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Direction Concerning Confidentiality of Information and 

Documents Provided to the Peel Health Campus Special Inquiry 
 
 
 

1. On Thursday 6 December 2012, the Premier directed the Public 

Sector Commissioner to arrange for the holding of a special inquiry 

pursuant to section 24H(2) and (3) of the Public Sector Management 

Act 1994  to examine all aspects of the delivery of public health 

services at the Peel Health Campus by Health Solutions Pty Ltd on 

behalf of the Department for Health ("the Special Inquiry"). 

2. On 10 December 2012 I was appointed to undertake the role of 

Special Inquirer. 

3. During the course of the Special Inquiry I invited witnesses and 

those providing information and documents to make submissions as 

to whether their name, evidence and submissions should be treated 

as confidential during and after the conclusion of the Special Inquiry.  

I adopted this course of action due to the nature of evidence, 

documents and issues for consideration in the Special Inquiry.  In 

both written and oral submissions, it was contended that I should do 

all within my power to preserve the confidentiality of witness names, 

evidence and submissions.  I accept the force of those submissions. 

4. In light of the above matters, I am satisfied that it is appropriate for 

me to exercise the power under s24J(4) of the Public Sector 

Management Act 1994 to determine the practice and procedure to 

be followed in connection with the confidentiality of the evidence 

given, and information and documents provided, to the Special 

Inquiry.  Accordingly I DIRECT as follows: 

All Public Sector Bodies and Employees (as those terms are defined in 

the Public Sector Management Act 1994) must at all times keep 

confidential: 

(a) the name of all witnesses before the Special Inquiry; 

(b) transcripts of evidence before the Special Inquiry; and 

(c) all submissions made to the Special Inquiry. 

(together "the Confidential Information and Documents")    

 

http://www.publicsector.wa.gov.au/public-administration/sector-performance-and-oversight/reviews-investigations-and-special-inquiries/special-inquiries/peel-health-campus-inquiry
http://www.publicsector.wa.gov.au/public-administration/sector-performance-and-oversight/reviews-investigations-and-special-inquiries/special-inquiries/peel-health-campus-inquiry
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The Confidential Information and Documents must only be used and/or 

disclosed by Public Sector Bodies and Employees for the purposes of 

conducting the Special Inquiry or, after the conclusion of the Special 

Inquiry, in accordance with the written permission of the Public Sector 

Commissioner. 

5. It is my intention in making this direction that the Confidential 

Information and Documents be restricted from release to the fullest 

extent that the legislation and executive power of the Government of 

Western Australia allows.   

6. My intention, and the content of my direction, ought to be taken into 

account in the classification of any documentation as “records” for 

the purposes of a record keeping plan pursuant to the State 

Records Act 2000. 

7. My intention, and the content of my direction, ought to be taken into 

account by any public sector agency dealing with an access 

application under the Freedom of Information Act 1992. 

 

Dated the 28th day of March 2013. 

 

 

 

Professor Bryant Stokes AM 

Special Inquirer 
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Executive Summary and 
Recommendations 

The Inquiry into the Peel Health Campus (PHC) concerning the services provided to 

public patients for which the Operator of the Campus, Health Solutions (WA) Pty Ltd 

(HSWA) has a Contract with the Department of Health (DoH) was established in 

response to a statutory direction by the Premier, the Hon. Colin Barnett MLA after 

what appeared to be issues arising concerning the management and service delivery 

by that organisation. 

The Inquiry has found deficiencies in some aspects of meeting contractual 

obligations as well as some deficiencies on the part of the Contract Manager, mainly 

the DoH and its delegated officers. As can be expected, the Contract signed in 1997 

is not a Contract which fits with the contemporary requirements of such private 

management of public services. 

Despite these deficiencies the Inquiry has found: 

 No evidence of compromised patient care although some of the issues raised 

and investigated have a risk of that occurring. 

 No evidence on a significant sample of cases of clinically improper 

admissions. 

 That the Clinical Decision Unit (CDU) was established for appropriate clinical 

reasons but its processes exposed the PHC and its doctors to a significant 

conflict of interest by the introduction of what could appear to be admission 

incentive payments. 

 That the payment structure for the services provided to public patients at PHC 

is a satisfactory outcome for the State’s investment. 

The Inquiry has found that the Operator has fulfilled satisfactorily their patient care 

contract as requested in each of the years the Agreement has been running and the 

basis of the Contract is that they receive previously determined allocated payment for 

the service they provide to each individual patient. 

This summary will highlight issues that have been detected and advise that in the 

latter part of 2012 both the Contract Manager and the Operator have taken significant 

steps to address these. 
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1. The Contract 

In 1997 this Contract was one of the early contracts written for the delivery of 

Western Australian health services and is fairly broad in concept and poor in detail, in 

particular there are no written-in sanctions for failure on the part of the Operator to 

perform in many aspects. For example there are only general requirements to meet 

DoH Operational Instructions especially around reporting and the timeliness of those.  

In the Contract there is very little guidance as to the permissions relating to the 

acquiring of Group One equipment and the accurate identification of those assets. In 

an addendum to the Contract in 2000 no further clarity was shed on this issue.  

The Contract Manager has over the years focused on the delivery of the outputs of 

the Contract, namely the delivery of the appropriate casemix as set in the Maximum 

Payment Amount (MPA) and to some extent examining the financial requirements of 

the Contract. Issues of patient safety, facility management, assessment by the 

Australian Council of Healthcare Standards (ACHS) and compliance with licensing 

requirements of the Licensing and Accreditation Regulatory Unit (LARU) of the DoH 

are reported separately to the DoH and to the Operator and may bypass the Contract 

Manager unless actively sought out by that entity. 

This, in the Inquirer's opinion, runs the risk of fragmented management of the 

Contract and evidence has been obtained to support this premise. 

The Contract Manager until recently has not kept an accurate and timely oversight of 

the Group One and Group Three  assets and this may partly be due to a poor 

definition of those assets but this should not be a reason for failure in this area. 

The Operator on the other hand has not complied in a timely way to reporting on 

some issues to the Contract Manager including the keeping of an accurate asset 

register, a clear maintenance schedule of Group One and Three equipment and 

reporting of serious adverse events of a clinical risk nature. It needs to be said 

however, that with review, the incidence of serious adverse events are in keeping 

with the number of such events in benchmark hospitals. 

The Contract as written in 1997 has not kept pace with current contract standards–it 

does not contain the requirements of a contemporary contract for a similar health 

care system for now and beyond. This includes more significant probity controls 

including meeting specific plans for operational areas and compliance mechanisms. 
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2. Governance and Management 

The PHC is managed by the Board of HSWA is supported by the Hospital Executive 

consisting of the Chief Executive Officer (CEO), Chief Operating Officer (COO), a 

Chief Financial Officer (CFO), a Director of Clinical Services and a Director of 

Nursing and Midwifery.  

Until recently it appears that the governance of the organisation has consisted of a 

disconnected hierarchy with most control coming from the Board with friction 

apparent at times between the various executive members and only the CFO having 

full access to all the financials of the organisation. 

Whilst the reason for this may be that no financial implications should be allowed to 

overshadow clinical service delivery this made it very difficult for responsible staff 

such as the CEO or COO to be aware of implications affecting the running of a safe 

and successful business. 

There is evidence which supports the view that members of the Hospital Executive 

could have acted better as a team rather than set each other off against each other 

and to the Board. Whilst this has not been seen to alter good patient care it 

undoubtedly influences the culture and atmosphere of the organisation to reduce the 

cohesion of an executive team. 

Whilst it is appreciated that the Board is responsible for the performance of the 

hospital including patient safety and care, day to day involvement by the Board in 

management including micromanagement leaves the executive significantly exposed 

from a corporate sense. 

It is not denied and totally accepted that a private organisation running a healthcare 

facility involving the care of public patients needs to produce a profit but the 

requirements of senior management in this process is important to ensure 

appropriate balance of staff and resources. 

During the last few years the high turnover of senior management has led to staff 

anxiety and repeated changes in management style has resulted in areas of 

responsibility being overlooked and has led to some of the issues of Contract non- 

compliance. 

Information supplied to the Inquiry indicates that when seeking funds for purchase of 

equipment or for the increase in nursing or clerical staff that the request process was 

often prolonged and involved leading to major frustration and this in turn would 

appear to have contributed to staff resignations. 
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3. Staff 

 This Inquiry acknowledges the dedication of staff, especially of nursing and middle 

management, which has allowed PHC to be a safe and well functioning hospital from 

the patient care perspective. 

However there is evidence that staff have felt undervalued and when stressed by 

increased work load their requests for assistance with staff levels often went 

unanswered. Staff requirements in a hospital can fluctuate with illness severity of 

patients and may vary from day to day or week to week. Reports from LARU and 

ACHS have indicated adequate staffing ratios but these reports are taken on an 

average annual basis and do not necessarily reflect fluctuations of acute variations of 

patient illness severity on an intermittent basis. 

The failure to have a robust Human Resource (HR) system at PHC in the past has 

lead to a situation where staff have not had an area to turn to for advice in workplace 

issues. This has now been overcome by the establishment of such a service so the 

Inquiry has been informed. 

PHC to their credit did commission in 2012 a HR and employee relations review (the 

Baines Report) and this report outlined many issues of staff concern including the 

divisive management style of the hospital. The Inquiry has heard that cohesive 

management with staff being involved did not really take place and hopefully this has 

now been addressed by a more inclusive management style. 

A meeting of medical staff in July 2011 outlined concerns over the culture of the 

attitude to staff and the Executive undertook to address the issue. The Inquiry is of 

the view that for medical staff to meet over this would indicate that there was 

substance to these concerns. 

The salary of nursing and other hospital support staff is below that which is paid to 

similar staff in the public hospitals. There is a process at PHC to steadily close this 

gap and part of the MPA is available for salary increases. The Inquiry has not been 

able to determine how this is practically applied and recommends that the Contract 

Manager should investigate whether these funds allocated in the MPA have been 

used for this purpose. 

For some years there has been very serious difficulty in attracting staff, particularly 

doctors, to work at PHC. This particularly applied to obtaining trained Emergency 

Department (ED) specialists who held appropriate qualifications such as Fellow of 

the Australasian College of Emergency Medicine (FACEM). This staff shortage was 

not unique to PHC as it was reflected in many ED's especially in rural and outer 

metropolitan State hospitals. It is for this reason that often increased payments in the 

form of salary were made to attract clinicians to these areas. PHC payments for 

FACEMs were below those payments being paid elsewhere so the Inquiry was 

informed. An organisation called Locumforce Pty Ltd was employed to assist in the 

recruitment of ED medical staff and this organisation was partly owned by employed 

PHC ED medical staff and this can be perceived as being a conflict of pecuniary 
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interest between the employees and HSWA. This is a matter for their  Board and has 

no bearing on public patient costs which are limited to the MPA. 

4. Clinical Care 

As stated previously the clinical care of patients on the whole is appropriate, safe and 

effective at PHC over the last 3 years as examined in this Inquiry. 

There were however issues associated with the admission processes particularly at 

the time of the development of the Clinical Decisions Unit (CDU) in 2010. 

These issues were associated with the introduction of the 4 Hour Rule to all hospital 

Emergency Departments and it appeared to the Inquirer that the development of the 

CDU was associated with an understanding of the issues associated with patients 

being either admitted or discharged within that timeframe. The 4 Hour Rule which 

commenced in Western Australia is also part of the Council of Australian 

Governments (COAG) health reforms and forms the basis of the National Emergency 

Access Times (NEAT) hospital Key Performance Indicators (KPI). 

From early in 2000 the DoH introduced requirements state-wide of what type of 

patients could be admitted to a public hospital and which would attract a payment for 

a Diagnostic Related Group (DRG). These requirements were promulgated in 

Technical Bulletin (TB)17/3. 

The Inquiry can find no documented evidence in the establishment of the CDU that 

staff, including doctors were informed of these requirements although the Inquiry was 

told that this was not the case. In all the documentation examined  it was noted that 

PHC set up their own criteria for admission and it was not until a review in early 2012 

of CDU admissions that staff were informed that the review by PHC would take into 

account TB 17/3. 

The reason behind the setting up of the CDU was to reduce the number of patients 

being transferred out of ED to other hospitals for further treatment and this was part 

of their requirement under their MPA. However it seemed that the execution of this 

process did not take into account the extra resources required such as an increase in 

clinical staff, both medical and nursing, and clerical and other support staff. 

All this was done despite the fact they were setting up a process to map out issues 

which would arise with the 4 Hour Rule. It seems to the Inquiry that this was an 

example of disconnected management and it is also noticed that one of the reasons 

documented for setting up the CDU was to capture “lost revenue and maximise the 

use of the MPA”. The setting up of the CDU for this reason risked compromising the 

objectives of TB 17/3 and this in fact eventuated. 
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In addition it was proposed, in the establishment of the CDU, that as patients were 

being admitted to the hospital often as short stay patients that extra work would be 

placed on FACEMs managing these patients in an in-patient setting as opposed to 

their normal assessment and care in ED. 

The other issue which occurred in the establishment of the CDU was an extra 

payment of $200 per admission being made to the CDU FACEM who admitted a 

patient referred by the ED FACEM. It was proposed that the CDU FACEM would 

manage the patient after admission and that as rosters changed the payment 

between FACEMs would even out. The extra payment was initiated it seems for the 

extra work a FACEM would need to do to manage the admitted patient. 

Sadly because of staff shortages especially at weekends it was often the same 

FACEM in the ED and CDU who would both admit and subsequently manage the 

patient in the CDU. This could place the doctors in a moral conflict and be perceived 

to be vulnerable to fraud. The Inquiry has found no evidence of fraud as such but did 

find a flawed system in the introduction of the CDU. 

As the body of this report indicates after review of the CDU many cases of 

inappropriate admissions were detected - these were inappropriate as regards TB 

17/3 but not necessarily clinically inappropriate. 

The Inquiry can find no substantiated evidence of deliberate attempts by PHC to 

falsify information concerning patient medical records. However there have been 

detected some instances when an admission time has been placed on a medical 

record prior to the patient having a recorded assessment by a doctor in ED. The 

Inquiry accepts that sometimes, such as in instances of urgency, a non-recorded 

assessment can be made and then the assessment recorded later by the doctor.  

It is clear that the establishment of the CDU was an appropriate mechanism to 

reduce transfer of patients to other hospitals and to align with the 4 Hour Rule as has 

already been stated but the process by which it was developed was flawed and 

inadequate, in the opinion of the Inquiry, PHC did not take into account the impact 

such a move would have on staff work load and on ward disruption with patients 

being admitted to various wards including at times a general patient in the maternity 

ward. 

The extra $200 payment to FACEMs was inappropriate due to the failure to ensure 

that clear criteria were applied so that the DoH was only billed by PHC for admissions 

within scope of TB 17/3. 

