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During the 1990s governments and a large number of private sector organisations
sought greater efficiencies by outsourcing functions through competitive tendering.
This trend has also been evident in the Western Australian government with many
agencies outsourcing non-core functions, including those of facilities management.

What is facilities management?
The Facilities Management Association of Australia defines facilities management as
“the provision of support services to an organisation in which its senior management has
identified its core business, and does not wish to directly operate, manage or administer
the support services to that core business.”

Within government, private sector firms are most often called upon to provide facilities
management of buildings and property. Specialist services commonly include:

■ maintenance including breakdown repairs, preventive maintenance, minor
capital and recurrent works;

■ property services including cleaning, sanitation, bulk waste disposal, security,
ground maintenance, hospitality and parking management; and

■ engineering services.

The facilities manager can provide these services by using their own employees or
engaging subcontractors.  

Figure 1: An example of a facilities management arrangement where support
services are arranged by an FM and delivered either by the FM’s own staff or
through sub contracted service providers.
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Facilities management of WA Government
property and buildings

In Western Australia until 1996, approximately 58 per cent of government buildings
and facilities were built, repaired and maintained by the Building Management
Authority (BMA) as a service to other agencies throughout the State. Traditionally,
government trading entities (GTEs) entered into their own agreements for asset
maintenance while the departments relied on the BMA and its in-house day labour
force.

The move to the user pays policy and devolved budgetary control to agencies led to the
disbanding of the in-house BMA day labour force from July 1, 1996 and the
establishment of a panel of Facilities Managers (FM) contracted to the Department of
Contract and Management Services (CAMS)1 to deliver services to individual agencies.
Most agencies now use the CAMS contracts for FMs with FMs allocated to individual
agencies on the basis of the geographical location of the facility to be managed. A small
proportion of agencies have established their own contracts directly with FMs and
outside of the CAMS arrangement.

Retaining responsibility
When an agency enters into a facilities management arrangement, it delegates
authority for arranging service delivery to the private sector provider. However, the
agency remains responsible and accountable for the service outcomes and cannot be
absolved from the actions of the FM or contractors engaged by the FM. This retention
of responsibility also continues with the involvement of CAMS in the contract
management role. Agencies should monitor the activities of their FMs to ensure that
required service standards are delivered and applicable government policies and the
ethical standards expected of government are applied.

Future of facilities management in WA Government
In March 2001, CAMS obtained Government approval to implement a new facilities
management arrangement titled “Western Property”. The new arrangement, which
came about after consultation with agencies and FMs, will provide agencies with more
choices when using the common use building and property maintenance services
contracts. Agencies will be able to purchase individual services such as cleaning, lift

1 Abolished from July 1, 2001 and the building management function transferred to the Department
of Housing and Works.
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maintenance and painting projects from a range of pre-qualified suppliers or call
tenders for these or packaged services (managed by an FM) using an on-line Internet
based market place. Transition to the Western Property arrangement is planned for
May 2002.

Examination focus and approach
The aim of the examination of FM contracts was to assess whether:

■ cost savings, efficiency gains or other benefits have been achieved;

■ risks are identified and properly managed; and

■ qualitative and contract performance issues are appropriately managed.

Building maintenance FM contracts were the major focus of the review. The
examination covered eight agencies that account for $58.2 million or 88 per cent of FM
expenditure under 1999-2000 CAMS contracts, as well as two agencies that have
awarded contracts outside the CAMS processes. 

The agencies examined under CAMS’ FM contracts were:

■ Department of Land Administration (DOLA)

■ Department of Minerals and Energy (DME)2

■ Department of Training and Employment (DTE)3

■ Education Department of Western Australia (EDWA)4

■ Fire and Emergency Services Authority (FESA)

■ Ministry of Justice (MOJ)5

■ Western Australian Police Service (WAPS)

■ Royal Perth Hospital (RPH)

2 Now part of the Department of Mineral and Petroleum Resources.
3 Now the Department of Training.
4 Now the Department of Education.
5 Now the Department of Justice.

1 Introduction
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The two agencies examined that contract FM services outside of the CAMS
arrangement were:

■ Main Roads Western Australia (MRWA)

■ Rottnest Island Authority (RIA)

Information was also obtained from Agriculture Western Australia (AGWEST)6 in
regard to its resumption of building management responsibility from July 1999 after
previously utilising CAMS’ FM contracts and, from Sir Charles Gairdner Hospital
(SCGH) which has direct FM arrangements. Discussions were also held with CAMS,
WA Government Railways Commission, Water Corporation, State Supply Commission
and five FM companies.

