
 
 
 
 
 
 

Introduction 
The objective of this audit was to assess the effectiveness of procurement arrangements at 8 
local government entities (LGs) of varying sizes in both metropolitan and regional Western 
Australia.  

Background 
There are currently 1481 LGs in WA. The population and geographical spread of each LG 
varies significantly, from small regional LGs like the Shire of Sandstone with a population of 
around 90, to large metropolitan LGs like the City of Stirling with a population of around 
220,000.  

LGs in WA employ around 15,000 people and manage more than $40 billion in community 
assets. In 2016-17, the total expenditure across all Western Australian LGs was over 
$4 billion.  

Procurement activities in LGs are primarily governed by the Local Government (Functions 
and General) Regulations 1996 (the Regulations). The Regulations require LGs to have 
policies for purchases that are expected to be less than $150,000. LGs develop their own 
policies, which are required to cover things like the form (verbal or written) and minimum 
number of quotes that must be obtained, and how procurement information will be recorded 
and retained.  

For purchases over $150,000, the Regulations set specific requirements for public tender. 
These include advertising, acceptance and rejection of tender applications, notification of 
outcomes, and maintaining a tenders’ register.  

The Regulations also allow for exemptions from the public tender process, these include, but 
are not limited to: 

 certain emergency situations 

 if a contract is to be awarded through auction (with Council approval) 

 if goods and services are obtained through the WA Local Government Association’s 
(WALGA) Preferred Supplier Program – a program of suppliers that have been pre-
qualified to supply certain goods and services. WALGA members, of which most LGs 
are, can access the program. 

LGs that are members of WALGA can also access a procurement toolkit that includes 
purchasing and contract management templates. LGs that use WALGA services are still 
required to meet their own policy and probity requirements and comply with the Regulations.  

There are a number of procurement processes and controls that help reduce broader 
procurement risks and support value for money (Figure 1). Some of these are covered in 
Regulations, others are based on sound practice.  

Due to a variety of factors affecting the way that LGs procure, we did not expect to find 
identical procurement practices across the LGs included in our audit. The audit therefore 
required significant judgement when assessing proper procurement practices. However, we 
did expect them to meet the principles of the Local Government Act 1995 which places 
obligations on councils to oversee the allocation of the LG’s finances and resources, and for 
determining the LG’s policies, as well as for LGs to keep proper accounts and records. 

                                                
1 This includes 137 LGs, 2 Indian Ocean territories and 9 regional councils. 
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Furthermore, LGs are required to establish efficient systems and procedures for financial 
management which includes procurement. 

Our audit focus areas are set out in Appendix 1. We reviewed the processes and controls 
used by LGs, but we did not review if procurement decisions attained the best value for 
money or outcomes for LG communities.  

 
Source: OAG, with blue shading showing areas within audit scope 

Figure 1: Procurement framework 

Audit conclusion 
All 8 local governments we reviewed had shortcomings in their procurement practices, most 
related to weak procurement controls, processes and documentation for tendering, purchase 
orders and approvals, and reviewing invoices and payment. However, we did not identify any 
evidence of misconduct. 

Local governments varied in how well they complied with legislation and their own 
procurement policies. While local government’s policies broadly met regulatory requirements, 
they need to do more to monitor procurement controls and the effectiveness of processes. 
We saw no notable difference in the effectiveness of controls between the regional and 
metropolitan, and the small and large local governments we examined.  

Having policies and controls that are appropriate, and monitoring their effectiveness is 
essential if local governments, and the ratepayers that they serve, are to have confidence in 
local government procurement activities. Procurement practices that focus solely on 
minimum compliance with legislation are unlikely to provide local governments with the 
oversight and control they need to address risks and ensure value for money in their 
procurement.  

The issues identified in this audit are relatively simple to fix. By addressing them, governance 
of this important local government function can be strengthened.  



Summary 
We reported 86 detailed findings across the 8 LGs. This included 11 significant findings 
across 5 LGs, and 41 moderate and 34 minor across all 8 LGs. Figure 2 shows the findings 
against all our audit focus areas.  

 

Source: OAG 

Figure 2: Summary of key findings 
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Findings per local government 
The issues we identified represent weaknesses in key policy and control principles. Figure 3 
shows the breakdown of findings for each of the 8 LGs we reviewed, and shows no specific 
trends across size or location of the LG. 

  

Source: OAG 

Figure 3: Key findings by LG 
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Recommendations 

All LGs, including those not sampled in this audit, should review their policies, processes and 
controls against the focus areas of our audit in Appendix 1.  

Each LG we audited should provide an action plan to address this recommendation, table it 
with their Council, and make it available on their website, as per the Local Government Act 

1995. 

 

 

Response from local governments 

Local governments in our sample generally accepted our recommendations and confirmed 
that, where relevant, they have either amended their policies, procedures or administrative 
systems or will improve controls for monitoring and managing procurement activities. 
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