If reward was to be made for extra work in the opinion of the Inquiry that should have 

been made in the form of a standard salary increase rather than what appeared to be 

as an incentive payment directly related to admissions. 
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5. Information Systems 

The heart of any good functioning hospital in order to deliver appropriate care is an 

integrated IT system which allows seamless information concerning patient 

demographics, patient care, patient test results and business management. 

PHC has many of these elements but they are somewhat fragmented and 

cumbersome and not integrated and three reviews commissioned by PHC have 

pointed to improvements which will be necessary. One report indicated that the IT 

applications may have led to a possible safety issue for a particular patient (which did 

not in fact eventuate) and to issues of patient names and identification being 

inappropriately recorded in different systems. The findings of these issues in that 

report have been refuted by PHC management and the Inquiry has an open view on 

this issue. 

Nonetheless the reviews have recommended significant upgrading to the systems 

and the Inquiry understands this is being addressed. 

One issue identified was the remote access to the IT system by the company 

employed to manage it. Whilst this access is appropriate there has not been put in 

place a log-in register as to when and by whom this occurs. This has been drawn to 

the attention of PHC. 

6. Group Three Equipment, Asset Register and the Sinking Fund 

This Group comprises the equipment that the State handed to the Operator at the 

commencement of the Contract, is required to be maintained or replaced by the 

Operator during the Contract term and to be returned to the State at the end of the 

Contract and in essence is that equipment that is not fixed, plumbed or fixed wired 

and basically involves moveable items. Unfortunately as already stated the definition 

of this equipment schedule needs major attention.  

The Sinking Fund established by the Contract is designed to have funds put aside to 

replace items in this Group and to maintain and increase them as needed for 

continuing running of the hospital. The objective is to ensure that at the end of the 

Contract term all moveable items needed for a fully functioning public hospital are 

returned to the State so that there is a seamless transition of hospital services.  

The Sinking Fund is maintained by 2% of the gross monthly MPA being paid into an 

account which is to be kept separate from other PHC accounts. Currently the Sinking 

Fund would appear to meet audit compliance. 

At the same time the Operator is required to keep an Asset Register of this 

equipment and to maintain that Register. 
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The Inquiry has identified four issues with the Fund and Asset Register: 

a. There is evidence that until recently PHC was placing net funds into the 

Sinking Fund rather than the gross amount. This was done after using gross 

funds to purchase or replace Group Three Equipment. 

There is no suggestion that in doing this there is any impropriety as the end 

result for the Fund is the same but the accounting practice needs to be 

transparent. The Inquiry has sighted evidence that this has been attended to. 

b. The Asset Register has been poorly kept by the Operator in as much that 

items when purchased are placed on the register but when disposed of are not 

removed from the register. The most recent register has over 17000 items 

listed but it is not known how many of these still exist nor their disposition. 

Items are not tagged meaning they are difficult to account for. The Contract 

Manager has not supervised this Register efficiently. 

c. The funds in the Sinking Fund were placed in a separate account in a major 

bank and subject to interest which would accrue to the benefit of the Fund. 

During the global financial crisis this interest percentage went to an extremely 

low level before it was brought to the attention of PHC who were not informed 

by the bank. The bank has reimbursed some funds which have been placed 

back in the Sinking Fund. The Contract does not specify that these funds 

should be placed in an interest bearing account. 

d. There is evidence that some Sinking Fund monies may have been used to 

purchase equipment in the private ward. If this has been the case, those funds 

need to be returned to the Sinking Fund and the Contract Manager needs to 

be involved in the review undertaken. The Inquiry is  not concerned if some of 

the fund has been used to purchase operating room equipment which is 

shared both by private as well as public patients. Reduplication of this type of 

equipment is wasteful and inappropriate. Sharing of such equipment is 

sensible and unobjectionable provided that this equipment is readily 

identifiable.    

7. Group One Equipment and the Facility 

As stated previously the definition of this equipment is intended to mean non 

moveable items and includes buildings and fixed infrastructure. It is the responsibility 

of the Operator to maintain this equipment and the responsibility of the State is to 

replace this at the end of the equipment’s useful life or in the inability despite 

appropriate maintenance for the equipment to function. 

There appears to be no robust up to date Register of this equipment kept by either 

the Contract Manager or the Operator and this to a large extent has led to 

disagreement between the parties as to who should be responsible for what, and 



Peel Health Campus: Contract Management and Clinical Outcomes 

 
 

 
 
 
   9 
 
 

would appear to have led to delays in repairs and replacements so the Inquiry has 

been informed. The evidence for this is somewhat intangible. 

A building compliance review of the facility has been carried out in February 2009 

and at the request of this Inquiry in March 2013 by Building Management and Works 

(BMW). The assessment concluded that the level of maintenance work is within 

normal limits for a facility of this size and type and represents a better than average 

condition when compared to similar facilities. 

Evidence to the Inquiry indicates adequate maintenance but a cumbersome system. 

Whilst the building is assessed as being in a better than average condition, there 

needs to be robust recording of the maintenance program and log for care of Group 

One Equipment.  

8. Compliance with Regulations, Licensing and Patient Safety 

The PHC and its Operator are bound to comply with State Health laws and bound to 

adhere to the recommendations and instructions given by LARU after each annual 

inspection.  

The Operator is obliged to carry relevant current insurance and to adhere to strict 

regulations in respect especially to the Poisons Act 1964 and the Radiation Safety 

Act 1975 the latter in relation to the use of Image Intensification in the operating 

rooms and in the wards. This equipment would appear to be operated by a private 

radiological company Global Diagnostics which provides imaging services on the 

campus. However it is still the Operator’s responsibility to ensure that the equipment 

operated in the clinical areas are used according to law.  

The inspections carried out by LARU have essentially carried no higher number of 

adverse findings than those that are given to other comparable private hospitals. One 

issue has been concern over cleanliness of the site but this now appears to have 

been addressed. The PHC is also subject to accreditation reviews by ACHS and 

these reviews have delivered many high commendations which indicates that the 

campus is functioning well but these reviews do not necessarily look at all issues 

including management and culture. 

Currently the License has some mandatory items and conditions to address and 

these are discussed  in the body of this Report.  

The Australian Commission on Safety and Quality in Health Care has developed ten 

standards which have been endorsed by the Australian Health Ministers as part of 

the Council of Australian Governments reform and mandatory to be instituted in all 

hospitals from January 2013. The Inquiry notes that the current management of PHC 

is aware of these requirements and part of monitoring of the Contract will be to 

ensure these are followed.    
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9. The PHC and the Community of the Peel Region 

It appears that PHC has had a Community Advisory Council since the inception of 

the Contract as required. The Inquiry notes however that this Council has not met 

regularly since 2011 but recently it has been reinvigorated and the previous 

Chairman has been asked to reconvene the Council. 

From general discussion the PHC appears to be well perceived as supplying good 

clinical care in the community, has had community involvement in its volunteer 

program and support through fundraising activities. It also appears that this is 

reciprocated with the Operator providing funds for community care in various 

activities. 

The Health Consumers Council reports few complaints concerning patient care. 

10. In Summary 

In summary this Inquiry has found a hospital providing patient care to be functioning 

in a satisfactory manner to the users of the system. However there are areas which 

require improvement in management style and coordination as well as staff 

recognition. The disconnected hierarchical system of management must be 

abolished. 

The leadership of the Hospital Executive must be given operational responsibility to 

manage the hospital as a cohesive executive working within parameters set by the 

Operator's Board and that Board in turn should not intrude into day to day 

management responsibility except where there is clear demonstration of 

management failure. 

The Inquiry has also found that the Contract Managers until recently have been 

focussed on outputs only of the Contract and have not managed  as well as they 

should all the others issues of regulatory compliance, supervision of patient 

outcomes and asset management. 

Many of the issues identified in this Inquiry, especially relating to asset management 

should have been resolved between the Contract Manager and the Operator well 

before the 17th year of a 20 year Contract. 

Despite these issues the Peel region has a well accredited hospital with appropriate 

patient care and the State does appear to be obtaining a satisfactory outcome for its 

investment in this Contract which needs to made more contemporary. 
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Recommendations 

The Special Inquirer, Professor Bryant Stokes AM has made the following 

recommendations: 

Recommendation 1  

The current Contract at the conclusion in 2017 or sooner if possible should be re- 

negotiated and revised in line with contemporary service contracts to ensure 

compliance in all aspects of management of public patients with timely reporting and 

incentives and sanctions inserted to deal with non-compliance. 

Recommendation 2 

The Contract Manager must actively manage all aspects of the Contract including 

asset management and those which affect all mandatory reporting, compliance with 

patient safety and care, monitoring clinical outcomes as well as clinical outputs. 

Recommendation 3 

The Operator under the Contract needs to heed that public patient activity which is 

allotted to PHC is the activity which is decided by the DoH in line with the Clinical 

Services Framework set for the Area or Region. In this process of activity allocation 

the DoH must involve the Operator to mutually understand its responsibilities. 

Changing population demographics and demands which will occur throughout the 

annual life of the allocated activity must be re-examined by both parties in a timely 

and cooperative manner. 

Recommendation 4 

The Contract Manager and the Operator need to work in a collaborative manner to 

ensure best patient outcomes; competitive or antagonistic rivalry will not produce the 

best and safest outcome for patients. 

Recommendation 5 

A clear and cooperative process is required to define accurately Group One and 

Group Three Equipment so that no confusion exists as to responsibilities of all parties 

in managing these assets.  
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Recommendation 6 

An urgent assessment of the Asset Register of both Group One and Group Three 

Equipment needs to occur together with an active and easily defined maintenance 

register and record. Assessment of use of Group Three Equipment in private wards 

also needs to be part of this assessment. 

Recommendation 7 

The Operator should urgently assess the systems and process and the ability of an 

appropriate IT system to provide timely and clinically compatible systems to ensure 

seamless patient care, record keeping and at the same time produce accurate 

business information. 

Recommendation 8 

The Operator needs to ensure an appropriate process of monitoring and reviewing its 

policies and procedures to ensure timely adherence to necessary directions and 

obligations that are required to be met by the Operator under the Contract, especially 

related to patient admissions and documentation.  
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1. Conducting the Special Inquiry  

 
Background 

On 30 November 2012, the Parliamentary Standing Committee on Estimates and 

Financial Operations (Committee) presented Report 40: Inquiry into Peel Health 

Campus Payments Report.1 

The Committee acknowledged that in the time it had available it had not been 

possible to investigate all of the allegations made and all the issues identified 

concerning the provision of health care on behalf of the State by Health Solutions 

(Western Australia) Pty Ltd (HSWA) as operators of the Peel Health Campus (PHC).  

As such, one of the Committee’s recommendations was that the Government 

establish an independent inquiry with investigative powers into the operation of PHC 

by HSWA. 

Following this, the Western Australian Government determined that a Special Inquiry 

should be established to examine a number of specific matters that were raised in 

the Committee’s report. 

Announcement of the Peel Health Campus Inquiry 

On Thursday 6 December 2012, the Premier directed the Public Sector 

Commissioner to arrange for the holding of a special inquiry pursuant to section 

24H(2) and (3) of the Public Sector Management Act 1994 (PSM Act) to examine all 

aspects of the delivery of public health services at the PHC by HSWA on behalf of 

the Department of Health (DoH). 

The Public Sector Commissioner on 10 December 2012 appointed Professor Bryant 

Stokes AM to undertake the role of Special Inquirer (Inquirer) as per section 24H (5) 

of PSM Act. 

 
 
 
 

 

                                                      
 
1
 Standing Committee on Estimates and Financial Operations, Western Australia, Legislative Council, 

Report Forty – Inquiry into Peel Health Campus Payments, November 2012. 
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Provisions for a Special Inquiry under the Public Sector 
Management Act 1994 (PSM Act) 

Section 24I of the PSM Act outlines the powers of the Inquirer. 

(1) A special inquirer or a person authorised in writing by a special inquirer may 

for the purposes of a special inquiry — 

(a) enter the premises of a public sector body; and 

(b) by written notice require a person to produce to him or her any document  

that is in the possession or under the control of the person; and 

(c) inspect any document produced to him or her and retain it for such 

reasonable period as he or she thinks fit, and make copies of it or any of its 

contents. 

Section 24J of the PSM Act explains the procedure and evidence requirements to be 

adhered to by Special Inquiries.  That section provides:  

(1) An individual, public sector body or other body may be represented at a 

special inquiry by a legal practitioner or other agent. 

(2) A special inquirer must act independently in relation to the performance of his 

or her functions. 

(3) A special inquirer –  

(a) is not bound by the rules of evidence and may be informed as the special 

inquirer thinks fit; and  

(b) must act according to equity, good conscience and the substantial merits 

of the case and without regard to technicalities and legal forms. 

(4) To the extent that the practice or procedure of a special inquirer is not 

prescribed by or under this Act, it is to be as the special inquirer determines.  

(5) A special inquirer does not have the power to make an award of costs.  

Schedule 3 of the PSM Act provides for: 

1. Power to summon witnesses and documents 

2. Duty of witnesses to continue in attendance 

3. Power to examine on oath or affirmation  

4. Penalties for non-attendance and non-production of documents etc. 

5. Hindering or misleading special inquirers 

6. Protection to special inquirers and witnesses. 
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Terms of Reference 

The Inquiry, to be conducted pursuant to section 24H of the PSM Act, was to 

examine all aspects of the delivery of public health services at PHC by HSWA on 

behalf of the DoH, with specific reference to: 

1. whether the Contract between the State of Western Australia and HSWA has 

been appropriately constructed, applied and administered over time, with 

particular reference to alleged illicit incentive payments to doctors  

2. the adequacy of probity controls and financial systems in place and their 

effectiveness to achieve the objectives of the Contract 

3. whether, and to what extent, the effectiveness of arrangements in place 

between the DoH and HSWA, and the oversight of those arrangements, has 

compromised the clinical outcomes of patients to whom services are provided 

pursuant to the Contract  

4. whether the State is getting value for money from the contractual 

arrangements in place to provide patient services at PHC 

5. any improvements that could be made to the contractual or statutory 

governance arrangements in order to enhance patient services to patients, 

and the cost effectiveness for the State of those services, provided pursuant to 

the Contract at the PHC.  

Conducting the Inquiry 

Inquiry Unit 

One of the first steps the Inquirer took was establishing a staff unit to support the 

Inquiry. As the Terms of Reference included complex financial and clinical elements, 

it was important that the Inquiry Unit had the expertise to address these elements. 

The Inquiry Unit supporting the Inquirer included the following staff: 

• Executive Officer  

• Principal Project Officer  

• Principal Financial Audit Officer  

• Project Officer.  

The Inquiry also received legal support from the Public Sector Commission’s General 

Counsel and ancillary administrative and communications support from the Public 

Sector Commission. 
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Submissions to the Inquiry 

As part of the investigation and evaluation process, the Inquiry invited submissions 

from the general public. Public notices appeared in metropolitan and Peel region 

newspapers in the week of 17 December 2012 and again in the week of 14 January 

2013. Information on how to make a submission to the Inquiry was available in the 

Peel Health Campus Inquiry section of the Public Sector Commission website. 