6 Now the Department of Agriculture.
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■ Agencies generally lack information to enable the extent of savings from
implementation of FM arrangements to be determined. 

■ Where savings can be determined, the extent of the savings has generally
been at the lower end of the 1996 forecast of five to 20 per cent. CAMS’ FM
contracts have achieved an overall savings of six per cent ($2.7m) on
metropolitan breakdown repairs over a 39 month period.

■ Savings on breakdown repairs are not achieved by all the FMs under the
CAMS’ contract, with costs under individual FMs varying ± 13 per cent
against the benchmark. However, agencies cannot control which FM
provides their service.

■ AGWEST cancelled its FM contract to resume in-house management so as
to save approximately $200 000 per annum (11 per cent) of its building
maintenance program costs. However, this decision was not based on risk
or service quality analysis. 

■ CAMS expects that agencies will make greater savings upon introduction
of the Western Property arrangement in 2002 as agencies will have
flexibility to select their FMs and service providers rather than being tied
to particular FMs as exists under the current zone allocations.

Background
In the years leading up to the replacement of the BMA day labour force with FM
arrangements and private sector service providers, the cost of BMA services were
falling in comparison to private sector prices. However, only BMA break down repair
costs were below the open market prices with the cost of other BMA services still well
above the open market price7. 

A lower cost of services was therefore one of the major anticipated benefits from
facilities management contracts. The 1996 State Supply Commission policy statement
“Buying Wisely” suggested that engaging contractors to manage facilities could be the
most effective value for money option. Savings not otherwise achievable could be
obtained from employing specialist facilities managers who can obtain increased
efficiency, lower costs, provide better or extended use of facilities and clearer business
focus for the agency. A private consultants’ review of the CAMS’ building related
facilities management contracts in 1996 estimated that savings of five to 20 per cent
could be expected.

2 Costs and Savings

7 The latest available information was for 1993-94. Breakdown repair services were steady at
approximately 10 per cent below open market price.
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However, the capacity for the CAMS’ arrangement to maximise efficiencies potentially
conflicts with an objective to support small and medium enterprises (SMEs). FMs
under the CAMS’ contracts are required to source the large majority of repairs and
planned works from SMEs. This is done by limiting to 20 per cent the amount of work
that FMs can undertake using their own employees. Although FMs must follow State
Supply policies by seeking competitive prices, CAMS’ monitoring has nevertheless
shown that the FM’s in-house labour costs are generally lower than when sourced
through SMEs.  

Fee structures and services

CAMS’ contracts
Most agencies that have engaged FMs have done so through one of CAMS’ five building
related “common use FM contracts”8. Three of these contracts are for metropolitan
building types such as schools and police stations, whilst the other two are for major
buildings.

Agencies under the CAMS’ FM arrangement pay the following costs: 

For example, an agency with budgeted breakdown repairs of $200 000 and planned
maintenance or minor works of $800 000 will expect to pay $100 000 in program fees
and $55 000 in infrastructure fees. CAMS will receive $20 000 of the infrastructure fee
for its contract administration services.

Cost of breakdown
repairs, planned
and minor works
and property
services invoiced
per job and
payable monthly
(“Works”).

Program Fee 

10%9 of Works is paid
to the FM for pre
qualifying service
providers, calling and
evaluating tenders,
allocating jobs and
paying service providers. 

Infrastructure Fee - 5.5% of Works:

● 3.5% is paid to the FM for overhead
costs such as rent, power and
communications.

● 2% is paid to CAMS for contract
administration10 including data
warehousing, benchmarking and
contract review.

8 Contracts to provide particular types of services that can be accessed by any government agency.
9 The program fee reduces on a sliding scale where individual jobs exceed $50 000. 
10 Calculated on the budgeted cost of repairs, works and services of agencies but excluding jobs valued

at over $100 000.

++
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Agencies can also contract FMs through CAMS to provide a building services officer at
an agency’s premises during business hours. Other services available include a partial
or full service for planned, minor and capital works including project design, tendering
and contract administration, with fees ranging from approximately 2.8 per cent to 17
per cent depending on the project value. 

Until 1997-98, the cost of FM was met almost exclusively from CAMS’ budget. In
1997-98 CAMS commenced invoicing agencies a fee for FM services, recovering 82 per
cent of the $7.81 million combined management costs of the FMs and CAMS. 

