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EDUCATION AND HEALTH STANDING COMMITTEE 
Tenth Report — “<System Error> Auditor General’s report on Health Department’s  

Procurement and Management of its Centralised Computing Services Contract” — Tabling 

DR G.G. JACOBS (Eyre) [10.29 am]: I present for tabling the tenth report of the Education and Health 
Standing Committee, titled “<System Error> Auditor General’s report on Health Department’s Procurement and 
Management of its Centralised Computing Services Contract”. 

[See paper 4653.] 

Dr G.G. JACOBS: It seems rather timely that we have just heard about the latest report by the Public Accounts 
Committee, “Doing ICT Better”; that is the theme on which our tenth report, “<System Error>”, is based. I take 
note of some of the comments made by the chair of that committee and the recommendations of that very 
good report. 

The circumstances that led to this quite short albeit significant report lay in and around the presentation of the 
Auditor General’s health department report in February 2016. It was with some interest that I attended one of the 
Auditor General’s regular briefings for members of Parliament on reports prepared by his office. In this case, the 
report was “Health Department’s Procurement and Management of its Centralised Computing Services 
Contract”. This briefing sparked my interest as Chair of the Education and Health Standing Committee, as we 
had previously inquired into the Department of Health’s difficulties in commissioning the new Fiona Stanley 
Hospital. These difficulties were largely related to information and communications technology, and how to 
achieve a paperless hospital. The computerisation of the hospital and the challenges that the Department of 
Health failed to meet led to the committee’s report, “More than Bricks and Mortar: The report of the inquiry into 
the organisational response within the Department of Health to the challenges associated with commissioning the 
Fiona Stanley Hospital”. The issues identified in that body of work were that the Department of Health’s 
centralised computing services contract had the potential to impact on the commissioning and running of the 
Fiona Stanley Hospital. 

The Auditor General’s damning report indicates that there was significant mismanagement of this contract. The 
contract management did not adhere to accepted practices, had less than satisfactory outcomes and, above all, 
cost taxpayers money. For these reasons we thought this short report was a necessary and appropriate addendum, 
if you like, to our previous work—to highlight this mismanagement to Parliament and to ensure that the issues 
are corrected and that the government can make these corrections. I commend this report, but I would like to just 
expand on a couple of matters within the report. It really seems to be consistent with recommendation 6 of the 
report that the member for Dawesville, as Chair of the Public Accounts Committee, presented to us earlier. It 
states — 

The WAGCIO ensure that the Directors General ICT Council takes a proactive approach to improving 
investment outcomes across the sector by formalising a process that ensures all agencies think more 
strategically in their approach to ICT. 

This process could require all agencies to demonstrate to the Council that their strategic planning 
documents consider the means by which ICT solutions might be used to achieve or enhance intended 
business outcomes. 

I want to touch on a couple of matters within chapter 1 of our report, “The Centralised Computing Services 
Contract”. In November 2010 the Department of Health entered into a contract with Fujitsu Australia Ltd for the 
provision of centralised computing services. This entailed the provision of primary and secondary data centre 
facilities, as well as management and support of the computer and network infrastructure in the data centres and 
support to the data rooms at teaching, regional and other metro hospitals. The contract was valued at 
$44.9 million at its commencement. 

The Auditor General’s report I referred to earlier, which was presented in February this year, contained key 
findings that demonstrated failings in governance, contract management and financial management. Due to 
contract variations and possible extensions, at the time of the audit report the contract value had the potential to 
exceed $175 million. The simple maths is that that is around an extra $130 million. 

With regard to governance and financial management—I think this might have been touched on before—the 
committee, and, I suppose, the Auditor General, was extremely concerned to learn that Department of Health 
employees had signed off on contract variations well in excess of their authority—I think the member for 
Cannington brought this up when talking about the PAC report—at times exceeding their delegation limit by 
20 000 per cent. One of our recommendations was that the Minister for Health report to the Legislative 
Assembly with regard to looking at more rigour around that authority in governance and financial management 
structures. 
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Another very important matter in assigning contracts and contract management pertains to the Gateway reviews 
process. Although the committee did not receive specific evidence about Gateway reviews, it has been interested 
to read the evidence gathered by the Public Accounts Committee about the implementation of this process within 
the Department of Health. Gateway is a project assurance methodology, if you like, available to agencies through 
the Department of Finance. It involves short, intensive reviews at six critical decision points in a project’s life 
cycle, conducted by an independent review team. The reviews examine the robustness of methods used by 
agencies to plan, manage and deliver major projects, and assist early intervention on issues that may affect cost 
and time delays. 