The Inquiry received submissions from six individuals before the closing date of 

15 March 2013. The Inquirer is grateful to these individuals for the time and effort 

they put into preparing their submissions and assisting the Inquiry. 

In addition to inviting submissions from the general public, the Inquirer invited 

submissions from both the DoH and PHC. These invitations contained some specific 

areas that the Inquirer requested be addressed, along with the opportunity for both 

parties to provide any additional information that they considered relevant to the 

Inquiry Terms of Reference. 

Both the DoH and PHC accepted the invitation from the Inquirer and provided 

detailed submissions to the Inquiry. The Inquirer appreciates the cooperation of both 

parties and the significant time and effort that their members of staff put into 

preparing their submissions. 

Information and Documents  

The power to summons the production of information and documents was utilised by 

the Inquiry to obtain documents from individuals and agencies. For the most part this 

was not used to compel production because of unwillingness to assist, but as a 

means of obtaining information free of any concerns about the confidentiality and 

protection of documents. The types of information and documents requested and/or 

summonsed for use by the Inquiry included: 

• financial data and reports 

• medical records for the purposes of clinical audits 

• agendas and minutes of meetings 

• lists of patient admissions to the Clinical Decisions Unit (CDU) at PHC 

• audits, reports and reviews conducted in relation to PHC 

• information relating to licensing 

• PHC Emergency Department (ED) patient presentation and admissions 

policies and procedures 

• billing information and processes 

• insurance information 

• contact details of potential witnesses. 
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Assistance from Organisations 

The Special Inquirer sought assistance from the following organisations and 

appreciate their cooperation: 

• Parliament of Western Australia 

• State Solicitor’s Office 

• Department of Finance (Building Management and Works) 

• Department of Finance (Office of Government Procurement) 

• Office of the Auditor General. 

Evidence from Witnesses 

The Inquirer met with 41 individuals throughout the duration of the Inquiry to receive 

oral information relating to the Inquiry’s Terms of Reference. Of these 41 individuals, 

11 were part of initial meetings and discussions and 30 were summonsed by the 

Inquirer to attend formal hearings. 

Individuals included: 

• former and current employees of the DoH 

• former and current employees of PHC 

• former and current Board members for PHC 

• external contractors involved in reviews and audits conducted at PHC 

• Members of Parliament 

• Senior Western Australian Public Sector employees 

• Fellows of the Australasian College of Emergency Medicine (FACEMs). 

All summons and hearings were conducted in accordance with the PSM Act and 

witnesses attending private hearings were given the opportunity to attend with a 

representative such as a lawyer or support person. An oath or affirmation was 

administered to all witnesses attending private hearings. 

Confidentiality of Witnesses 

The Inquirer has determined that the names of all witnesses before the Inquiry, all 

transcripts of evidence and all submissions made to the Inquiry must be kept 

confidential.  

The Inquirer has issued a Direction Concerning Confidentiality of Information and 

Documents Provided to the Peel Health Campus Special Inquiry which can be found 

at the front of the Inquiry Report. 

The Inquirer, in writing the report has not attributed evidence to an individual and has 

attempted to de-identify the source of the evidence as much as possible. The 



Professor Bryant Stokes AM 

 

18 
 
 

premise of this was so a reader will not be able to readily identify the evidence of a 

particular person. 

Report Outline and Contents 

The following provides an overview of the contents of each of the subsequent 

chapters in the Inquiry Report: 

Chapter 2: Establishment of the Peel Health Campus 

This chapter provides an overview of the redevelopment of Mandurah hospital into 

PHC. It also includes a brief explanation of contract for service arrangements at the 

time and significant reviews conducted in relation to the private sector delivering a 

public health service. 

Chapter 3: Contract Obligations and Contract Management 

This chapter looks at the key objectives and obligations of the contracts that bind the 

running of PHC; how these have been met by the parties involved and importantly, 

looking toward the cessation of the Contract, and what can be expected from a 

similar contract today. 

Chapter 4: Asset and Financial Management 

This chapter outlines the significant obligations on HSWA relating to assets and the 

management of those assets, particularly the purchase and recording of assets and 

ensuring funds are available for additional purchases through the establishment of a 

sinking fund. 

Chapter 5: Patient Care: Clinical Safety and Quality 

This chapter looks at clinical safety and quality at PHC and considers whether the 

services provided under the Contract are appropriate and whether the clinical 

outcomes of patients have been compromised in any way. In considering these 

matters, the Inquiry conducted a review of patient medical records that documented 

clinical care of which the findings are outlined in this chapter. 

Chapter 6: Licensing and Standards 

This chapter considers compliance with the Licensing and Accreditation Regulatory 

Unit (LARU); the Australian Council on Healthcare Standards (ACHS) accreditation; 

and National Safety and Quality Health Service Standards. 
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Chapter 7: 2010/11 in detail: the Clinical Decisions Unit and Payments to 
Doctors 

This chapter provides an overview of the establishment and execution of the Clinical 

Decisions Unit (CDU) at PHC in 2010/11 and considers the $200 payments made to 

doctors for admissions to the CDU. It also includes the findings of an audit of CDU 

admissions conducted by the Inquiry. 

Chapter 8: Staff and Management 

This chapter provides an overview of the organisational structure at PHC and 

explores evidence received by the Inquiry in relation to the Board, the Executive and 

the employees at PHC. The Inquiry investigated this evidence with the objective of 

determining whether matters relating to staffing and management had any effect on 

the clinical outcomes of patients at PHC.  

Chapter 9: Systems and Processes 

This chapter reviews the systems and processes for patient management, business 

management and financial systems at PHC. This includes determining whether 

appropriate controls are in place to ensure that systems are supported by policies 

and procedures and are used to guide staff at PHC. 
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2. Establishment of   
Peel Health Campus 

The following chapter provides an overview of the redevelopment of Mandurah 

hospital into Peel Health Campus (PHC), a dual collocated private and public hospital 

managed by Health Solutions WA Pty Ltd (HSWA). It also includes a brief 

explanation of contract for service arrangements at the time and significant reviews 

conducted in relation to the private sector delivering a public health service. 

Agenda for Reform - 1993 

In February 1993, an independent commission was appointed to review and report 

on the finance of the Western Australian public sector which was chaired by Mr Les 

McCarrey.  In June 1993, the Independent Commission to review Public Sector 

finances published its report Agenda for Reform1 which detailed opportunities for 

efficiencies through changes to Government procurement and operations. 

The report was wide ranging in potential reforms of the financial management of the 

public sector, including the budgetary process. The report also articulated existing 

examples and opportunities where the public sector was changing models of service 

delivery.   

When it was published, Volume 2 of the report noted that the Health Department was 

“committed to implementing the purchaser / provider model”2 and had identified 

several potential hospitals. In regards to the direction being taken by the department, 

the Commission recommended that it “develop a complete framework for 

privatisation, including service contracts and systems for monitoring standards and 

costs regulation parameters”.3 

The Commission could not estimate savings but wrote that the privatisations would 

contribute to a “reduction in administration and domestic costs in Western Australian 

hospitals and general cost reductions in other categories”.4 

 

                                                      
 
1
 Western Australian Independent Commission to review public sector finances, Agenda for Reform, 

June 1993. 
2
 Ibid, p. 217. 

3
 Ibid, p. 219. 

4
 Ibid. 
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Provision of Health Services for the Peel Region 

In 1994, the Minister for Health established a Community Reference Group to make 

recommendations as to the range, volume and location of health services and 

facilities which the community should expect to be provided in the Peel region. This 

was established following an analysis of the health services in the Peel Health district 

undertaken by Professor Hobbs from The University of Western Australia’s 

Department of Public Health. 

Reference Group membership included consumers, providers, representative 

organisations and individuals and was supported by Peel Health Services. At the 

time, Peel Health Services was responsible for the public health services in the 

region, particularly Mandurah Hospital and Murray District Hospital and was 

governed by a Board. The report identified that there was a large amount of change 

needed to service the district with a comprehensive range of health services. The 

major issue identified was the need to “significantly enhance the acute inpatient 

service capability and resources of Mandurah Hospital”5 to ensure that people 

needing services remained in the area.  

The Reference Group developed a set of principles for the future development of the 

District and included “That an enhanced role for the private sector be actively 

supported however recognise that the total privatisation of health services within Peel 

would not be acceptable to the general community”.6 

The Reference Group also noted that in consultation, particularly with service 

providers in the area, that there was “strong support for the development of an 

integrated Healthcare Campus on the Mandurah Hospital site”7 incorporating public 

and private arrangements in a range of services. 

In a media statement on 2 September 1994, the Minister expressed his support for 

the report’s recommendation to establish a health care campus on the existing 

hospital site to increase the inpatient capacity of the hospital and to provide further 

services.8 

Exploring Options for Contract for Service Model 

In the first months of 1995, the Health Department advertised separate expressions 

of interest for the redevelopment of Wanneroo (Joondalup) and Mandurah (Peel) 

hospitals. 

                                                      
 
5
 Ministerial Community Reference Group 1994, Report to the Minister for Health, July, p. 1. 

6
 Ibid, p. 2. 

7
 Ibid, pp. 1-2. 

8
 Department of the Premier and Cabinet (DPC) 1994, Minister for Health Mr Peter Foss MLA media 

release. 2 September, Release of plans for streamlined health services to Peel region, viewed 11 
March 2013.  
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The Expression of Interest for Mandurah was advertised on 18 and 25 February 1995 

soon after the publication of the Wanneroo project on 21 and 28 January 1995. The 

timeframe for response was 4 weeks. 

The expressions of interest for both projects was for private sector participation in the 

development of the Campus with a specified preferred service/facility option of 

collocated public and private hospital with a medical centre.9 

On 11 July 1995, the Minister released for public scrutiny documentation which 

invited proposals to build and manage the new public hospital at Peel and 

acknowledged that “the idea that the private sector can be involved in building and 

managing a public hospital is new to some people”.10  

Evaluations of the expressions were conducted by the Project Control Group, a team 

headed by the General Manager of Peel Health Services. It is noted that at the same 

time as progressing contractual negotiations and arrangements for Peel, the State 

was also negotiating collocation arrangements for Joondalup and Bunbury sites. As 

part of overseeing the tender and contract process, governance included the 

Ministerial Overview Panel with representation of the Treasury, the Public Sector 

Management Office, the Health Department and the Minister. In addition, the Panel 

was supported by the Campus Redevelopment Coordinating Committee with the 

project managers of the 3 Project Control Groups; Government Health Bureau; State 

Health Purchasing Authority and the Government Health Reforms Implementation 

Team.11 

Between the bodies, specific responsibilities were defined including deciding on the 

model; approval of service role and impact on other providers; tender requirements,  

evaluations, negotiations and selection of preferred tenderer.12 

Following the expression of interest process, the contractors shortlisted were invited 

to provide a further submission. The submissions would then be evaluated and the 

preferred tenderer approved by the Ministerial Overview Panel on recommendation 

of the Project Control Group and Board of the Peel Health Services.13 A statement 

released on 7 December 1995 announced that HSWA and the State had agreed to 

the Peel Campus project.14 

                                                      
 
9
 Western Australia Government Health Supply Council 1995, Expression of Interest 03/95 – 

Mandurah Health Campus, p. 8. 
10

 DPC 1995, Minister for Health Mr Graham Kierath MLA media release 11 July, Release of 
information on plans for new Peel hospital, viewed 26 February 2013. 
11

 Health Department 1995, Briefing note to Minister for Health, 19 May p. 3. 
12

 Ibid, Attachment 5. 
13

 Files relating to the evaluation undertaken are no longer available – information on destruction 
provided to the Inquiry by Department of Health 
14

 DPC, 1994, Minister for Health Mr Graham Kierath MLA media release 7 December, WA company 
wins contract to build and manage Mandurah Public Hospital, viewed 5 March 2013. 
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As part of the tendering process, HSWA had to provide $5.5 million equity into the 

project and had organised for this to be underwritten by a company called Liang 

Court Veldon. In January 1996 that company withdrew and further work was required 

to agree on an unconditional commitment to inject the required equity from the 

source of the funds (a company called Provisions Suppliers Corporation) before a 

Letter of Intent was signed.15 

Following further work to reach a resolution, the Health Department, following liaison 

and deliberation with the State Supply Commission was opening negotiations with 

the two companies who made a tender submission. In a media statement, the 

Minister for Health announced that “after detailed negotiations, the Health 

Department was not satisfied that HSWA could deliver the whole project within the 

timeframe proposed” and that “as it had been from the very beginning of the process, 

the department is in the negotiating phase with HSWA and Health Care of Australia 

over proposals for the new hospital”.16 

Further negotiations and deliberations took place and on 6 June 1996 a Letter of 

Intent was signed formally advising HSWA that the “Health Department  was 

prepared to reopen negotiations as the preferred proponent to the next stage of the 

Project, namely negotiation of contracts”17. This letter solidified, among other 

conditions, the initial capital injection of $2 million and an unconditional $2 million for 

equity capital to meet the operational needs.  

On 21 October 1996 the Minister announced the signing of financial agreement 

between the State Government and international financier Barclays Bank (BZW) and 

the construction Contract with builders Leighton Contractors and that construction 

would commence 18 November 1996. The statement confirmed that the Government 

would own the health campus site and the building but it would be managed by 

HSWA.18 

On 19 June 1997, the Minister for Health announced that the 20 year Contract with 

HSWA to operate the new PHC had been signed and that the hospital would provide 

a 110 public –bed component as well as 20 private beds and would include additional 

community health services.19 

The effective date for the contract was 1 September 1997 with transitional 

arrangements made for staff, services and equipment. The construction of PHC was 

                                                      
 
15

 Parker & Parker 1996, Minutes from Peel Issues meeting for Health Department WA, 17 January, 
p. 2.  
16

 DPC 1996, Minister for Health Mr Kevin Prince MLA media release 9 May, Steps to clarify 
negotiations concerning new Peel regional hospital, viewed 12 March 2013. 
17

 Health Department WA, 1996, Health Campus - Letter of intent, 6 June. 
18

 DPC 1996, Minister for Health Mr Kevin Prince MLA media release 21 October, Construction work 
for Mandurah’s new $38.1m hospital to start November 18, viewed 26 February 2013. 
19

 DPC 1997 Minister for Health Mr Kevin Prince MLA media release 19 June Twenty-year contract 
signed for operation of new Peel Health Campus, viewed 26 February 2013. 
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completed whilst the existing Mandurah hospital continued to operate under the new 

arrangements and on 12 August 1998 PHC was commissioned ahead of schedule.20 

Further information relating to the contractual obligations and responsibilities are 

contained in Chapter 3 – Contract Obligations and Contract Management including 

the only amendments to the contract in 2000, which included a change to the 

definition of assets. 

