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Introduction 

Following the tabling of our report Health Department’s Procurement and Management of its 
Centralised Computing Services Contract (Report) on 17 February 2016, we received new 
information that is relevant to some of the report’s key findings. These were: 

 2 of the contract variations identified as part of the Centralised Computing Services 
(CCS) contract were incorrectly labelled by the Department of Health (Health) and in fact 
related to the PathWest and Cancer Centre stage II ICT Network Infrastructure (PWCC2) 
contract 

 contract variation practices within the Health Information Network (HIN) at the time were 
less prescribed than we depicted. 

What we did 

We set out to determine whether this new information was relevant and accurate. 

In performing this additional work we: 

 interviewed Health staff and others involved in delivering the CCS contract and PWCC2 
contract 

 reviewed elements and variations of the PWCC2 contract 

 attempted to compare the total costs of the PWCC2 contract with recorded approvals. 

We conducted our work as an investigation under section 18 of the Auditor General Act 
2006, but it is neither an audit nor a review. 

What we found 

Employee C did not authorise CCS variations 

In our Report we stated that 2 variations for work conducted by the Contractor under the 
CCS contract were authorised by Employee C. Further enquiries now reveal that Employee 
C was actually an employee of a contract firm engaged by Health to undertake work related 
to the PWCC2 contract. Also, that the 2 variations signed by Employee C were intended to 
be a confirmation of work done under the PWCC2 contract and were therefore outside of the 
scope of the audit. Excluding these variations, there were 77 variations to the CCS contract 
at an estimated value of $78m, and not 79 at a value of $81.4m indicated in our Report. 

Although both the variations were labelled in such a way that they appeared on their face to 
be part of the CCS contract, and had variation numbers that fell within the sequence of the 
CCS contract and were included in Health’s records as part of the CCS contract, they 
actually related to the PWCC2 contract.  

Confusingly, both variations were also labelled as part of the PWCC2 contract and recorded 
in another Health record as PWCC2 variations. 

It was not clear why these 2 contract variations were incorrectly labelled. We have 
recommended to Health that they confirm that the dual labelling of the variations has not led 
to duplicate payments. 

We now also understand that Employee C’s signing of the so-called variations was not to 
authorise the variation work to proceed, as is suggested by wording in the document but 
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rather was intended by Employee C to be an acknowledgement that the work was completed 
and equipment provided. The work carried out had in fact already been authorised by Health. 

On enquiry, we were told by various parties that this was consistent with HIN practice at the 
time. 

HIN practice was for senior staff to agree contract variations with the Contractor. This was 
normally via an email exchange. The HIN employee or contractor primarily responsible for 
the project’s delivery would then sign the formal variation: 

 if the variation was for an ongoing service, then shortly after the email exchange 

 if the variation was for a specific deliverable, then after the work (and/or equipment) was 
successfully completed. 

We saw evidence of this practice in a number of variations approved under the CCS 
contract. While Health was unable to trace the email approvals for these 2 specific variations, 
we heard from more than 1 party of their existence. In our view, it is more probable than not 
that these emails exist. 

While it is clear that these practices were not consistent with good contractual management 
procedures, it is not clear why they were in operation.  

It is now evident to us that the reference to Employee C in the Report was unnecessary.  

In our Report we recommended that Health address its recordkeeping issues. Our further 
work, and the difficulty in locating relevant emails and documents, highlights the importance 
of doing so. We now also recommend that Health should ensure its staff and contractors 
understand that it is not appropriate to approve variations on the basis of an email exchange. 
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Response from the Department of Health 

WA Health acknowledges the supplementary report and wishes to confirm the following: 

 that the former practice at HIN (now Health Support Services) of approving variations
to contracts via emails has ceased and WA Health has robust processes in place to
ensure appropriate authorisations of procurement decision making, including the
mandated use of an electronic Procurement Development Management System
(PDMS) from July 2016. The PDMS system is designed to also ensure WA Health
complies with the requirements of the State Records Act and to underpin
transparency and good governance in procurement and contract management.

 during this investigation, WA Health confirmed that no duplicate payments had been
made. As additional due diligence WA Health is currently conducting a forensic
financial audit of payments to the vendor of the CCS contract.

Finally, WA Health only became aware of the OAG’s reference to “Employee C” upon the 
finalisation and subsequent tabling of the Report. This prevented the opportunity for WA 
Health to fully investigate and clarify with the OAG the employment status and the contract 
variation discrepancy prior to release of the finalised report. 
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