In 1999-2000, the FMs commenced invoicing agencies direct. In that year, $8.79 million
or 98 per cent of the total management costs were collected from agencies with CAMS
recovering 83 per cent ($801 000) of their contract administration costs. CAMS expects
to achieve full cost recovery in the 2000-2001 financial year. Two of the audited
agencies advised that they consider CAMS overheads to be expensive and another,
AGWEST, used this cost as one justification for leaving the CAMS arrangement to
manage their own services. However, two other agencies including EDWA, the largest
agency under the CAMS’ FM arrangement, considered that CAMS involvement had
contributed to savings for their agency.

Fees under agency-direct FM contracts 
Fees under the RIA and MRWA FM contracts are specified as a total dollar amount or
as a percentage of the cost of the works program or gross rents collected. As such, the
costs are clear and the agencies are able to adequately budget for the cost.

For instance, the Rottnest Island Authority’s (RIA) total facilities management
contract specified an amount payable to the FM in the first year based on itemised
categories equating to the infrastructure and program fees under CAMS contracts plus
the reimbursable direct works and services costs. The contract is reviewed in six
monthly blocks and annual works programs and budgets are prepared and approved to
provide flexibility for changes in volume and types of services. Profit on a sliding scale
between zero and six per cent is dependent on performance against performance
indicators.

2 Costs and Savings
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Main Roads Department’s (MRWA) resumed land portfolio is managed under a
property management FM arrangement and involves rental of residential, commercial
and vacant properties. MRWA initially contracted two FMs to provide these services
with fees based upon a complex schedule of services and estimated gross annual
income. On expiration of the initial contracts, a single contract was awarded with a
simplified schedule of fees and a revised property management fee of five per cent of
gross collections for commercial and vacant land and six per cent for residential
properties.  

Have savings emerged?
Savings from contracting out of FM was a common expectation amongst agencies.
However, for the most part, agencies have lacked the information needed for audit to
establish whether savings have emerged. Nevertheless, audit was able to establish that
savings from FM arrangements have occurred, though the extent of the savings has
generally been at the lower end of the 1996 forecast of five to 20 per cent.  

Agencies under the CAMS’ contract lacked information about pre-FM costs as the work
was previously paid from BMA’s budget. Four of these agencies were also unable to
provide current costing details, instead suggesting that this information be sought from
CAMS. One agency initially advised that their costs had risen $250 000 per annum
under the CAMS’ FM arrangement, but subsequently was unable to provide evidence
to substantiate this claim.

The inability of agencies to quantify current FM costs means they cannot adequately
monitor their FM arrangements or assess whether they are obtaining value for money.
Suggesting that CAMS be approached to provide this information also indicates some
abrogation of responsibility for results.

Amongst the agencies that contract FM services direct, SCGH was able to demonstrate
savings of approximately four per cent ($12 000) under one of its FM contracts. RIA
demonstrated savings of $156 000 per annum being three per cent of their FM contract
covering island operations and utility services but advised that these savings have been
taken up by new services.

Whilst information about agency level savings are for the most part unavailable,
analysis of the elements of expected savings provides some indication of results.

One of the areas where savings were expected was in the number of in-house staff
required to manage the facility and provide supervision of services performed. The
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WAPS advised that FTE11 staff numbers have fallen from four to three whilst MOJ
staff have declined from four to 1.3. EDWA advised that the FM arrangement was
“…highly effective…” in reducing FTE numbers but could not provide specific details.
However, a number of smaller agencies advised that management involvement had not
declined to the extent expected, thereby reducing the cost effectiveness of the FM
arrangements, though substantive evidence to this effect was minimal. One agency,
DME was able to show that staff numbers have remained the same under the CAMS
arrangement. 

One area where costs have declined is in the CAMS’ management of the contract.
CAMS advised that its management costs fell from $1.25 million in 1996-97 to
approximately $960 000 in 2000-2001, mostly as a result of staff reductions.

Another major expected source of savings was in the cost of repairs which comprises
approximately 37 per cent of the CAMS’ FM arrangement. CAMS have correctly
established that these costs fell almost six per cent for metropolitan buildings under
the FM contracts operating up to the end of June 199912, an overall savings to
government of $2.7 million over a period of 39 months. 

However, price competitiveness amongst the three FM providers for breakdown repairs
varies considerably, with average costs ranging from 13.3 per cent below to 13.7 per
cent above the BMA benchmark. Whether an agency makes savings can depend upon
which FM the agency is allocated, with this allocation based upon the geographical
zone in which the agency’s buildings are located. Agencies with buildings and property
at a number of locations may be serviced by a number of FMs. 

The cost of the same repairs also depends upon how the services are delivered (Table 1).
Services delivered by the FMs own workforce are generally cheaper than sub-
contracted services. For two of the FMs, sub-contracted services were more expensive
than the CPI adjusted BMA benchmark.