Growth and Change 

The PHC and the region itself continued to experience a period of sustained growth 

in population. In 1999, the Minister for Health announced that the health service was 

operating at the appropriate level for the high population growth in the area. In 

acknowledging some of the community opposition to the expansion initially “local 

member Arthur Marshall said some members of the community had opposed the 

hospital growing form 30 beds to 140 but already PHC was operating at 95 per cent 

occupancy”.21 

In 2002, the State Government announced the expansion of services at the PHC with 

the construction of a new renal dialysis unit and a dedicated day surgical unit to 

reduce the number of patients needing to undertake dialysis at Fremantle and 

Melville.22 In October 2003, work was completed on the dialysis unit and the new 

oncology suite with the State providing the $3.4 million for the development.23 

The PHC submission to the Inquiry includes the following statement in relation to 

growth: 

PHC has made the transition from a small community hospital from 1999 to 

2009, when the core business significantly changed. From 2009 the campus 

role delineation was more in line with an acute outer metropolitan hospital with 

significant changes to core business, particularly the acuity of an volume of 

the Emergency department.24 

This is supported by the continued growth in PHC admissions which has seen the 

attendances at the Emergency Department (ED) nearly double in 10 years (in 

                                                      
 
20

 Peel Health Campus 1999, Annual report 1998-1999. 
21

 DPC, 1999 Minister for Health Mr John Day MLA media release 21 September Health services 
boosted following $7.5 million finding increase to Peel Health Campus, viewed 26 February 2013. 
22

 DPC, 2002 Minister for Health Mr Bob Kucera MLA media release 6 February 2002 State 
Government Announces timetable for new work at Peel Health Campus, viewed 26 February 2013. 
23

 DPC, 2003 Minister for Health Mr Jim McGinty MLA media release 2 October Hospital expansion 
part of commitment to Peel region, viewed 26 February 2013. 
24

 Peel Health Campus 2013 Submission to the Inquiry, 7 March, p. 2. 
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1999/2000, 21,297 emergency attendances were recorded25 and 37,923 were 

recorded in 2009/1026). 

What Changes with a Private Contract for a Public Health 
Service? 

The following is an extract from the Office of the Auditor General’s performance 

examination of Joondalup Health Campus in 1997 and succinctly captures the 

purpose and intent of the arrangements for the contracting of the hospital services 

which is still the premise for today’s contracts : 

The contractual relationship between the State and the Operator does not 

diminish the ongoing responsibility of the State for the quality and cost of 

services provided to public patients. 

At its heart, the arrangement  shifts key functions from the public to the private 

sector. Under the contract, the State is (as previously) responsible for 

specifying and funding the health care to be provided for public patients at the 

Hospital. However, the role of actually providing the care and facilities, 

developing and staffing the Hospital and carrying out day-to-day activities in 

the Hospital, shifts from the public sector to a private contractor.27 

Reviews of Private Contracts for Public Health Services 

As noted above, the PHC redevelopment was done at the same time as similar 

arrangements were being made for the delivery of health services at Joondalup and 

also Bunbury. 

In conducting the above examination in 1997, the Auditor General included findings 

and recommendations relevant to similar contracts, such as PHC. The matters are in 

line with those discussed further in Chapter 3 – Contract Obligations and Contract 

Management relating to the Contract oversight but in particular it was identified that 

strong Contract management by the Department on behalf of the State was critical. It 

is noted that the report itself identifies incorrect coding as something to be managed 

appropriately by the State, something that this Inquiry has also commented on in 

relation to PHC. 

Further to the examination, the Minister announced the establishment of the Contract 

Management Reference Group to oversee management of the Contract and others 

like it.28 The Inquiry notes that this work was progressed and that the briefing note for 

                                                      
 
25

 Peel Health Campus, 2000 Annual report 1999/2000. 
26

 Peel Health Campus, 2010 Annual report 2009/10. 
27

 Auditor General, 1997 Private care for public patients: The Joondalup Health Campus Performance 
examination Report No. 9 25 November, p. 12. 
28

 Ibid, p. 6. 
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creating the Group includes that in progressing its work the “remaining development 

of the Peel Health Campus becomes subject to the contract management process 

established by the group”.29  

In 2002, the Minister for Health arranged for a review to be undertaken into the 

contractual arrangements between the Department of Health and the private 

operators of public hospitals, namely Joondalup and PHC. “The review recognises 

some strengths, particularly in relation to the benchmarking of public hospital cost 

data and the application of this data as a model for determining service costs”.30 

The Minister accepted the report saying it “found the contracts were valid and 

binding” and that “the Government would not be seeking to renegotiate them.”31  

Recommendations of the review were also adopted, including “more active 

management and monitoring of the contracts by the Department of Health”.32 This 

recommendation is in line with the previous observations of the Auditor General and 

in line with contract management s discussed in Chapter 3 – Contract Obligations 

and Contract Management. 

Conclusion 

In establishing the Contract for PHC, the mechanisms and openness of the process 

were appropriate. This process included a publicly advertised expression of interest 

and tender process. 

Through the life of the Contract there have also been reviews undertaken into the 

delivery of public health services through contract arrangement, including a review of 

the arrangements for the Joondalup campus in 1997 by the Auditor General and in 

2002, a review by the Minister for Health into the Peel and Joondalup contracts. Both 

identified improvements in oversight of the Contract and the Inquiry looked at these 

matters as part of Chapter 3 – Contract Obligations and Contract Management. 

 

 

 

 

 

 

                                                      
 
29

 Health Department WA, 1997, Briefing note – Peel Health Campus Potential issues, 20 November. 
30

 Mr Bob Kucera, Minister for Health, 2002, Western Australia, Legislative Assembly, Statement by 
the Minister for Health (Hansard), 19 February, p. 7479b. 
31

 DPC, 2002 Minister for Health Mr Bob Kucera MLA media release 19 February 2002 State 
Government to monitor private hospital contracts closely, viewed 26 February 2013. 
32

 Ibid. 
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3. Contract Obligations and          
Contract Management 

Chapter 2 – Establishment of Peel Health Campus outlined the background to the 

establishment of the Peel Health Campus (PHC) Contract for service, a 20 year 

contract signed in 1997. 

The following chapter looks at the key objectives and obligations of the contracts that 

bind the running of PHC; how these have been met by the parties involved and 

importantly, looking toward the cessation of the Contract and what can be expected 

from a similar contract today. 

Peel Health Campus Arrangement and Administration 

Contracts 
 

The management of PHC is detailed within the following four legal documents: 

Date signed  Agreement Parties Involved 

18 June 1997  Peel Health Campus Health 

Services Agreement (HSA) 

The Honourable Anthony Kevin Royston 

Prince LLB MLA (State), and  Health 

Solutions (WA) Pty Ltd (Operator) 

16 June 2000  Supplemental Deed Peel 

Health Services Agreement 

(SDPHSA) 

The Honourable John Day MLA, and 

Health Solutions (WA) Pty Ltd 

16 June 2000 Operating Sublease Peel 

Health Campus (OSPHC) 

The Western Australian Building 

Management Authority, Health 

Solutions(WA) Pty Ltd,            

Honourable John Day MLA , and  Peel 

Health Services Board 

19 June 2000 Site Lease (SL) The Honourable John Day, and the 

Western Australian Building 

Management Authority 
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Construction, Application and Administration 

The PHC site was leased from the Minister for Health to Western Australia Building 

Management Authority (WABMA) as per the ‘Site Lease Agreement’.  As previously 

mentioned in Chapter 2 – Establishment of Peel Health Campus, on 21 October 1996 

the Minister announced the signing of a financial agreement between the State 

Government and international financier Barclays Bank (BZW) and the construction 

contract with builders Leighton Contractors, and that construction would commence 

18 November 1996. The statement confirmed that the Government would own the 

health campus site and the building but it would be managed by Health Solutions 

(WA) Pty Ltd (HSWA).1  The Western Australian Treasury Corporation (WATC) 

borrowed funds from BZW to fund the design and construction of PHC.   

Construction of the PHC commenced in 1996-97 with an expected completion date of 

January 1999.2  PHC was commissioned ahead of schedule on 12 August 19983 and 

the total cost of the project was $46 million.4  This was within the original budget 

estimates. 

WABMA and the Health Minister subleased PHC to HSWA under the Operating 

Sublease Peel Health Campus Agreement signed on 16 June 2000.  This sublease 

details the special rent payable ($47,520 less 7.5 %) by HSWA to WABMA.  It further 

acknowledges that the State will pay Rent/Availability Charge to WABMA rather than 

HSWA.5 

The Peel Health Campus Health Services Agreement (the Agreement) was 

established between the State and HSWA. This is the document which specifies the 

main obligations of the State and HSWA. 

Obligations/Conditions 

The main obligations identified within the Agreement and additional contractual 

obligations that are discussed within this chapter are: 

 HSA/Clause 4.2 – Responsibilities of Contract Managers 

 HSA/Clause 10.5 – Community Board of Advice 

 HSA/Clause 27.3 – Undertakings relating to Insurance – Operator  

 OSPHC/Clause 6 – Special Rent. 

 

 

                                                      
 
1
 DPC 1996, Minister for Health Mr Kevin Prince MLA media release 21 October, Construction work 

for Mandurah’s new $38.1m hospital to start November 18, viewed 26 February 2013. 
2
 Western Australia  Government 1997, Budget Papers 1997-98, Vol 1, p.212.  

3
 Peel Health Campus 1999, Annual report 1998-1999. 

4
 Western Australia  Government 1999, Budget Papers 1999-00, Vol 1, p.152.  

5
 Operating Sublease Peel Health Campus, 19 June 2000, Clause 5.2(b). 
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The following obligations are discussed in the prescribed chapters: 

 HSA / Clause 5.1 – Licences (Chapter 6 - Licensing and Standards) 

 HSA / Clause 5.2 – Accreditation (Chapter 6 - Licensing and Standards) 

 HSA / Clause 27.2 (f) Equipment and Consumables (Chapter 4 – Asset and 
Financial Management). 

Responsibilities of Contract Managers 

As per the Agreement, it states that throughout the term, Contract Managers for the 

State and the Operator must monitor provision of Services, submission of invoices 

and payment, prepare service requirement estimates, prepare estimates of the 

Maximum Payment Amount (MPA), consider variations to the Activity Profile, resolve 

disputes, and discuss amendments to By-Laws.6 

Since the establishment of the PHC Contract it was managed by the Statewide 

Contracting Division under the Department of Health (DoH) and in 2006 it was 

transferred  to the then South Metropolitan Area Health Services  (now South 

Metropolitan Health Service (SMHS)).7 

Monitoring Provision of Services and Variations to the Activity 
Profile 

The main mechanism used by SMHS to monitor the services provided by PHC and to 

consider the variations to the Activity Profile are the monthly meetings that are held 

between the two parties. The meeting agenda would include discussion of the 

services, standards, outcomes, invoicing and other matters relevant to the Contract 

(such as disputes and amendments to by-laws).8  If disputes cannot be resolved in 

this forum then it can be escalated to the Dispute Resolution Committee. 

The meetings are attended by PHC executives and relevant SMHS staff.  Prior to 

2011, only the Contract Managers of SMHS would normally attend.  The SMHS 

attendees rose from two staff members up to 8 staff members at some of the recent 

monthly management meetings. 

SMHS management realised in early 2010 that certain aspects of the Contract such 

as the quality of reporting, sinking fund and asset register were not appropriately 

managed and has since increased resources to the management of the Contract.9 

                                                      
 
6
 Peel Health Campus Health Services Agreement, 18 June 1997, Clause 4.2(c). 

7
 Department of Health 2013, Submission to the Inquiry, 28 February, p. 2. 

8
 Peel Health Campus 2013, Submission to the Inquiry, 7 March, p. 3. 

9
 Witness, Transcript of evidence under oath, 15 March 2013 (2), p. 4. 
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Throughout the Agreement, the monthly meeting has always focused on the services 

delivered against the Casemix plan and the Activity Profile. This was to ensure that 

services were being obtained as per budgeted.  Furthermore, it is important to note 

that the State is not obliged to pay for Diagnostic Related Group (DRG) Services and 

Non-DRG services that exceed by more than 5% the number of Weighted 

Separations detailed in the Casemix Plan or the Activity Profile.10 The payment for 

service arrangements are explained further in this chapter. 

As part of managing obligations, reports are provided by PHC as per SMHS requests 

and are in line with Schedule 9 of the Agreement. SMHS are currently implementing 

new reporting formats to assist with the tracking of the services provided. 

In addition to the monthly management meetings, a division within DoH have 

regularly commissioned audits since the beginning of the agreement. The audits 

review a variety of matters within the Contract.11  The audits include review of the 

sinking fund, DRG coding, invoice accuracy for inpatient and outpatient services, 

computation of the quality indicators and other areas requiring review such as the 

audit of the role delineation conducted in 2011. 

Determining Payment Amount  

The MPA is “the maximum amount that the State will pay to the Operator by way of 

charges for services provided during a contract year as determined in accordance 

with clause 11.5 of the Agreement.”12  The Agreement requires SMHS to provide 

PHC with a Notice (budget) by the end of February for the next financial year, i.e. 

2013/2014.13  

When SMHS is determining the purchase of services from PHC, it can be 

categorised as either Activity Profile or Casemix Plan.  Activity Profile means the type 

and volume of Services which the State determines that it will contract to purchase in 

each contract Year in accordance with Clause 11 of the Agreement.14
  Casemix Plan 

means the number of Weighted Separations per DRG which the State determines 

that it will contract to purchase in each Contract Year.15
 

The activity profile for the period 2012/13 has been determined using the Demand 

Model issued by DoH.16  In determining the volume or number of services to be 

included in the Activity Profile of each contract year, the State must take into account 

changes in demographics, changes in the need for services, waiting times at the 

hospital, differences between DRG services actually provided by the Operator during 

                                                      
 
10

 Peel Health Campus Health Services Agreement, 18 June 1997, Clause 11.9. 
11

 Peel Health Campus 2013, Submission to the Inquiry, 7 March, p. 3. 
12

 Department of Health 2013, Submission to the Inquiry, 28 February, p.7. 
13

 Department of Health 2013, Submission to the Inquiry, 28 February, p. 23. 
14

 Peel Health Campus Health Services Agreement, 18 June 1997, Clause 1. 
15

 Ibid. 
16

 Department of Health 2013, Submission to the Inquiry, 28 February, p. 23. 
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the previous contract year and the Casemix Plan, results of reviews of high volume 

and high cost clinical procedures at the hospital, changes in the incidence of private 

health insurance, movements in funding and performance of the Operator against 

quality standards.17  

The methodology for pricing the DRG services is based on the cost of providing the 

equivalent service at a metropolitan non-teaching (benchmark) Hospital or last year’s 

price indexed by the Perth Health Care Index, whichever is the lower. The Contract 

also incorporates the provision that, in regard to most inpatient services, that the 

Perth Health Care Index rate be used if the benchmark exercise would provide a 

higher price.18  The Perth Health Care Index rate is the index published by the 

Australian Bureau of Statistics as the consumer price health index for Perth or, if that 

index is suspended or discontinued, the index is substituted by the Australian 

Statistician.19
  For the MPA 2012/2013 the Perth Health Care index has been used 

for the DRG services price.20 

HSWA have questioned the basis for the MPA since the beginning of 2011.  Issues 

relating to funding for additional waitlist work, MPA calculations and that the growth in 

funding did not allow HSWA to meet the demand for growth in the Peel region.21   

These matters have not resulted in a default and some form of resolution has been 

obtained.  The Inquiry recommends continuing discussions between SMHS and 

HSWA to ensure openness and transparency in the determination of Casemix plans 

and MPA. 