I quote paragraph 1.29 on page 8 of our report — 

Gateway is recommended for ICT projects with an investment value greater than $10 million and for 
other projects or programs valued at $100 million and above. Although the DoF has considered 
mandating Gateway for projects over these thresholds, it gave evidence that it would prefer to work 
with agencies to convince them of the merits of the process. Reasons for this include resourcing, 
a desire to avoid it becoming a “tick-and-flick” exercise, and increased frequency reducing the 
willingness of independent reviewers to participate. The DoF is also amending its procurement tools, 
templates and publications to require consideration of Gateway during procurement processes. 

The Department of Health has used Gateway for a range of significant ICT and infrastructure projects. It gave 
evidence that it has found this process to be very useful and would have no difficulty with the process being 
mandated. However—this is a big “however”—its actual usage of Gateway is inconsistent. Despite this contract 
having an initial value of $44.9 million, no Gateway review was undertaken for the contract. 

The report goes on to state that other significant ICT projects for which the Department of Health has not 
conducted a Gateway review include core ICT network hardware implementation and commissioning; integrated 
health solution and services; medical imaging platform solution; and information systems for WA Country 
Health Service. 

The committee made the following finding — 

The Department of Health has been inconsistent in its use of the Gateway review process for major ICT 
procurement projects, which reflects a disregard for the value of the process in improving project 
delivery performance. 

That committee also made the following recommendation — 

That the Minister for Health report to the Parliament on the reasons the Department of Health has failed 
to utilise the Gateway review process for ICT procurement projects with an investment value of greater 
than $10 million. 

Madam Acting Speaker (Ms J.M. Freeman), I thank you for your role as a member of our committee. I also 
acknowledge the other members of the committee—the member for West Swan; the member for Mirrabooka, as 
I have said; the member for Hillarys; and the member for Murray-Wellington. I would also like to thank our 
principal research officer, Alison Sharpe, and our research officers, Alice Jones and Catherine Parsons. 

I would ask that the Parliament, and particularly the Minister for Health and the Department of Health, take on 
the recommendations in the report. There is a theme in this report that has been put forward also by the 
Public Accounts Committee in its report “Doing ICT Better”, and in the report of the Education and Health 
Standing Committee into the commissioning of Fiona Stanley Hospital, “More than Bricks and Mortar”. It is 
important to recognise that we have a system error, and we need to fix that error not only for the sake of the 
contract but also for the taxpayers of Western Australia. 

This matter sparked my interest when I read the Auditor General’s report. That was a very frank report. In 
summary, the committee believes that the Department of Health’s mismanagement of its centralised computing 
service contract highlights the great risk and significant cost to the taxpayer of a systemic failure of governance 
and lack of expertise in managing high-value contracts. 

The committee looked also at the issue of employee actions that exceed authority and the consequences of those 
actions within the public sector. The committee wrote to the Public Sector Commissioner in an attempt to better 
understand what, if any, investigations or actions the Public Sector Commission was taking in relation to 
employees who exceeded their authority, and what, if any, recourse was available against those employees. The 
commissioner advised the committee that a preliminary assessment of the facts and circumstances intended to 
advise and assist the director general of Health to determine what, if any, further disciplinary or performance 
improvement action may be appropriate had recently been completed, and that the director general was planning 
to shortly meet with the commissioner to discuss the next steps. The commissioner also advised that there are 
a range of avenues that can be taken against public officers who have the exceeded their authority, depending on 
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the severity of their actions and any mitigating circumstances that might be identified. These avenues range from 
performance management problems to criminal action. He goes on to state that these options are somewhat 
limited if a public sector employee resigns and leaves the public sector. It is almost as though, “Okay, you have 
done something wrong, you resign and there is no recourse.” The committee made the following 
recommendation on this issue — 

That the Minister for Health report to the Assembly on disciplinary proceedings or performance 
improvement action undertaken, if any, which arose from the actions of Employees A and B as set out 
in the Auditor General’s report Health Department’s Procurement and Management of its Centralised 
Computing Services Contract, including as a result of an investigation into this conduct undertaken by 
the Public Sector Commission or other body. 

I commend this short, but important, report to the Parliament. 
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