11 Full time equivalent.
12 Calculated by CAMS using the pre-1996 arrangement as a benchmark and adjusted for CPI.

2 Costs and Savings



Table 1: Price competitiveness of CAMS’ contracted FMs measured against a
standardised basket of repair and maintenance jobs.

Price competitiveness of breakdown repair costs varies by up to 60 per cent amongst the three
FMs. In most cases, costs are below the BMA benchmark, though consistent improvements
over time are not evident and in some cases costs have risen above the benchmark.

Source: CAMS

Until recently, CAMS has considered the difference in cost competitiveness between
the FMs to be an unavoidable consequence of maintaining a competitive environment.
Penalising under performing FMs by transferring agencies under their management to
other FMs was thought to risk the viability of the penalised FMs such that they would
be forced out of the industry to the long term detriment of efficient services to
government. However, audit noted from satisfaction surveys undertaken by CAMS that
the most expensive FM rates highest in customer satisfaction levels for providing value
for money services, indicating that price is not the sole consideration of agencies.

FM 1 In-house FM staff 159 -6.45% 160 -10.1%

Sub contracted 173 -0.6% 181 +1.5%

Combined cost 169 -1.8% 172 -3.6%

FM 2 In-house FM staff 147 -13.4% 143 -19.6%

Sub contracted 154 -11.1% 161 -9.5%

Combined cost 152 -11.6% 154 -13.3%

FM 3 In-house FM staff 155 -9.3% 174 -2.1%

Sub contracted 188 +9.3% 229 +28.6%

Combined cost 169 -1.2% 202 +13.7% 

BMA 172 178 
Benchmark
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Facilities Delivery method July 1996– % variance July 1999– % variance
Manager and combined result June 1999 against June 2000 against

$ benchmark $ benchmark 
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The proposed Western Property arrangement represents a change to CAMS’ current
approach to maintaining competitiveness as agencies will not be tied to particular FMs
by zones. Instead, they will have flexibility to contract specialist FMs for particular
services, to contract an FM to provide a package of services, to contract from a pre-
qualified list of service providers or to competitively tender particular services. 

Agriculture Western Australia – shift away from FMs
From July 1999, AGWEST ceased utilising the CAMS’ FM contracts for its
metropolitan buildings, though FM management of its country buildings has continued
through CAMS. 

AGWEST’s resumption of metropolitan building management was primarily a cost
based decision. The financial analysis justifying the change was found to contain a
number of errors, though it was correct in showing that a cost reduction should arise
from AGWEST’s resumption of building management. After audit adjustment, the
reduction in costs are estimated to be just under $200 000 per annum or 11 per cent of
AGWEST’s building maintenance and repair program. However, no documentation was
available to show that the decision was also based on a comparison of total services,
service quality or an assessment of risk and there has been no subsequent monitoring
to establish comparative service effectiveness. Therefore, whilst the potential savings
are significant, the absence of a thorough business case means that value for money has
not been assessed.

Recommendations
■ Agencies need to ensure that their financial management systems enable

them to monitor and scrutinise FM expenditure. 

■ CAMS should ensure that the Western Property arrangement permits

agencies to contract with the FMs and service providers that best suit

their individual needs.

2 Costs and Savings



15
Good Housekeeping: Facilities Management of Government Property and Buildings

■ Rottnest Island Authority (RIA) has not managed its FM to ensure that
risk management planning required under the contract has been
performed. 

■ Property management and maintenance budget preparation under
CAMS’ FM contracts is comprehensive and free of conflict of interest from
FMs.

■ CAMS undertakes detailed benchmarking of its FMs to monitor
performance and encourage improvement. Some evidence of improvement
is apparent from this effort though results are not widely shared with
agencies.

■ Incentives and penalties are used by RIA and MRWA in their agency direct
FM contracts to enhance performance but are not used under CAMS’ FM
contracts.

■ Agencies using CAMS’ FM contracts were generally satisfied with the
quality of work though several smaller agencies were dissatisfied with the
level of management involvement required to get work performed.

Background
Contract management involves identifying, managing and monitoring risks relating to
the assets controlled by an agency so that expected performance is delivered and
continuous improvement is encouraged. Good contract management is essential to
making a contract work effectively. A poorly planned, specified, negotiated or written
contract is extremely difficult to manage but even an excellent contract can deliver poor
results if managed badly. Contract management aims to make the contract work
through monitoring performance, contract reporting, managing problems and changing
circumstances. When done well, agencies can expect improved quality of service and
customer focus, greater value for money and reduced crises management. 