Audit and Check of Monthly Invoices 

An external accountant has been engaged since 2009 by DoH as an invoice 

administrator to audit and check the monthly invoices.22  Prior to 2009 the checking 

of monthly invoices was conducted by an employee within DoH. The role of auditing 

and checking the monthly invoices has always been independent of the Contract 

Manager. 

According to the DoH, if there are queries relating to delays in providing information, 

potential errors, inaccuracy and misunderstanding or related issues, this is dealt with 

directly between the invoice administrator and Chief Finance Officer at HSWA via 

email or telephone. If the issue needs more clarification, the SMHS Contract 

Manager may become involved to gather information to answer queries.23 

                                                      
 
17

 Peel Health Campus Health Services Agreement, 18 June 1997, Clause 11.4; Department of Health 
2013, Submission to the Inquiry, 28 February, p. 23. 
18

 Peel Health Campus Health Services Agreement, 18 June 1997, Clause 11.5(c). 
19

 Ibid, Clause 11.5(a). 
20

 Department of Health 2013, Submission to the Inquiry, 28 February, p. 23. 
21

 Ibid. 
22

 Department of Health 2013, Submission to the Inquiry, 28 February, p. 7. 
23

 Ibid. 
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The invoice administrator provides certification that the invoice and service charges 

reconcile and are within the MPA and that the DRG weights are in accordance with 

the Casemix Plan. The SMHS Contract Manager ensures that the supporting data as 

provided by HSWA is reasonably sufficient to support the payment of the invoice. 

Any potential adjustments identified are attached to the payment certificate for 

rectification with HSWA. This process ensures that the State only pays for those 

services that are set out in the Casemix Plan for the contract year and that the 

payment for those services do not cause the payment amount to exceed the MPA.24 

Monitoring by other Divisions within Department of Health 

It is critical that the Contract Manager makes themselves aware of all matters relating 

to the Contract.  Whilst SMHS is the Contract Manager on behalf of the DoH, the 

Operator has obligations under the Contract that involve reporting to specific units 

within the DoH and in communication with other public sector agencies such as 

Building Management and Works. The Operator reporting to the appropriate 

compliance areas is considered important but as Contract Manager, SMHS should 

ensure they are across all matters that relate to fulfilling the Contract. 

The following divisions of DoH receive or capture information relating to PHC and 

contractual obligations: 

 Licensing and Accreditation Regulatory Unit (LARU)  

 Safety Surveillance Unit, Business Intelligence & information Strategy Branch, 
Performance Directorate, Performance Activity & Quality Division  

 Office of Safety and Quality Healthcare  

 Health Service Improvement Unit (HSIU). 

The SMHS Contract Manager has recently initiated the development of a single 

governance framework to ensure patient safety and quality is being prudently and 

actively monitored as part of the management of the Contract as a whole.25 It is 

understood that PHC is supportive of this arrangement. 

Community Board of Advice 

The Community Board of Advice is a contractual requirement. The Board provides 

advice on the Hospital's strategic direction in light of the requirements of the 

community and provides advice concerning the delivery of services to public patients 

of a range, quality and responsiveness reasonably expected by the local 

community.26 

                                                      
 
24

 Department of Health 2013, Submission to the Inquiry, 28 February, p. 7. 
25

 Department of Health 2013, Submission to the Inquiry, 28 February, p. 9. 
26

 Peel Health Campus By-Laws, 30 October 1996, Clause 14A. 
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The role of the Community Board of Advice is to make recommendations to the 

Operator concerning the delivery of Services to Public Patients in the range, quality 

and responsiveness reasonably expected by the local community.27 

The Inquiry was able to confirm that there was an existence of a Community Board of 

Advice throughout the contract term until a meeting in February 2011. It does not 

appear that a meeting has taken place since but the Inquiry has received advice that 

PHC are in the process of reinstating the Board. Given the important role such a 

Board plays, the Inquiry hopes that this will soon be meeting regularly. 

Insurance 

Under the Agreement, HSWA is required to insure for public and product liability 

(refers to personal injury and damage to property caused by HSWA providing its 

service) for a minimum of $40million and insure all buildings (loss or destruction of or 

damage to buildings) at PHC. HSWA will also maintain what is considered normal in 

the circumstances of running a hospital including without limitation to interruption 

insurance.28  Other examples of insurances held by HSWA are medical malpractice, 

workers compensation and motor vehicle insurance.  

The Inquiry was able to confirm that HSWA have public and product liability as 

required by the Contract however this coverage has not increased since 1997. 

HSWA should ensure that this amount is adequate in 2013. 

The Inquiry has reviewed insurance certificates for the last three years.  The building 

at the campus is insured for $82 million.29  The equipment within the hospital is 

insured for $15 million.30 

Other than insurance coverage of hospital equipment it would appear that HSWA has 

adequate insurance for operating a hospital.  The Inquiry is unable to make 

judgement on the adequacy of the hospital equipment insurance as there is no 

complete register of Group One Equipment and an inaccurate Group Three 

Equipment register.  Further information about Group One Equipment and Group 

Three Equipment is in Chapter 4 – Asset and Financial Management. 

As per clause 12 of the Site lease agreement it is the responsibility of WABMA to 

ensure that the Facility is insured by the Operator.  Currently only SMHS Contract 

Managers receive insurance certificates not BMW (previously WABMA).31   

                                                      
 
27

 Peel Health Campus Health Services Agreement, 18 June 1997, Clause 10.6. 
28

 Ibid, Clause 27.3. 
29

 Witness, Transcript of evidence under oath, 22 February 2013 (1), p. 18. 
30

 Peel Health Campus, Response to summons – Insurance, 19 February 2013 
31

 BMW, Department of Finance 2013, Email to the Inquiry – Peel Health Campus  - Building Condition 
Assessment, 20 March. 
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Subleasing 

In addition to use of the facilities to provide the public services under the Contract, 

the medical centre that was part of the development has, since its establishment, 

been subleased to HSWA under the Operating Sublease PHC agreement.  The rent 

charged for the medical centre has been $43,956 per annum (p.a.)32 since 19 June 

2000.33 

The sublease agreement states that the rent can be revised in two ways, either by an 

annual application of the consumer price index or a market valuation, neither of 

which have been performed since the inception of the sublease agreement.   

Landgate provided an indicative current market rental assessment value of $112,500 

p.a. to $125,000 p.a.34 which is more than double the current rent. It is noted that the 

information from Landgate is not considered to be a market assessment.35  The 

Inquiry would consider it important for the State to take a more active monitoring role 

in regards to the arrangements with the sublease. In particular it would be prudent to 

obtain a market valuation for the medical centre and determine if the subleasing 

costs need to be adjusted. 

Similar Contracts at the Time  

In Chapter 2: Establishment of Peel Health Campus, it was noted that the Contract 

was developed at a similar time to contract arrangements for other facilities. This 

included the Wanneroo/Joondalup Campus. 

The Inquiry received assistance from the State Solicitor’s Office in relation to the 

provisions of the Contract for the Joondalup facility in comparison to the Contract for 

PHC. It is noted that the solicitors responsible for the PHC Agreement were the same 

solicitors responsible for Joondalup Health Campus Agreement (JHCA) and as such 

there is a high degree of similarity in the documents. The significant differences 

include: 

 Operator is responsible for the construction of the facility 

 Operator is responsible for the maintenance, repair and replacement of all 
facility equipment and assets 

 There is no requirement of a sinking fund, instead the Operator was required 
to spend a minimum dollar value per year and any consecutive five years. 

                                                      
 
32

 Operating Sublease Peel Health Campus, 16 June 2000, Clause 6.1. 
33

 Ibid, Clause 6.2. 
34

 Landgate 2013, Letter Re: Desktop Assessment – Rental Value Estimate Medical Consulting 
Rooms, Peel Health Campus, Mandurah, 13 March 
35

 Landgate conducted a desktop assessment and is an indicative assessment made without the 
benefit of an inspection of the subject property. There is a disclaimer that it is not to be construed as 
the market value. 
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A 1997 Contract in 2013 

The PHC Agreement in general terms contains clauses of a similar character and 

addressing similar issues to those found in more contemporary agreements although 

often with less specification.  

The Inquiry recognises the changes that have occurred in contract management over 

the 15 years since the Contract was drafted, especially in regards to strategic 

planning and obligations to report. In light of this, to a certain extent the following is 

an evolution of the stipulations in the PHC agreement.  

More recent agreements will obviously reflect recent legal developments and the 

drafters of those agreements will also have the benefit of experience from previous 

contracts to inform the drafting process and remedy any shortcomings that may have 

been apparent from the implementation of older agreements.  

A comparison has been conducted having regard to a recently executed Health 

Campus Operating Agreement. The Inquiry appreciates the assistance of the State 

Solicitor’s Office in regards to this. 

There are a number of areas where the PHC Agreement does not reflect 

contemporary agreements in material respects, namely: 

(a) Plans 

Under the PHC Agreement the Operator is only required to prepare a limited number 

of plans in respect of the operation of the facility for approval of the State.  

The contemporary agreement requires, in addition to the plans required under the 

PHC Agreement, that the following plans are to be prepared by the Operator for 

approval by the State: a Capital Works Plan, an Asset Management Plan, a Business 

Continuity Plan, a Clinical Services Plan, a Clinical Support Services Plan, a 

Communications Plan, a Disability Access and Inclusion Plan, a Disaster Services 

Plan, an Environment Management Plan, an ICT Plan, a Master Plan, a Medical 

Technology Plan, a Non-Clinical Support Services Plan, a Procurement Plan, a 

Reconciliation Action Plan, a Safety, Quality and Risk Management Plan, a Traffic 

Management and Transport Plan, and a Workforce Plan.  The Operator must then 

comply with those Plans in delivering Services. 

(b) Key Performance Indicators (KPI) 

Unlike the PHC Agreement, the contemporary agreement has numerous detailed 

KPIs required to be reported to the State.  The contemporary agreement includes a 

review clause enabling the State to revisit KPIs every 2 years to ensure relevance 

and appropriateness.   
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(c) Failure to meet the KPIs leading to a fee abatement and potential termination 

of contract 

Unlike the PHC Agreement, the contemporary agreement stipulates that failure of the 

Operator to meet the KPIs leads initially to a fee abatement regime and ultimately to 

potential termination of contract.  

(d) Information and Communications Technology (ICT) Requirements 

The PHC Agreement is silent on any ICT requirements.  Whereas the contemporary 

agreement details integration with the States ICT systems, a level of accessibility by 

the State, and as above, the Operator is required to have a detailed ICT plan and 

adhere to it. 

(e) Probity 

The PHC Agreement does not contain any obligations on the Operator in relation to 

probity other than to comply with relevant laws.  Contemporary agreements describe 

probity events and how to process the probity event from identification to conclusion 

of the probity event. 

(f) Key Personnel 

Contemporary Agreements requires that the State approve the appointment of all 

Key Personnel and any replacement thereof whereas the PHC is silent on this, 

although the LARU must be notified of any changes under the Agreement. 

The PHC Agreement does not reflect contemporary standards for legal agreements 

of its type and the Inquirer is of the opinion that when the opportunity is available at 

the cessation of the Contract or if there is an opportunity earlier, then the Contract 

should be negotiated as a new agreement taking into account modern contract 

practices particularly ensuring meaningful KPIs throughout the life of the Contract 

and abatements where necessary. 

Conclusion 

The Inquiry notes that the Contract Manager has focused on the delivery of services 
and has not been actively monitoring other components of the Contract such as 
patient safety, compliance with licensing requirements, insurance and special rents.   

The Inquiry is satisfied that value is obtained for the State from this Contract as the 
MPA is calculated using either benchmark cost or the Perth Consumer Price index 
and that the payments are for services provided 
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The Community Board of Advice has an important role within the Hospital and as 
such, the Inquiry trusts that the Community Board of Advice meetings will 
recommence as soon as possible. 
 
It is the opinion of the Inquirer that the PHC Agreement does not contain the 
requirements of a contemporary contract and that when the opportunity is available 
at the cessation of the Contract or at an earlier opportunity, then the Contract should 
take into consideration modern contract practices. 
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4. Asset and Financial 
Management   

In assessing the critical components of the contract in Chapter 3 – Contract 

Obligations and Contract Management, the Inquiry identified that in addition to 

providing the clinical care required through the annual arrangements, there were 

significant obligations on Health Solutions (WA) Pty Ltd (HSWA) relating to assets 

and the management of those assets, particularly the purchase and registration of 

assets and ensuring there were funds available for additional purchases through the 

establishment of a sinking fund. 

Sinking Fund 

The following is a simple explanation of the way the Sinking Fund works: 

1. HSWA puts 2% of the money they receive from the State into an account that 

is separate from their other bank accounts.  

2. If assets, such as surgical equipment or computers, are purchased for use in 

the public hospital then the funds used to purchase the assets are taken out of 

the Sinking Fund. 

3. The Sinking Fund continues to be used for the explicit purpose and the 

objective is to ensure that at the end of the Contract term all moveable items 

needed for a fully functioning public hospital are returned to the State so that 

there is a seamless transition of hospital services. 

Establishing the Fund 

As per the Peel Health Campus Health Services Agreement (the Agreement) HSWA 

was required to establish the Sinking Fund on the 1 September 19971 2 and to hold  it 

in trust for the State.3  Money is to be deposited into the Sinking Fund on a monthly 

basis and the amount of the deposit was to equal 2% of the previous months 

Maximum Payment Amount (MPA) received from the State.  HSWA is able to 

withdraw funds required for the replacement, maintenance and repair of Group Three 

Equipment (definition below).4  New Group Three Equipment required for the 

provision of new services can also be funded by the Sinking Fund. 

                                                      
 
1
 Peel Health Campus Health Services Agreement, 18 June 1997, Clause 27.2(g)(ii). 

2
 Recitals C, Supplemental deed Peel Health Services Agreement, 16 June 2000. 

3
 Peel Health Campus Health Services Agreement, 18 June 1997, Clause 27.2(g)(iii). 

4
 Ibid, Clause 27.2(g)(iv). 
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The MPA is the maximum amount that the State will pay to HSWA by way of charges 

for services provided during a contract year and is determined in accordance with 

clause 11.5 of the Agreement.
5
   

As previously mentioned the Sinking Fund was required to be opened on the  

1 September 1997, however the redeveloped Campus was not commissioned until 

12 August 1998. It still took until 29 December 1999 for the Fund to be opened but 

was set up with an initial deposit of  approximately $250,000.  The $250,000 was to 

represent the net result of the previous 14 months transactions since PHC had 

opened.  The Inquiry was able to obtain assurance over this figure by the fact that the 

Sinking Fund had been audited by auditors appointed by Health and an overall 

analysis on the balance has been conducted by PricewaterhouseCoopers (PwC) in 

2013 with no adverse findings.  

