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Objective 

The objective of the review was to determine 

whether the Department of Treasury (Treasury) 

exercises appropriate oversight over payments made 

by the New Perth Children’s Hospital Contractor (the 

Contractor) to its subcontractors in accordance with 

contract terms. The review was prompted by 

concerns raised by a Member of Parliament. 

Conclusion 

We saw no evidence during this review that the 

Treasury’s oversight of Contractor payments to its 

subcontractors is not in accordance with contract 

terms. However, the contract terms do not ensure 

that Treasury is fully informed on the status of 

payment disputes or that the Contractor’s statutory 

declarations are supported by reliable information. 

Background 

In 2011, a public tender process resulted in the 

appointment of a large national company to design 

and construct the New Perth Children’s hospital. 

Treasury is responsible on behalf of the WA State 

Government (State) for oversight of the project. 

The Contractor has appointed numerous 

subcontractors to work on various parts of the 

project. In addition to the rights afforded to 

subcontractors by the Construction Contracts Act 

2004 (CCA), the State’s contract with the Contractor 

includes specific conditions to protect 

subcontractors. 

The most important of these are: 

 the Contractor must provide a monthly statutory 
declaration that its subcontractors have been paid 
all money due and owing 

 it must also inform the State of ‘significant and 
material matters’ and provide copies of CCA 
dispute notices it receives from its subcontractors.  
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 Treasury could pay a subcontractor directly, if it 
becomes aware that the Contractor has failed to 
pay an amount that is due and payable. 

Findings 

 The contract places reasonable obligations on the 
Contractor to keep Treasury informed about 
payments to subcontractors. 

 Treasury relies on the statutory declaration that 
subcontractors have been paid but does not 
request supporting information. An independent 
report requested by Treasury concluded that 
information provided to the State by the 
Contractor may not be accurate or reliable. 

 Treasury’s monitoring of payment disputes is 
consistent with the contract terms, but the 
Contractor is not required to keep the State up to 
date on the status of disputes. 

Recommendations 

 By 31 July 2016 the Department of Treasury 
should request the Contractor to advise on its 
actions and timelines for addressing the 
recommendations in the independent report. 

 By 30 September 2016, the Department of 
Treasury should modify its processes for 
monitoring payments to subcontractors, where 
circumstances indicate this is warranted. For 
example by: 

o requesting the Contractor to regularly report 
on and provide reasons for overdue 
payments to subcontractors 

o requesting the Contractor to periodically 
provide updates on the status of disputes 
involving non-payment. 