Responsibility
A facilities management arrangement enables an agency to delegate authority for
arranging service delivery to the FM but the agency remains responsible and
accountable for outcomes from the service under management and for the FMs

Contract Operation and
Management 3



compliance with applicable government policies and ethical standards. Breakdown in
essential services due to partial or complete failure of the FM to provide building
maintenance or property services presents a risk to agencies. 

Under the CAMS’ arrangement, some assurance about FM delivery of services is
provided to agencies by CAMS. For instance, CAMS ensures that the FMs are quality
assured and carry suitable insurance to cover the work they and their service providers
undertake on government buildings.

CAMS’ contracts with the FMs include clear documentation of the respective roles and
responsibilities of the principal parties to the contract (Figure 2). 

Figure 2: The respective parties and their broad responsibilities under the
CAMS’ contracts.

Source: CAMS

However, these contracts are not readily available to client agencies and the roles and
responsibilities sections are not produced in each agency’s Client Service Agreement.
Agencies commonly commented to audit that they were unclear as to the services
provided by CAMS to justify their two per cent fee, but were unaware that their Client
Service Agreements describe these services. 

One responsibility not clearly defined in the CAMS’ contracts is responsibility for
evaluating the impact of new technologies, with six of the eight agencies advising that
little of this sort of advice is received. From a government perspective, all parties
should be active in monitoring the external environment to identify, define and adjust
to changes in industry trends. 
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Agencies directly contracting their FMs, such as MRWA and RIA, have clearly
documented the respective roles and responsibilities, services to be provided, any
policies, procedures and reporting requirements to be complied with and have specified
the contract management arrangements. These agencies remain solely responsible for
the identification and management of risks by their FMs.  

One instance identified of where risks have not been fully managed by an FM has been
in respect to Rottnest Island. Under RIA’s contract, the FM is required to prepare a
comprehensive risk management plan dealing with maintenance and delivery of
services during such occurrences as breakdowns of essential services, strikes, ferry
cancellations and force majeure events13. However, this plan has not been produced
some three years after commencement of the contract though failure analysis of
individual asset items has been undertaken.

When agencies shift into or from an FM arrangement, risks change as does
accountability for managing the risks. Identifying and managing these risks needs to
be undertaken to ensure a smooth transition to the new arrangement. Such analysis
should have been undertaken by AGWEST prior to deciding to shift from the CAMS’
FM arrangement to their own in-house management. This analysis along with the
financial analysis should then have formed the basis of AGWEST’s decision. AGWEST
stated that a risk evaluation was undertaken though substantive evidence of this
analysis could not be produced for examination.  

Property management
From a global perspective, aging government buildings present a risk unless a strategic
asset management plan provides clear direction on the future of the property holdings
of government. Since 1994, each agency has had responsibility for strategic asset
management decisions to acquire, sell, lease or retain property for the purposes of
delivery of agency outputs. EDWA, for instance, has been prominent in assessing its
functional requirements and disposing of school properties that do not meet its
strategic asset needs. 

Under the CAMS’ arrangement, the FMs have little role, though CAMS itself has an
active role in assessing the condition and risks associated with government buildings
covered by its FM contracts. This includes evaluation of the works maintenance history
of each property.

13 Events that cannot be controlled or prevented such as cyclones, earthquakes or war.
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CAMS, on behalf of agencies, arranges comprehensive building condition assessment
reports that are used, along with historical maintenance information, to produce
strategic asset maintenance plans for management and budgetary purposes. The
building condition assessment reports are prepared by an independent contractor to
the FMs and detail consequences, risks and estimated maintenance costs for any or all
of an agencies’ buildings on a periodic, usually annual, basis. On completion, these
reports are directed through CAMS to individual agency units and the agency itself for
action. 

Building condition assessments are expensive and as a result, some agencies such as
EDWA use biennial rather than annual reports, while FESA has chosen to conduct its
own assessments using on site staff. Audit found the FESA assessments to be suitably
comprehensive. 

By not using the FMs to undertake building assessments, CAMS and agencies avoid a
conflict of interest on the part of the FMs whose program and infrastructure fees are
based on the value of repair, works and maintenance services. By comparison, forward
property management under the RIA and MRWA arrangements do involve the FMs. 

The RIA employs, through its FM, a comprehensive asset register incorporating a
utilities maintenance program to ensure that asset replacement is carefully planned
and budgeted before major breakdowns occur. 