Regular Audits of the Sinking Fund from 1999 to 2013  

The State has the authority to appoint an independent auditor to ensure HSWA are 

compliant with the Agreement6 and this has occurred each year since 1999 with the 

exception of two periods greater than 12 months (July 2001 to June 2003 and July 

2003 to June 2005).   

All audits since July 2001 have included a review of the Sinking Fund which 

consisted of the verification of additions and sighting of assets. As part of the Inquiry 

all audit reports since 2001 have been reviewed and there has been no major 

adverse findings relating to the Sinking Fund. A summary of the audit findings 

relating to the Sinking Fund are attached in Appendix 1. 

Administering the Fund 

HSWA are required to deposit monthly payments in arrears into the account which is 

to total a minimum of 2% of the MPA received in each contract year.7  HSWA have 

not always deposited on a monthly basis as required. For example, the Inquiry noted 

that there were no deposits or withdrawals instigated by HSWA for the period  

16 June 2000 to 27 June 2002.  On the 28 June 2002 a large deposit was made by 

HSWA to rectify the Sinking Fund balance.  Two separate internal audit firms 

contracted by the State identified that in most instances HSWA deposited the 2% of 

the payment amount a minimum of two months in arrears since the opening of the 

account.8 

For the period 29 December 1999 to 31 July 2012, HSWA’s did not deposit the full 

2% of the previous months MPA as a gross amount.  Instead, HSWA deducted the 

purchases made for Group Three Equipment in that month from the required deposit.  

                                                      
 
5
 Department of Health 2013, Submission to the Inquiry, 28 February, p.7. 

6
 Peel Health Campus Health Services Agreement, 18 June 1997, Clause 13.1. 

7
 Ibid, Clause 27.2(g)(ii). 

8
 Global 2020 (1999-2010) PricewaterhouseCoopers (2011-13).  
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Therefore HSWA would only make one net transaction per month.  Identified in the 

PwC 2012 audit, a more transparent approach and in line with the Contract, is that 

the full 2% of the payment amount is deposited into the Sinking Fund and any Group 

Three equipment purchases withdrawn from the account as a separate transaction 

(gross amount process). 

The Inquiry has reviewed evidence that HSWA, since August 2012, administers the 

Sinking Fund using the  gross amount process. 

The Inquiry supports this change in process and believes that it allows for greater 

transparency of the operation of the account. The Inquiry also believes that this 

process will better enable the deposits to be made at the monthly intervals as 

required. 

Interest Rate on the Sinking Fund 

The Inquiry received evidence that the interest rate on the Sinking Fund was not at a 

market level expected and that the amount of interest on the Sinking Fund account 

had been declining whilst the balance of the account had been increasing.9   

From the Sinking Fund bank statements, the Inquiry identified that in late 2008 the 

interest rate began falling and by February 2009 the interest rate had fallen below 1% 

and had remained under 1% until February 2012.  The rate fell as low as 0.01%.  It is 

noted that this change in rates by the bank occurred during the period of the global 

financial crisis and the Inquiry is aware that the bank did not disclose the rate 

changes to HSWA. 

In evidence to the Inquiry, PHC personnel “admit that it had failed to monitor the 

interest rate because it was just completely overlooked it…and no one in the 

accounts department, in the finance department, actually picked it up”.10
 

HSWA Directors met with their banking institution managers and an amount was 

agreed to be deposited into the account.  The Inquiry has confirmed that the amount 

was deposited.  In coming to this resolution with the bank, a member of the Board 

admitted to the Inquiry that there was some liability and responsibility on HSWA as 

well as the bank and that bank moved two thirds of the way.11  

Not being aware of the significant downsizing of interest being earnt indicates that 

there was a lack of monitoring of the Sinking Fund by HSWA.  The Inquiry did hear 

that this was also because the account was held in trust and was completely 

separate to the accounts of HSWA which were closely monitored.12  

                                                      
 
9
 PwC, Admission Compliance and Sinking Fund Review: Peel Health Campus, July 2012.  

10
 Witness, Transcript of evidence under summons, 5 March 2013 (1), p. 36. 

11
 Witness, Transcript of evidence under summons, 20 February 2013 (2), p. 41. 

12
 Witness, Transcript of evidence under summons, 5 March 2013 (1), p. 36. 
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It is also important to note that there is no clause within the Agreement that requires 

the account to earn interest, it only mentions that an account will be setup.13 HSWA 

have invested the Sinking Fund monies into a term deposit and new cash at call 

account.14 This is to ensure that risk of inappropriate interest being charged does not 

occur again. 

The Balance of the Sinking Fund  

In late 2012 and through 2013, PwC on behalf of South Metropolitan Health Service 

(SMHS) conducted an overall reconciliation on the Sinking Fund balance since the 

opening of the account in December 1999 through to June 2012.   

PwC revealed that as of 30 June 2012 the actual balance of the Sinking Fund was 

approximately $700,000 higher than the calculated balance (this was based on the 

assumption that the Group Three Equipment information provided by HSWA ws 

accurate. The accuracy of the HSWA equipment is which is discussed further in this 

chapter).   

Facilities and Assets Management 

A critical component for establishment of the hospital and the Contract is the 

oversight of all assets.  This is particularly important given that they are transferred 

back to the State at the conclusion of the contract. Equipment definitions and 

obligations are across multiple agreements and a summary of the definitions of 

Group One Equipment, Group Three Equipment, Facility Equipment, Lessee’s 

Fixtures, Lessor’s Fixtures and Plant and Equipment are provided in Appendix 2. 

Group One and Group Three Equipment 

The contract defines two significant groups of assets: Group Three Equipment (GTE) 

which relate to the Sinking Fund outlined above and Group One Equipment (GOE). 

Both have significant impacts on the Campus and also have implications at the 

conclusion of the contract.  

Health Service Agreement 1997 definitions: 

 GOE means an item of equipment which is plumbed, fixed or wired to the 

facility and intended to be an integral part of the facility,15 

 GTE means a movable item of equipment (including, without limitation, 

furniture and the Facility Equipment) used at or in relation to the Old Hospital 

of the Facility, as the case may be.16 

                                                      
 
13

 Witness, Transcript of evidence under summons, 20 February 2013 (2), p. 41. 
14

 Witness, Transcript of evidence under summons, 22 February 2013 (1), p. 11. 
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 Peel Health Campus Health Services Agreement, 18 June 1997, Clause 1. 
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 Peel Health Campus Health Services Agreement, 18 June 1997, Clause 1. 
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The Supplemental deed 2000 definitions: 

 GOE means an item of equipment which is plumbed, fixed or wired to the 
Facility by the State or by (Building Management and Works’ predecessor) 
Contract and Management Services (CAMS) as lessor under the Operating 
Sub-lease and intended to be an integral part of the Facility and any 
replacement of such item under this Agreement or the Operating Sub-Lease.17 
 

 GTE means an item of equipment: 
o either movable or plumbed, fixed or wired to the Facility; and  
o including, without limitation, furniture and the Facility Equipment,  

used at or in relation to the Old Hospital or the Facility, as the case may be, 
but excluding items of GOE.18  

The Supplemental Deed in 2000 has made the distinction between GOE and GTE 

ambiguous as they both include plumbed, fixed or wired in the definition.  The varying 

component for GOE is that is it funded by the State and is not movable.  GTE is 

purchased using the Sinking Fund, therefore it could be argued that it is 

funded/equipped by the State.  

The ambiguity of the definitions is evidenced by the fact that consultants, KPMG, 

were engaged in 2005 to provide some clearer guidance and then in February 2011, 

the State Solicitor’s Office (SSO) were requested to provide advice.19 Evidence 

obtained from a former PHC employee confirmed the frustration with the lack of 

clarity on what was a GTE or GOE.20 It is understood that additional advice is 

currently being sought by SSO to provide guidance on the definitions as it will form 

part of the Group One Equipment Purchases Policy which is yet to be finalised.   

 GOE GTE 

 Responsibility  Funded Responsibility Funded 

Repair and 
maintenance* 

HSWA21 HSWA  HSWA22 Sinking Fund23 

Replacement * State State HSWA Sinking Fund 

New acquisition 

related to new service 

State State HSWA Sinking Fund 

New acquisition not 

related to new service 

HSWA HSWA HSWA HSWA 

 

*unless caused by a negligent or wilful act or omission by HSWA 

                                                      
 
17

 Supplemental deed Peel Health Services Agreement, 16 June 2000, p.11. 
18

 Ibid. 
19

 Department of Health 2013, Submission to the Inquiry (Attachment 9), 28 February. 
20

 Witness, Transcript of evidence under summons, 5 March 2013 (1), p. 27. 
21

 Operating Sublease Peel Health Campus, 19 June 2000, Clause 14. 
22

 Peel Health Campus Health Services Agreement, 18 June 1997, Clause 9.1(a). 
23

 Ibid, Clause 27.2(g)(iv). 
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Recording of Group One Equipment (GOE) 

The Special Inquirer was not able to be provided with a complete GOE 

register/ listing from any of the parties that have a role in purchasing, approving or 

managing them (including oversight by the Contract Manager. This includes HSWA 

Building Management and Works, Department of Health (DoH) and SMHS  .   

GOE acquisition requests are submitted by HSWA to SMHS and are logged to 

ensure that all new GOE request items are monitored for progress.  The process 

from identifying the need for new GOE to obtaining approval can range from one 

month to almost two years.  However in most instances the GOE is approved or 

rejected within a year.   Items that effect patient safety are prioritised and are 

addressed immediately.  The Inquiry heard the following evidence: 

At every contract meeting, and done in the spirit too of working cooperatively 

with the operator, is said if anything poses an adverse risk to a person for - - 

moving through the campus, a visitor, a staff member, or particularly a patient, 

that would have a bearing on any aspect of group 1, I’d need to know about it 

immediately, and we would fast track any corrective or preventative 

maintenance obligation.24 

In addition, there is a maintenance program of GOE for the Campus but there is no 

comprehensive register or listing. 

It is vital that a complete listing of GOE is produced to ensure the existence and 

adequate maintenance of GOE.  This is critical as GOE are to be transferred back to 

the State at the termination of the contract as part of the facility.  Furthermore it has 

been noted that GOE items are not reported on any party’s financial statement.   

The Inquiry notes that there are areas of improvement by all parties, particularly 

HSWA and SMHS relating to clearer communication and the importance of 

timeliness.  Examples of such instances are the time required for approval of GOE 

equipment, and once approved the time elapsed prior to installation of the GOE. 

Recording of Group Three Equipment (GTE) 

The GTE transferred from the State to HSWA at the effective date of the contract was 

detailed on Schedule 5 of the Health Service Agreement (the Agreement) with a 

value of $5.7 million.   

Work was undertaken in 1997 to ensure that the GTE items on Schedule 5 had been 

correctly included in HSWA records.  The Inquiry was able to sight the reconciliation 

and is satisfied that the GTE items on Schedule 5 are accounted for.   

                                                      
 
24

 Witness, Transcript of evidence under summons, 15 March 2013 (2), p. 18. 
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Requests for the purchase of new GTE is an internal PHC process with requests 

made to the Executive25. HSWA would consider purchases of GTE as long as there 

was a business case that would justify the purchase. The Inquiry understand that this 

process could be prolonged if it was not a priority area and there would often be an 

initial response of ‘No’ before full consideration was given, leading at times to 

frustration for staff requiring the new equipment.26  

The GTE register provided by HSWA to the Inquiry as being the current register, is 

inaccurate. This is due to GTE items that have been disposed of, still showing as 

active on the register.  This was confirmed by both former HSWA board member and 

former financial staff member in evidence to the Inquiry who were aware that GTE 

disposed of were not being removed from the register.27 

It has been agreed by both SMHS and HSWA that there is a need for an accurate 

register of all GTE. For this to occur, a clear definition of GTE items needs to be 

decided upon by the parties and a stocktake completed.   

Being able to track or cross reference a register item with the physical piece of 

equipment greatly assists in ensuring an accurate register. The Inquiry is aware that 

GTE are not tagged at PHC and that this makes it difficult to track assets.28  

Rectifying Asset Management and Oversight 

The following are matters that the Inquiry identified relating to definitions:  

 The listing of GTE had approximately $135,000 worth of equipment located 

within the Private Ward.  If these items are purely for the Private Ward and are 

not shared with Public Areas of the hospital, HSWA should reimburse the 

Sinking Fund for all items that have been specifically purchased for the Private 

Ward. The Inquiry did hear evidence that supported that this was not the case 

unless inadvertent.29 

 HSWA maintenance software is dated and is cumbersome.  HSWA was able 

to provide information from the software to confirm that equipment and the 

facility was being maintained.  However, the system is not able to produce a 

preventive maintenance schedule so it is difficult to see upcoming 

maintenance work or to view a list of assets.  The system has mitigating 

monitoring controls such as the active preventative and reactive listings which 

details maintenance jobs not completed. 

                                                      
 
25

 Witness, Transcript of evidence under summons, 5 March 2013 (1), p. 16. 
26

 Ibid, p. 15. 
27

 Witness, Transcript of evidence under summons, 20 February 2013 (2), p. 15 and  
Witness, Transcript of evidence under summons, 5 March 2013 (1), p. 27. 
28

 Witness, Transcript of evidence under summons, 5 March 2013 (1), p. 30. 
29

 Ibid, p. 25. 
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 Due to the ambiguity of the GTE definition it appears that there are items on 

the register that do not appear to fall under that definition.  Once GTE 

definition has been clarified and agreed upon by both parties any items that 

are deemed not to be GTE and are determined to be HSWA cost are to be 

paid back to the Sinking Fund.  Below are a suggested listing of items to be 

discussed: 

o Software purchases / updates for both medical and non-medical 

equipment currently being recorded as GTE. 

o 5 items totalling $270,474 noted by PwC 2013 report that appear not to  

have met the definition of GTE. 

o A unique identifier placed on all equipment. 

Through their submission, SMHS have identified that they are in the process of 

implementing the following to manage the assets obligations within the Peel Health 

Campus Health Service Agreement:   

 Drafting a comprehensive Group One Equipment Purchases Policy with the 

assistance of PwC and in consultation with HSWA. With a procedure for the 

approval of purchasing and inclusion of a risk rating methodology so that any 

high risk equipment needs are to be purchased immediately by HSWA in 

accordance with requirements, with approval from SMHS being sought 

retrospectively. This policy also attempts to clarify what is GOE and includes a 

revised Purchase Approval Request. The Policy is currently being amended 

and reviewed by SSO and is due to be finalised in coming months. 

 A tender document for a consultant to undertake a comprehensive SMHS 

wide Asset Condition and Residual Life Survey. This survey includes PHC and 

is to assess the condition and remaining useful economic life of all major items 

of building plant and equipment installed on the campus.  

