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Dr A.D. Buti MLA 
Chair 
Public Accounts Committee 

Via email: lapac@parliament.wa.gov.au 

Dear Dr Buti 

INQUIRY INTO PUBLIC SECTOR CONTRACT MANAGEMENT PRACTICES 

Thank you for your letter of 4 December 2018 requesting a submission to your current inquiry. 

Contracting is an integral part of the way governments conduct business. The Western 
Australian Government is a significant purchaser of goods and services, comprising thousands 
of transactions and involving billions of dollars annually. Contracts vary in size, complexity, 
value, duration and risks, and therefore require robust, but properly scaled, contract 
management processes. 

The issue of public sector contract management has featured in a number of OAG audit 
reports in recent years. Appendix 2 provides a summary of key issues raised in recent audits 
that may be of interest to the inquiry. I am happy to discuss any of these audits in further detail 
at the request of the Committee.  

Robust contract management processes help to ensure that contracting is effective, meets 
standards expected by the Parliament and public, and provides good value for money for the 
tax payer. Unfortunately, too often my Office identifies instances of agencies failing to follow 
their own approved practices or widely accepted good practice in contract management.  

The most common recommendations of our reports are for agencies to: 
• ensure hands-on contract management, including active engagement from

management and with contractors
• establish ongoing monitoring of the contract – milestones, deliverables and budget
• justify and be transparent about any expansions of the contract scale and price
• identify conflicts of interest for contractors as well as internally
• maintain gift registers
• ensure appropriate delegated purchasing authority
• verify services prior to authorising payment
• maintain corporate card registers
• maintain receipts to support credit card statements
• record justification for ‘entertainment’ expenditure
• publish contract details if >$50k (subject to CUA requirements and any exemptions).

Appendix 1 outlines the key characteristics of effective contract management, which my Office 
compiled and published in our 2016 report to Parliament,  Health Department’s Procurement 
and Management of its Centralised Computing Services Contract. This report, and the 
Committee’s own subsequent inquiry, demonstrates the importance of understanding and 
managing contract risks, particularly when they are complex, high value and lengthy. 
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Large contracts between government and the private sector need to work well. Governments 
will never have all of the skills and capabilities required to deliver all of the services for the WA 
community. Industry is ready and willing to provide services to government and most 
importantly, government contracts need to deliver value for money. The potential benefits of 
these arrangements are indisputable. But the risks are equally evident and if not managed well, 
prospective benefits can be lost. 

As the Committee is likely aware, the Special Inquiry into Government Projects and Programs 
Final Report recommends a centralised approach to leadership of major projects and public 
works management across Government. It identifies Finance as the logical functional leader for 
this approach. 

The Special Inquiry also observed that the availability of skills across the public sector in key 
areas of project management, contract management, procurement and financial management 
appear to have diminished. This decreases the capability of the workforce and makes the 
public sector more prone to corruption and misconduct around procurement and contract 
management. 

The work of my Office, as demonstrated across the audits listed in Appendix 2, and the 
feedback I have received during my introductory meetings with key stakeholders across the 
public sector, supports these observations. 

I am considering the possibility of producing a better practice guide on contract management, 
which would be one of a suite of better practice guides on key elements of public sector 
governance. Budget permitting, and in the absence of or coordinated with any contemporary 
central agency guidance, I intend for this guide to provide useful information for public sector 
entities to build capability in contract management and to raise awareness of and promote the 
adoption of better practices in this area. Since being appointed, I have received overwhelming 
support for such guidance in my meetings with stakeholders. 

In my Office’s 2017 report, Tender Processes and Contract Extensions, we noted that the 
State Supply Commission requirements represent good practice. Also, the Integrity 
Coordinating Group has a range of material available on its website providing guidance in 
contract-related areas of: 

• gifts, benefits and hospitality
• conflicts of interest
• integrity on decision making
• taking action on integrity.

I trust the information I have provided will assist the Committee with its inquiry. I am 
available on  if you would like to discuss this or related information. 

Yours faithfully 

CAROLINE SPENCER 
AUDITOR GENERAL 
15 February 2019 

Attach: 
Appendix 1 - Characteristics of effective contract management 
Appendix 2 - Recent OAG audit reports that include information about contract management in 
the public sector 
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Appendix 1 - Characteristics of effective contract management 
 

 
Source: Office of the Auditor General, Health Department’s Procurement and Management of its 
Centralised Computing Services Contract, Appendix 2, 17 February 2016, p. 33. 
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