The RIA arrangement with its FM is an example of a modern, commercially orientated
‘partnership arrangement’ that is based on trust and the mutual desire to work
together to gain long term benefits. Nevertheless, some potential does exist for a
conflict of interest in the setting of the works programs and budgets given that
remuneration of the FM include bonuses linked to breakdowns and savings against
budget.

Forward planning for MRWA’s rental portfolio is also based upon property condition
reports prepared by the FM. However, decisions about maintaining the buildings in a
tenantable condition14 have been largely retained by MRWA as the buildings are held
pending demolition for future road works. This arrangement limits potential for
conflict of interest in property management and budgetary decisions.

14 The FM contract provides a schedule of building maintenance services and values that can be
authorised on MRWA’s behalf by the FM.

3 Contract Operation and Management
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Performance monitoring and reporting
A key aspect of contract management is monitoring contractors’ performance to ensure
all standards are met in accordance with the contract.  Reporting systems should
objectively assess performance against predetermined critical success factors and
targets in a timely manner to ensure that corrective action is taken, risks are managed
and desired outcomes are achieved. Furthermore, reporting documents should present
the performance monitoring information to all interested parties in a manner which
demonstrates whether the desired levels of service have been achieved.

Benchmarks, PIs and performance incentives
Relevant performance indicators (PIs) measuring achievement of program outcomes
should be used with performance based fee flexibility to drive continuous service
improvement. Utilising incentives and penalties to encourage FMs to perform better
can promote a win-win arrangement. Ideally, incentives and penalties must be linked
to quality and savings and be fair, reasonable and auditable.

The use of benchmarks as a performance measurement tool is a fundamental aspect of
CAMS management of FM works and services for major buildings and the three
metropolitan building FM contracts.  

The major buildings portfolio varies from a court house, a high rise multi-tenanted
office building to a single tenanted 24 hour use building. To enable valid comparisons
of cost of services such as electrical usage, lifts maintenance, fire services, security and
cleaning, CAMS utilises Property Council of Australia benchmarks.

The metropolitan government buildings covered by three FMs are the subject of CAMS’
quarterly benchmark reports on the quality and costs of works and services by in-house
FM staff and service providers with comparisons to previous quarters, the BMA
indexed benchmark and to the Australian Bureau of Statistic’s house repairs and
maintenance index for eight capital cities. Customer satisfaction surveys are also done
on randomly selected completed breakdown and planned maintenance jobs from the
CAMS’ client data warehouse. The surveys are conducted by a consulting firm using a
professionally prepared survey instrument, the results of which have consistently
showed a high level of client satisfaction with the quality of work performed. 
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Special once-off benchmark reports on carpeting, painting, roof replacement and
bitumen services have also been produced by CAMS over the last five years on a client
agency needs basis. From these reports, CAMS sets standards by which these services
delivered by FMs are evaluated for quality of products, time taken and costs.

Benchmark information is published and shared with FMs but is not distributed to
agencies. CAMS provide some benchmarking information to agencies through
infrequent forums and occasional agency visits. It was no surprise then, that agencies
considered benchmarking of little value in enhancing performance and service delivery
as they were largely unaware of the benchmarking role of CAMS. Audit established
that CAMS uses this information to challenge FMs to reduce costs and improve service
quality. Some evidence of improvement was apparent in respect of agency satisfaction
with value for money. However, as shown in Table 1, consistent performance against
the BMA breakdown cost benchmark is not evident. CAMS advised however that given
that total costs had been kept below the benchmark level throughout the life of the
contract and that the benchmark was very competitive, it is unreasonable to expect
never ending cost reductions. 

CAMS benchmarks are not linked to performance incentives. Rather remuneration of
FMs is based solely upon invoiced completed works. Where the overall budgeted works
program is exceeded, the FMs benefit by collecting fees on these works also. However,
CAMS has advised that agencies using the new Western Property arrangement will be
able to incorporate incentives and penalties in their individual service agreements.

RIA’s contract includes an incentive mechanism where the FM can increase their profit
margin by up to six per cent by achieving savings or superior performance against
budget and the PIs. The PIs for Rottnest Island were based upon experiences at other
remote locations, though those for costs of energy, water and waste-water management
were re-negotiated early in the contract to obtain greater relevance. To date, incentive
payments made to the FM have been 3.57 per cent and 4.26 per cent in the two years
since 1998-99. The total contract value in 1999-2000 was $4.5 million. The incentive
amounts paid to the FM have been verified on RIA’s behalf by a private accounting
firm. 