 In order to meet the responsibilities for replacement of GOE for the PHC, 

SMHS has allocated over the past three (3) years $610,000 from its minor 

works budget. Prior to this arrangement, funding for the replacement of GOE 

was provided directly by the DoH’s Building and Maintenance Working Party 

on an ‘item by item basis’. It is noted that the Sublease provides for the 

payment (in quarterly instalments) of Special Rent to the Lessor that includes 

the sum of $47,520 per annum and the net rent recovered from the Lessee 

from the tenants of the medical centre less 7.5% of that amount. The Lessor 

would be responsible for the maintenance or repairs of a capital or structural 

nature and presumably the Special Rent could be utilised for that purpose. 

Notwithstanding SMHS has access to $2.464 million in funding as part of its 

Capital Works Program to assist meet the future infrastructure replacement 

requirements of the PHC.30 
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 Department of Health, 2013 Submission to the Inquiry, 28 February.  
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Fabric of the Hospital 

The Inquiry received evidence relating to the condition of the building and the fabric 

including the flooring and linoleum. Because of this, the Inquiry requested Building 

Management and Works (BMW) arrange for a review of the condition of the building. 

In late 2008 BMW commissioned a Building Condition Assessment (BCA) of the 

Facility.  The report was issued in 2009 confirming the facility was being maintained 

to an acceptable standard.  The 2009 report also identified a number of minor works 

which accounted for approximately $790,000. The BCA conducted in 2013 for the 

Inquiry found that the cost was now approximately $460,000. It was concluded in the 

2013 BCA that in their opinion the “level of maintenance work is within normal limits 

for a facility of this size and type and represents a better than average condition 

when compared to similar facilities”.31 This would indicate to the Inquiry that the 

facility is appropriately maintained and supports information relating to PHC licensing 

reviews and accreditation found in Chapter 6- Licensing and Standards. 

Conclusion 

The Inquiry notes the ambiguity involved in the definition of Group One and Group 

Three equipment but believes that given the maturity of the contract these should 

have been resolved long before now. 

The Inquiry finds that there are some significant improvements to be made in the 

recording and tracking of both sets of Group One and Group Three Equipment and 

that this needs to be done in a collaborative manner between HSWA and SMHS. 

The improvements made to the Sinking Fund relating to the deposit of gross amounts 

will ensure a more transparent acquittal of the money going into the fund and the 

money being used to maintain or purchase replacement equipment. 

The Inquiry encourages the commitment of SMHS and HSWA to work together to 

rectify these matters in a comprehensive way well before the cessation of the 

contract. 

 

                                                      
 
31 

Department of Finance (Building Management and Works) 2013, Peel Health Campus Building 
Condition Assessment, 27 March. 
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5. Patient Care:  
Clinical Safety and Quality 

The Peel Health Campus (PHC) is contracted by the Department of Health (DoH) on 

behalf of the State to provide the people residing in the Peel region with access to 

public hospital and health services in their local area.  

The Contract includes that PHC is to follow DoH directions, issued bulletins and 

Operational Directives relating to the delivery of public health services, including 

criteria for admission and patient care. 

In conducting this Inquiry it was critical to look at the clinical outcomes of patients to 

whom services are provided pursuant to the contract1 to ensure the services provided 

are appropriate. The Inquiry determined that the most effective way to determine the 

appropriateness of clinical care was to review patient medical records that 

documented clinical care. 

The Sample 

Following the audit of CDU explored in Chapter 7 - 2010/11 in detail: the Clinical 

Decisions Unit and Payments to Doctors, the then South Metropolitan Area Health 

Service (now SMHS) appointed PricewaterhouseCoopers (PwC)2 in early June 2011 

to determine if there were admission and billing issues outside of the CDU as well as 

prior to 30th June 2010. 

The approach for the non-CDU admissions review by PwC stratified the population of 

admission cases into three pools based on length of stay, being: 

 less than 4 hours, 

 4 to 15 hours, 

 over 15 hours. 

PwC selected a sample such that 100% of cases in the under 4 hour group, 10% of 

cases in the 4 to 15 hour group, and 1% of those over 15 hours were tested. These 

medical records related to presentations from 26 June 2008 to 30 April 2011. 

In total, 557 medical records were requested by PwC. The same sample was used 

by the Inquiry and the records were summonsed. PHC staff were able to provide the 

                                                      
 
1
 Peel Health Campus Special Inquiry Terms of Reference. Refer to Chapter 1 – Conducting the 

Special Inquiry 
2
 PwC, Admission Compliance and Sinking Fund Review: Peel Health Campus, July 2012 
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medical records except two that were in use for current inpatients at the hospital. The 

sample size was adjusted to 555. 

Whilst they were the same records, the PwC financial audit only assessed a specific 

episode of care and coding whereas the Inquiry’s clinical review of the medical 

records was all episodes of care within the record. 

The Criteria 

The review conducted by the Inquiry included the relevant policy at the time which 

stipulated admission criteria that the Campus was required to be compliant with. 

Technical Bulletin 17/3 Admission Policy for WA Hospitals establishes the policy and 

criteria for determining if a case was an admission or not.3 This includes both medical 

and non-medical criteria. For the medical components of the assessment, including 

severity of illness and intensity of service, PwC utilised the services of qualified 

clinical coders to review the selected individual medical records to assess the 

information recorded against the criteria. 

Observational Findings from the Medical Record Review 

For the 555 medical records obtained, the Inquiry reviewed the clinical component of 

all episodes of care within the record. In some instances there were no additional 

presentations to the Emergency Department (ED), however in the majority of the 

medical records there had been subsequent presentation which was not surprising 

since the audit reviewed dates were between June 2008 – April 2011. 

Documentation 

As a general observation, the quality of the documentation in the medical records 

reviewed was of a good standard. It was easy to locate the various sections and the 

clinical staff entries were mostly clear and it was easy to follow the patient’s journey. 

The tone of the documentation without exception was respectful, objective and 

professional; it appeared the higher the triage category the better the documentation. 

Although PHC is not included in the WA Health ED activity4 (a website that provides 

real-time activity for metropolitan hospitals) there is strong evidence from the medical 

records that PHC categorises the types of presentations using the Australasian 

Triage Scale (ATS) Categories which encourages a consistent approach to 

                                                      
 
3
 Department of Health, 1997 Technical Bulletin 17/3 Admissions Policy for WA Hospitals, Effective 1 

July 1997 (ceased and superseded by Operational Directive 406/12 in December 2012) 
4
 Department of Health, 2013 WA Public Hospital Activity, viewed 20 March 2013 

http://www.health.wa.gov.au/emergencyactivity/edsv/index.cfm 
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assessment at ED across Australasia. The following table lists the ATS categories for 

treatment acuity and performance thresholds.5 

Australasian Triage 

Scale category 

Treatment acuity 

(Max. waiting time)  

Performance indicator 

(%) 

1 Immediate 100 

2 10 minutes 80 

3 30 minutes 75 

4 60 minutes 70 

5 120 minutes 70 

 

At PHC the triage nurse is usually the first clinical person to see the person 

presenting at the ED. The triage category for each patient is entered onto the PHC 

ED “Triage Nursing Assessment PHC1 Form”. This record then becomes the 

multidisciplinary form for all clinical care; medical assessment and diagnostic plan, 

nursing observations and care, treatments, medications and discharge planning. This 

document was the basis for the clinical review of medical records. Test results and 

admissions were read from discrete sections of the medical records. 

The PHC1 Form is comprehensive and has several additional sections for specific 

care and observations including impaired conscious state, neurovascular 

observations, and Intravenous fluids. The elements to consider for improvement 

would be adding the date in significant places, especially the date of discharge at the 

“Time out – Nurse sign out” as this was often different to the date the patient was first 

assessed in the ED. Although not all sections were completed for each presentation, 

the necessary sections were completed in most medical records. Although the 

discharge planning was documented in most instances, this was not necessarily on 

the PHC1 Form in the section provided. 

The nursing observation section of the PHC1 Form should be reviewed to record 

serial observations in graphical form on a horizontal axis as discussed in Chapter 6 - 

Licensing and Standards, particularly in the section on Clinical Deterioration. 

It is acknowledged that there is a current improvement project at PHC to review the 

admission and discharge processes from which modification to the discharge 

planning documentation will be considered and implemented. 

There was only one medical record with an unusual lack of documentation. The 

patient was Triaged as category 2 at 0809 hours with the first set of nursing 

observations and not the usual frequent observations for a triage 2 category patient. 

It is possible that there was a heart monitor applied and the observations had not 

                                                      
 
5
 Department of Health and Ageing, 2013 Triage Quick Reference Guide, viewed 20 March 2013 

http://www.health.gov.au/internet/publications/publishing.nsf/Content/triageqrg 
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been transcribed into the medical records. There was no documented discharge time 

by medical or nursing staff in fact there was nothing in the medical records after 1400 

hours. The coding form recorded the principle diagnosis of acute pericarditis with the 

discharge time noted as 1513 hours. 

There were two instances in the 555 sample that had a photocopied patient medical 

record rather than an original. In one of the two the triage time and coding time were 

at variance; this medical record also had a photocopy of the presentation rather than 

the original. There were four photocopied discharge summaries in the sample of 555 

patient medical records and there was one original referral to a private facility. As 

there was no documentation that the summaries had been faxed to the General 

Practitioner (GP), it could be assumed that the original summaries were sent in error 

to the GP and the photocopied version retained in the medical records. The referral 

to the private facility may have been faxed, although there is no supporting 

documentation to indicate this occurred. 

Consent to Medical Treatment  

There was evidence in the patient medical records that the Consent to medical 

treatment form was being signed, especially for surgical procedures. Although the 

majority were signed by the patient and witnessed by staff as required by the 

Operational Directive 198/096, it was noted that a parent had signed the form for their 

2 year old child without adding designation. Issues may arise if there were custody 

matters involved and if the parent not attending the PHC presentation was not made 

aware of an intended surgical procedure. 

Consent for invasive medical treatment as per the Operational Directive was 

observed in three patient’s medical records. One patient consented for a lumbar 

puncture, one for a blood transfusion and the third for an endoscopy from the 555 

sample. 

In one additional medical record, the ED Doctor had obtained verbal consent for a 

lumbar puncture with all the risk factors detailed and documented. There was an 

additional patient without a signed consent form who may have required an 

emergency lumber puncture procedure, however there was no mention of the 

discussion or disclosure of the material risks documented in the medical records. 

Consent for invasive medical treatment appeared to be less than expected from the 

sample size. 

The current PHC Consent Form was created in 2000 with designated review date at 

2008. The Operational Directive relating to consent was updated in 20117. Given the 

creation date and that there is an updated Operational Directive, PHC need to review 

                                                      
 
6
 Department of Health, 2009 Operational Directive 198/09 Consent to Treatment Policy for the 

Western Australian Health System, 18 June. 
7
 Department of Health, 2011 Operational Directive 324/11 Consent to Treatment Policy for the 

Western Australian Health System, 2 June. 
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their consent forms to ensure they are in line with this Directive and the National 

Safety and Quality Health Service (NSQHS) Standards from the Australian 

Commission of Safety and Quality in Health Care8. This review should consider a 

specific paediatric consent form now that there is a Paediatric Unit at the Campus. 

Surgical Safety 

There was documentary evidence in the patient medical records assessed that PHC 

had implemented the surgical safety checklist for surgical patients to ensure that 

there was time taken prior to an invasive procedure for the protocol to be observed 

and documented. Although most of the sample were ED presentations, some 

patients required admission for surgical procedures and the use of checklist was 

noted in the medical records from 2011. 

The Operational Directive relating to surgical safety9 and NSQHS Standard 5 Patient 

Identification and Procedure Matching includes a Surgical Safety Checklist, 

commonly called a 3C protocol. In preparation for surgery, the PHC medical and 

nursing staff use the ‘team time out’ to ensure patient safety in the operating theatre. 

This proactive step to reduce adverse events checks that the patient, the procedure 

and the part of the body are correct. 

Adverse Clinical Event 

One of the objectives of the medical records review was to determine if there had 

been unreported adverse events, Severity Assessment Code (SAC) 1 or any of the 

nationally endorsed sentinel event categories recorded in the medical records. There 

was no evidence in any of the medical records reviewed that sentinel events had 

occurred or there had been any missed reporting events. 

Adverse events and reporting of these is discussed further in Chapter 6 - Licensing 

and Standards, particularly in the section on reporting SAC1s and sentinel events. 

Palliative Care  

Before  2011 - two ED presentations 
 

Although not considered an adverse event, an elderly woman with an acutely 
distended abdomen, was noted in the medical records as palliative care and Not for 
Resuscitation (NFR). The woman underwent a CT spiral angiogram in the early 
morning with contrast medium. The patient did not respond well to the investigation 
during which her clinical observations deteriorated and she subsequently died. 

                                                      
 
8
 Australian Commission of Safety and Quality in Health Care, 2012 Hospital Accreditation Workbook, 

October. 
9
 Department of Health, 2011 Operational Directive 0316/11 WA Health Surgical Safety Checklist, 14 

March. 
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In one patient medical record, there was an Australian Incident Management (AIMS) 
Form (no longer in use) retained within the notes which was in variance to the then 
Clinical Incident Management Operational Directive10. The patient was a 90 year old 
palliative care patient who died in the ED. The nurse completing the AIMS Form, 
recommended process improvement with the option of ED patients being admitted 
directly to the palliative care beds within the hospital or being prioritised for 
admission. Although there is no evidence that this suggestion was acted on at the 
time, there are now comprehensive care plans used in palliative care. 

Improvement in Systems 

As part of 2011 Australian Council on Healthcare Standards (ACHS) Report11, PHC 

received an Extensive Achievement rating regarding palliative care at PHC which is 

an improvement and commendable. 

Clinical Standard 1.1, criterion: 1.1.7 Systems exist to ensure that the care of the 
dying and deceased consumers / patients is managed with dignity and comfort.  
 
The surveyors commented: 
The care of the dying and deceased patients is supported by an exceptional 
multiple disciplinary team at PHC and a best practice model of care known as the 
Liverpool Care pathway (LCP) for improving the care of the dying. 
 
This is evidenced by the number of other organisations that have consulted the 
clinical team at PHC about the implementation of the LCP to the hospital. 
Commendably PHC has showcased its successful implementation externally. They 
are part of the WA Cancer and Palliative Care Network. 
 
Palliative Care patients are fast tracked from the Emergency Department to the 
inpatient unit to be cared for by the expert palliative care team and commended on 
the LCP. 

Discharged Against Medical Advice (DAMA) 

The PHC Admission and Discharge Policy12 includes a section on Discharged 

Against Medical Advice. The forms are a mechanism for the medical / nursing staff to 

discuss with people presenting to the ED who choose to leave before assessment or 

treatment options have been finalised. Usually there is a discussion and then a Form 

completed with signatures of both patient and clinician that the risks have been 

explained and understood. In one instance a husband signed the DAMA form to 

release his wife and one a father signed to take his young son home prior to 

treatment. 

