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Background
Information and Communications Technology (ICT) is often 
critical to the efficient and effective delivery of government 
services. It is also costly.  Annually the WA public sector spends 
about $4 billion on all goods and services. Approximately 
$800 million of that – or one dollar in every five – is spent 
procuring ICT goods and services.   

Experience here and overseas shows many major ICT projects 
are not delivered on time and on budget, and often fail to 
achieve their intended benefits. 

We looked at specific ICT procurements in two large agencies 
– the Department of Health (Health) and the Department 
of Training and Workforce Development (Training). We 
also looked at the roles of the Department of Treasury and 
Finance (Treasury) and the Office of eGovernment, now 
part of the Public Sector Commission. We did not audit the 
actions of any private sector suppliers or contractors.

At Health we focused on the procurement of a new 
statewide Patient Administration System (PAS) as well as 
on the procurement of ICT services. A PAS is an electronic 
record system. It records and provides access to personal 
information and helps manage patient care from admission 
to discharge. Some clinical procedures cannot take place 
safely without access to patient records. A fully functional PAS 
can also help ensure timely response to disease outbreaks. 
The most recent estimated cost of a new statewide PAS system 

was $115.4 million.

At Training we focused on the procurement of ICT services. 
Training relies on contracted specialists to design, develop 
and implement systems and enhancements. Its main task 
is supporting the State’s 10 training colleges. The key 
operational needs include curriculum, teaching materials, 
course management and student records. In 2009 there were 
157 000 students enrolled in these colleges. 

The audit examined whether the agencies had carried out 
these procurements well. We asked three questions:

l	did the agencies plan the procurements well?

l	did they award contracts properly? 

l	did they monitor contract performance to ensure they 
achieved desired outcomes? 

What the audit found
Health’s procurement of a new PAS has not been done well. It 
has been 10 years since a PAS replacement was first identified 
as a priority by Health, and six years since Parliament provided 
the necessary funds, subject to Health first satisfying certain 
conditions. However, the funds are largely unspent, the State 
still does not have a PAS replacement and it is unlikely to get 
one until at least 2014. 

Weaknesses in the planning and governance of the PAS 
procurement, the negotiation of PAS related contracts and 
the monitoring of contract performance have all contributed 
to the delay. There has also been poor recordkeeping of all 
milestone activities – including financial. 

At Training the procurement of ICT services was generally 
sound. However, we found aspects of contractor monitoring 
were poor.

Key findings  
At Health we found:

l	It has taken too long to procure a new PAS. Ten years 
after recognising that its existing PAS arrangements 
were a risk to its operations, Health still has not rolled 
out a replacement, though it had initially committed 
to a replacement by 2009. The initial rollout will now 
not begin until mid 2011 and the new PAS is not likely 
to be fully operational in the metropolitan area until at 
least 2014 and in regional areas until 2018. The delay 
means Health’s operations remain at risk from inflexible 
technology and out-of-date hardware. 

l	Good governance and planning are critical to successful 
ICT procurements but they have been poor in the PAS 
procurement. Health’s governance arrangements were 
unstable and poorly defined.

l	Health has been consistently unable to provide a 
business case that government considered suitable, in 
order to enable access to funding for implementation of 
its new PAS.

l	It was still identifying its business needs and requirements 
when it agreed to procure a replacement PAS from the 
supplier of its existing PAS. 
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l	Contracting for PAS failed to promote open and effective 
competition and increased the State’s risk. Specifically:

	 m	Health increased the State’s risk by contracting 
out of standard clauses in a 2004 PAS support and 
maintenance contract without documenting the 
reasons for doing so. 

	 m	Health did not test the market before obtaining a 
licence for a new PAS in 2009 from the supplier of 
its existing PAS. Testing the market helps ensure 
taxpayers are getting value for money.

	 m	Health does not currently have a formal contract in 
place for PAS support and maintenance or its new 
licence. The existence of a formal contract provides 
assurance that the parties have considered and 
agreed all relevant terms.  

l	There was inadequate contract monitoring. Health did 
not monitor financial progress of the PAS procurement. It 
could not accurately acquit moneys spent on eHealthWA 
programs up to 2008, including PAS. It also inadequately 
monitored contract delivery and performance. It did 
not ensure that the necessary managers had good 
knowledge of and access to contracts. Some contracts 
lacked performance criteria. Where there were criteria, 
Health did not adequately monitor performance against 
them. Monitoring is critical to ensure that contracts are 
delivering outcomes as intended.

l	Identification and management of conflicts of interest 
was inadequate. There was no requirement for 
contractors to declare interests, and no central register of 
interests. Procurement is a recognised high risk area for 
conflicts of interest. 

l	Recordkeeping was inadequate. Health’s management 
of PAS procurement records was poor. It could not 
provide adequate, and in some cases any, records for key 
milestones and decisions. This reduced transparency and 
accountability.   

At Training we found that planning and awarding of contracts 
for ICT services was generally sound. However: 

l	There was poor performance monitoring of contractors:

	 m	There was no routine monitoring of contractor 
performance.

	 m	Identification and management of conflicts of interest 
was inadequate

	 m	Training did not ensure that the managers of the ICT 
contractors had the necessary knowledge of and 
access to contracts. 

Training has relied on contractors at significant cost to 
maintain and enhance existing systems or to develop new 
systems. It has not reviewed this approach for at least five 
years to determine if it still provides the best value for money.

What the audit recommended
Health should ensure the efficient, effective and timely 
replacement of PAS. Specifically it should:

l	prioritise the replacement of PAS in accordance with the 
identified risk

l	work with Treasury to develop a business case that 
satisfies government and facilitates the release of funds 

l	not remove standard contract clauses without seeking 
appropriate advice and clearly documenting the reasons 
for doing so

l	provide sufficient time to test the market and promote 
open and effective competition in future procurements

l	put in place stable and appropriate governance 
arrangements 

l	adequately monitor financial and contract performance

l	introduce adequate systems to identify and manage 
conflicts of interest

l	ensure its recordkeeping meets the requirements of the 
State Records Act 2000.

Training should ensure that it adequately monitors contractor 
performance including conflicts of interest.