MRWA’s contract’s base property management fee is a percentage of gross rents
collected. Therefore a contract manager who increases rent levels, reduces rental
arrears and minimises bad debts will gain a greater return. As market forces will
ensure fairness of rents, this is a good example of an easily managed and effective win-
win incentive scheme. MRWA benchmarks its FM against results achieved by other

3 Contract Operation and Management
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Australian and New Zealand highway authorities including return on investment,
outgoings as a percentage of gross rent and vacancy and arrears profiles. On the latest
data (1998-99), MRWA’s residential and unimproved/rural properties have performed
better than most of the comparative authorities though its commercial/industrial
properties have performed below the average.

Interaction and communication 
In any contract, open and clear communication between the parties is paramount to its
success. Informal discussion and negotiation can resolve problems quickly, fairly and
without adversely affecting operations. Co-operation and a mutual desire to resolve any
problem at the lowest practical level is certainly more achievable in a two party
contract where agencies deal direct with their FM, such as RIA and MRWA. These
contracts include a program of formal meetings for progress reports, technical and long
term reviews involving key members of both parties acting as the contract management
team.

Under CAMS contracts, there is a tripartite arrangement, requiring all three parties to
interact with one other party as necessary over the various aspects of the FM contract.  

Figure 3: The tripartite interaction and communication arrangement under
the CAMS arrangement.

Source: CAMS
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For example, agencies deal with CAMS on contract matters and with FMs to arrange
and manage service delivery. Smaller agencies advised that their level of interaction
with FMs and supervision of FMs’ staff and service providers is greater than they
expected under an FM arrangement. Several agencies also commented that the FMs
often lacked suitable staff.  

CAMS has acknowledged that the origins of the current FM companies’ were in
building, mechanical or property services and while the FMs are good at providing their
specialist services, they are often less satisfactory when providing other services.
CAMS also advised that this issue is being addressed under the proposed Western
Property arrangement. Agencies will have greater flexibility to manage their building
and property services by being able to tender their program as separate jobs dealing
direct with service providers or as a partial or full suite of services through an FM.

Such an arrangement has been piloted by the Ministry of Justice under a specially
tailored CAMS’ FM contract for offender management services. The WA Police Service
also considered a specialised CAMS’ FM contract for their operations. However, after
reviewing building facilities management across other Australian police jurisdictions,
the WAPS decided to continue under the existing arrangement, but is now
benchmarking their FM services to police services in other states. 

The Western Property arrangements will empower agencies to manage their own FM
arrangements within the framework and improve service quality to their agency.

Recommendations 
■ CAMS and affected agencies to the new Western Property arrangements

should ensure that the roles and responsibilities of all parties are fully

documented in the client service agreements as well as the contracts. 

■ Agencies considering continuing with FMs under the Western Property

arrangement should clarify responsibility in the contract for improving

value for money from monitoring industry trends and new technology.

■ Agencies when contemplating moving to or from an FM arrangement

should undertake comprehensive financial and risk analysis.

■ CAMS should improve their reporting of FM performance against PIs to

client agencies.

■ CAMS and agencies should fully consider the potential for improving

contractor performance by including incentives and penalties in future

contracts.

3 Contract Operation and Management



23
Good Housekeeping: Facilities Management of Government Property and Buildings

1996
Improving Road Safety – Speed and Red Light Cameras – The Road Trauma Trust Fund May 1, 1996
First General Report – On Departments, Statutory Authorities, (including Hospitals),

Subsidiaries and Request Audits May 8, 1996
The Internet and Public Sector Agencies June 19, 1996

Under Wraps! – Performance Indicators of Western Australian Hospitals August 28, 1996
Guarding the Gate – Physical Access Security Management within the 

Western Australian Public Sector September 24, 1996

For the Public Record – Managing the Public Sector’s Records October 16, 1996
Learning the Lessons – Financial Management in Government Schools October 30, 1996

Order in the Court – Management of the Magistrates’ Court November 12, 1996

Second General Report for 1996 – On Departments, Statutory Authorities, 
Subsidiaries and Request Audits November 20, 1996

1997
On Display – Public Exhibitions at: The Perth Zoo, The WA Museum and the Art Gallery of WA April 9, 1997

The Western Australian Public Health Sector June 11, 1997
Bus Reform – Competition Reform of Transperth Bus Services June 25, 1997

First General Report 1997 – covers financial statements and performance indicators of departments, 
statutory authorities (excluding hospitals other than Wanneroo Hospital) and subsidiary bodies August 20, 1997

Get Better Soon – The Management of Sickness Absence in the WA Public Sector August 27, 1997
Waiting for Justice – Bail and Prisoners in Remand October 15, 1997

Report on Controls, Compliance and Accountability Audits – Public Property Management
– Management of Information Technology Systems – Payroll and Personnel Management
– Purchasing Goods and Services November 12, 1997

Public Sector Performance Report 1997 – Examining and Auditing Public Sector Performance 
– Follow-ups of Previous Performance Examinations – Sponsorship in the Public Sector November 13, 1997

Private Care for Public Patients – The Joondalup Health Campus November 25, 1997

1998
Report on Ministerial Portfolios – Audit Results – Consolidated Financial Statements

– Summary of the Results of Agency Audits April 8, 1998

Selecting the Right Gear – The Funding Facility for the Western Australian Government’s 
Light Vehicle Fleet May 20, 1998

Report on the Western Australian Public Health Sector May 20, 1998

Sale of the Dampier to Bunbury Natural Gas Pipeline May 20, 1998
Weighing up the Marketplace – The Ministry of Fair Trading June 17, 1998

Listen and Learn – Using customer surveys to report performance in the Western Australian 
public sector June 24, 1998

Report on the Western Australian Public Tertiary Education Sector August 12, 1998
Do Numbers Count? – Educational Financial Impacts of School Enrolment August 19, 1998

Report on Controls, Compliance and Accountability Audits 1998 – Control of Agency Expenditure 
– Human Resource Management – Administration of Superannuation Systems October 14, 1998

Public Sector Boards – Boards governing statutory authorities in Western Australia November 18, 1998

Send Me No Paper! – Electronic Commerce – purchasing of goods and services by the 
Western Australian public sector November 18, 1998

Accommodation and Support Services for Young People Unable to Live at Home November 26, 1998

Previous Reports of
the Auditor General
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Public Sector Performance Report 1998 – Monitoring and Reporting the Environment
– Recruitment Practices in the WA Public Sector – The Northern Demersal Scalefish Fishery December 9, 1998

Report on Audit Results 1997-98 – Financial Statements and Performance Indicators December 9, 1998

1999
Report on the Western Australian Public Health Sector – Matters of Significance

– Summary of the Results of Agency Audits April 21, 1999

Proposed Sale of the Central Park Office Tower – by the Government Employees 
Superannuation Board April 21, 1999

Lease now – pay later? The Leasing of Office and Other Equipment June 30, 1999
Getting Better All The Time – Health sector performance indicators June 30, 1999

Report on the Western Australian Public Tertiary Education Sector – 1998 Annual 
Reporting Cycle June 30, 1999

Fish for the Future? Fisheries Management in Western Australia October 13, 1999

Public Sector Performance Report 1999 – Controls, Compliance and Accountability Audits 
– Follow-up Performance Examinations November 10, 1999

A Stitch in Time – Surgical Services in Western Australia November 24, 1999

Report on Ministerial Portfolios to November 5, 1999 – Issues Arising from Audits 
– General Control Issues - Summary of the Results of Agency Audits November 24, 1999

2000
Public Sector Performance Report 2000 – Emerging Issues 

– Management Control Issues April 5, 2000

Report on the Western Australian Public Health Sector and of Other Ministerial
Portfolio Agencies for 1999 April 5, 2000

A Means to an End – Contracting Not-For-Profit Organisations for the
Delivery of Community Services June 14, 2000

Private Care for Public Patients – A Follow-on Examination of the Joondalup
Health Campus Contract June 21, 2000

Report on Western Australian Public Universities and TAFE Colleges – 1999 Annual
Reporting Cycle June 21, 2000

Bus Reform: Further down the road – A follow-on examination into competition
reform of Transperth bus services June 28, 2000

Surrender Arms? Firearm Management in Western Australia September 13, 2000

Second Public Sector Performance Report 2000 – Administration of Legislation
– Financial and Management Control Issues October 11, 2000

A Tough Assignment – Teacher Placements in Government Schools October 18, 2000

Report on Ministerial Portfolio at December 1, 2000 – Summary of Audit Results
– Accountability Issues (Corporate Governance, Accounting for GST Transitional Loan) December 20, 2000

2001
Sale of the Gas Corporation’s Businesses (Special Report) February 14, 2001
On-line and Length? Provision and use of learning technologies in Government schools May 23, 2001

Implementing and Managing Community Based Sentences May 30, 2001
Public Sector Performance Report, 2001 June 20, 2001

Report on Public Universities and TAFE Colleges - 2000 annual reporting cycle June 20, 2001

Lifting the Rating - Stroke Management in Western Australia August 22, 2001

The above reports can be accessed on the Office of the Auditor General’s Homepage on the Internet at http://www.audit.wa.gov.au/
On request these reports may be made available in an alternative format for those with visual impairment.

1998 (cont)