                                                      
 
10

 Department of Health, 2008 Operational Directive 0106/08 Clinical Incident Management using the 
Advanced Incident Management System (2nd Edition) Policy for the Western Australian Health 
System, 14 February.  
11

 Australian Council on Healthcare Standards (ACHS), 2011 Report of the organisation-wide survey 
for the ACHS Evaluation and Quality Improvement Program Peel Health Campus, 21-23 June. 
12

 Peel Health Campus as at 2013, Admission and Discharge Policy (current) 
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Of the 555 sample: 

 19 people were recorded as discharged against medical advice by the 
electronic Enterprise Patient Administration System (e-PAS) system in ED of 
which 10 had signed DAMA Forms in the ED notes with assurance they could 
return if their condition did not improve. 

 Two people returned within 24 hours for treatment. 

It is acknowledged it is not always possible to obtain a patient signature, however 

documentation in the notes would be a good clinical risk management strategy. 

Four in the sample of 19 had the Diagnosis Related Group (DRG) X62B -

Poisoning/Toxic Effects of Drugs and Other Substances Age <60 W/O CC.  

There were no other repeated DRG categories. 

One person who was DAMA was contacted and recalled to PHC ED the next day by 

medical staff as the test results indicated intracranial haemorrhage; once stabilised, 

the patient was transferred to a tertiary Hospital. 

Conclusion 

In conclusion, from the 555 medical records reviewed by the Inquiry there was good 
evidence that the PHC ED staff were providing a comprehensive standard of care 
with good patient outcomes. The sample included emergency type presentations as 
well as people who used the ED in preference to or in conjunction with General 
Practice presentations. 
 
There were patients that may have been managed more appropriately in the 
community through an alternative health service, however there was good evidence 
that complex decisions were made with compassion and at the same time, the more 
recent presentations, meeting the National Emergency Access Target (NEAT) 
timelines. 
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6. Licensing and Standards  

Compliance by private hospitals with oversight bodies such as the Licensing and 

Accreditation Regulatory Unit (LARU); the Australian Council on Healthcare 

Standards (ACHS) accreditation; and National Safety and Quality Health Service 

(NSQHS) Standards are essential to provide the public with confidence that external 

reviews are conducted as part of good clinical and corporate governance. 

The three major regulating agencies will be discussed in this Chapter in relation  to 

the licensing and accreditation of Peel Health Campus (PHC). 

Private Sector Licensing  

LARU, within the Department of Health (DoH), is responsible for the licensing and 

monitoring of private hospitals in Western Australia.1 This is carried out under the 

authority of Parts 111A and B of the Hospitals and Health Services Act 1927 and the 

provisions of the Hospitals (Licensing and Conduct of Private Hospitals) Regulations 

1987 and the Hospitals (Licensing and Conduct of Private Psychiatric Hostels) 

Regulations 1997. 

Health Solutions (WA) Pty Ltd (HSWA) hold the 2013 License to Conduct a Private 

Hospital at PHC and have been licensed each year since commencement of the 

Contract. 

As part of HSWA’s contractual obligations, PHC is required to participate in an 

annual LARU review of the facilities and service delivery prior to the renewal of the 

Licence. These reviews are the most critical component for licensing. In addition, 

there are requirements throughout the year for HSWA to notify LARU about specific 

matters. This includes notifying of changes in the Board of Directors and controlling 

shareholders. This is also a requirement under the PHC Health Service Agreement. It 

is understood that this may not be completed in a timely manner but that it does 

occur.2 

2013 LARU Assessment  

PHC was inspected on 5 February 2013. As with all LARU inspections, the hospital is 

advised of identified non-compliance of mandatory items and provided the 

opportunity to respond. HSWA received their report on 21 February 2013 and the 

Executive management at PHC are reviewing the Licensing Standards that LARU 

                                                      
 
1
 For more information on LARU please visit 

http://www.public.health.wa.gov.au/2/1350/2/licensing_of_private_healthcare_facilities.pm 
2
 Peel Health Campus Health Services Agreement, 18 June 1997, Clause 27.1 and Clause 33.2 
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identified as requiring remediation. Six (6) of the non-compliance items require a 

response by 3 April 2013 with the remaining six (6) by 1 May 2013. There were an 

additional eleven mandatory items that require a response by 3 April 2013. 

As part of the 2013 review, there were matters from the 2012 annual review that 

remained outstanding. This included updating of specified policies, job description 

forms and out of date service stickers. PHC will be expected to be fully compliant by 

May 2013.  

PHC is required to implement any recommendations set by LARU within the 

timeframes provided. A hospital can be put on notice (legislative base) for further 

non-compliance at this stage. 

The Inquiry notes that PHC’s response to the initial non-compliant items is not due 

until the Inquiry has concluded. As identified in the PHC submission, the staff are 

currently working towards compliance with the identified Standards and the Contract: 

We aim to move forward by focusing on primary contractual obligations, of 

providing high quality, patient focused services for the Peel Community.3 

The Inquirer requested LARU undertake comparative analysis with three peer type 

hospitals for the 2012 licensing year. Due to numerous complexities when attempting 

to compare mandatory items the comparisons were broadly based to reduce 

identifiable data from peer hospitals. The general analysis is discussed below.  

In general terms, PHC compared favourably with the selected hospitals. In some of 

the LARU Standards PHC had no mandatory items and performed better than 

selected hospitals. Out of date Perioperative policies and audits against required 

Australian Standards were common mandatory items identified in other hospitals as 

well. 

It was noted that PHC received a higher number of mandatory items for Standard 4 – 

Facility function and use of space in the 2012 comparison, and is the only hospital 

with Standard 12 – Fire and Safety items attracting recommendations. 

The mandatory items from the 2013 Inspection had a higher proportion from 

Standard 13 – Facility maintenance; most items identified were from Criterion 13.8: 

The environment within the organisation is clean and safe for patients, visitors 

and staff at all times. All schedules are displayed and cleaning records kept. 

The items included cleaning schedules not able to be sighted or available at the time 

of inspection, as well as specific areas requiring cleaning. It was also noted that 

garden areas visible from a patient lounge required maintenance.4 

                                                      
 
3
 Peel Health Campus 2013, Submission to the Inquiry, 7 March, p 6. 

4
 Department of Health 2013, Response to request for information relating to mandatory items 

identified at annual licensing inspections, 12 March, p. 2. 
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Although the 2013 License renewal is confirmed, PHC has until 3 April 2013 to 

demonstrate compliance to LARU with the mandatory items discussed above. 

The Inquiry notes that there is a Notice of Licence Condition on PHC’s 2013 licence 

which is in the process of resolution by PHC to LARU Standards. Conditions of 

licences are made by the DoH LARU Delegate under legislation. 

Clinical Staffing at Peel Health Campus 

All WA hospitals are required to employ clinical staff who are registered and 

credentialed with Australian Health Practitioner Regulation Agency (AHPRA)5 to care 

for patients during their hospital stay and outpatient episodes of care.  

Qualified staff and sufficient staff to patient ratio are essential for safe clinical care. 

The compliance with AHPRA registration of clinical staff is assessed as a legislative 

requirement of LARU as well as a requirement of the ACHS accreditation. 

Each year PHC undergo an audit of the LARU licensing standards for compliance. 
The Inquiry had access to annual compliance audits from 2008 to 2011 which found 
no compliance issues with nursing staffing levels or medical coverage rosters. The 
scope of these audits were extensive and provide LARU with an independent 
mechanism for assessing compliance.6 
 
Nursing Staffing Levels  

One of the elements tested by the audit was the required number and level of nursing 

staff rostered to PHC; each audit report stated that all the nursing staff levels were 

deemed compliant and registration demonstrated.7 

The audit assessed whether nursing levels in relation to patient bed day census data 

were in compliance with licensing requirements. The testing verified staff levels 

through ward rosters and ‘running sheets’ used by wards to monitor staff 

attendances. In addition, payroll records were used to determine actual staff 

attendance and relevant nursing qualification. The patient census records obtained 

from the patient records management system were then assessed for correlation with 

nursing staff levels. 

 

 

 

                                                      
 
5
 For more information on AHPRA please visit http://www.ahpra.gov.au/ 

6
 Global 2020, Audit of the provision and reporting of services for public patients at Peel Health 

Campus for 2007/8 year; 2008/9; 2009/10 years. 
7
 Ibid. 
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In response to a request from the Inquiry, PHC provided the following: 

Similar to other metropolitan sites PHC experiences nursing vacancy 

particularly in areas of specialist practice, theatre, emergency, and midwifery. 

PHC has invested in appropriate recruitment and retention initiatives to 

decrease vacancy. A vacancy rate remains in key areas such as theatre and 

maternity, however, the vacancy rate has demonstrated a reduction in the 

previous 3 months, and hence strategies are proving effective. Current 

vacancy is managed through utilisation of a casual workforce, similar to other 

metropolitan sites.8 

Medical Coverage Roster 

The LARU standard is that the Operator is required to ensure a minimum number of 

doctors/specialists are available on call at all times. The audit testing consisted of 

discussion with Medical Services Directorate staff, a review of the medical roster and 

a review of the procedures for arranging the on call roster. The audit observed that 

processes and procedures appeared adequate, evidenced by appropriate rosters 

being in place for the period reviewed resulting in recommending to LARU 

compliance with licensing requirements and medical registration demonstrated.9 

Bed Occupancy and Clinical Staff Levels 

The PHC licence specifies the maximum number of beds as 193 and the maximum 

number of patients as 249 at any one time. The bed capacity is managed at PHC by 

senior nursing staff who have oversight of patient flow within PHC. Planned surgical 

admissions and discharges are balanced with patient flow from the Emergency 

Department. The response from PHC to the request for further information relating to 

bed capacity indicated real-time knowledge of current bed occupancy for each in-

patient area, day patients attendances and Emergency Department patients. As the 

bed status changes on an hourly basis, the response indicated PHC were aware of 

and complied with the LARU standards. 

It is noted that the PHC has achieved LARU compliance with staffing levels related to 

bed occupancy for the period 2009 to 2012 inclusive. 

The PHC current patient numbers and their assessed acuity are essential elements 

to consider when ensuring the right level and mix of clinical staff are available to care 

for patients at any one time. The staff mix includes consideration of Clinical Nurse 

Specialist/Managers, the number of Clinical Nurses, Registered/Graduate/Enrolled 

nurses, and education support available as clinical ‘skill mix’ to ensure patient care.  

 

                                                      
 
8
 Peel Health Campus 2013, Response to request for information on staffing arrangements 2009-12, 

12 March, p. 2. 
9
 Global 2020, Audit of the provision and reporting of services for public patients at Peel Health 

Campus for 2007/8 year; 2008/9; 2009/10 years. 
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On some days, the rostered staff and patient mix has been estimated correctly with 

appropriate staff available in each area, on other days this balance requires 

movement of staff to ensure sufficient cover in each clinical area. The senior nursing 

staff are responsible for patient care, staff allocation and to ensure staff are re-

assigned if necessary or additional casual staff are ‘called in’ to cover the patient 

care requirements. The nursing organisational chart supplied by PHC provided 

reporting lines, nursing classifications, full time equivalent (FTE) per person as well 

as their current status i.e. permanent, full time, part time and casual staff.  The 

reporting lines were clear and appeared to suit the patient mix at PHC.10 

The Inquiry notes in Chapter 8 – Staff and Management  that whilst compliance 

relating to staffing is accepted, there was the potential at certain times that staff felt 

under pressure and that additional staff may have alleviated this. This particularly 

related to times of process change such as the 4 Hour Rule and would have been 

experienced at many facilities, not just PHC. 

Mortality Reporting 

The LARU Annexure A titled Additional Licence Terms and Conditions require PHC 

to report to LARU the sentinel events, critical incidents and mortality reporting. The 

issues with the process of Sentinel event and adverse event reporting is included in 

Chapter 9 – Systems and Processes. 

The WA Review of Mortality Policy (2008) Operational Directive (OD)11 directs that all 

deaths that occur in public hospitals and licensed private health care facilities in 

Western Australia are required to be assessed and reviewed in a timely manner in 

accordance with the WA Review of Mortality (WARM) 2008. The OD scope includes 

PHC and is also a License requirement of LARU. 

The accountability and reporting responsibility at PHC is undertaken by the Director 

of Clinical Services. The information is included in the monthly Report to South 

Metropolitan Health Service (SMHS) as described by PHC in their submission to the 

Inquiry: 

PHC are also required to (and do) provide a “Schedule 9/10” report in 

accordance with SMHS contract management. This report includes an agreed 

set of quality and activity reports with defined indicators that consider both 

efficiency and effectiveness of the service provision. 

Office of Safety and Quality in Health Care (OSQHC). PHC is required to (and 

do) report in line with other hospitals and health services key patient safety 

                                                      
 
10

 Peel Health Campus 2013, Response to request for information on staffing arrangements - nursing 
organisational chart, 12 March. 
11

 Department of Health (DoH) 2008, Operational Directive 0149/08: WA Review of Mortality Policy, 16 
October. 
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and performance indicators to the OSQHC. This includes sentinel events, SAC 

1 incidents, complaint indicators and patient satisfaction.12 

The DoH correspondence to the Inquirer on 11 February 2013 also states: 

The Clinical Governance Unit in SMHS Safety Quality and Risk Directorate 

recently reviewed Schedule 9 and 10 of the Service Level Agreement and has 

introduced more contemporaneous reporting requirements so that they are 

consistent with the reporting from SMHS hospitals and are incorporated into 

the SMHS Clinical Governance Report.13 

The PHC clinical executive attend the SMHS Monthly Contract meeting when clinical 

indicators are discussed including WARM Reporting. From the evidence provided to 

the Inquiry, compliance with the reporting of clinical elements specified in LARU 

Annexure is confirmed. 

Australian Council on Healthcare Standards (ACHS) 
Accreditation 

Part of the HSWA contractual obligation under 5.2 – Accreditation states that the 

Operator must: 

 have Australian Council on Healthcare Standards (ACHS) accreditation 

 provide the Department with a copy of any ACHS report 

 ensure that the provider of pathology services is registered with the National 
Association of Testing Authorities (NATA).14 

 

The PHC has maintained ACHS15 accreditation and the pathology service has been 

registered with NATA for the life of the Contract. 

The Inquiry reviewed the two most recent Australian Council on Healthcare 

Standards for PHC including the Periodic Review Report June 200916 and 

Organisation-wide Survey Report June 2011.17 In the 2011 report, the ACHS 

assessed PHC with 13 Extensive Achievements and 8 Moderately achieved. 

                                                      
 
12

 Peel Health Campus 2013, Submission to the Inquiry, 7 March 2013, p. 4 
13

 DoH 2013, Response to request for information relating to clinical incidences, 11 February, p. 3. 
14

 Peel Health Campus Health Services Agreement, 18 June 1997, Clause 5.3 
15

 The Australian Council on Healthcare Standards (ACHS) is an independent, organisation 
collaborating with health care professionals, industry bodies and consumers to develop and implement 
the accreditation standards and quality improvement programs used by the majority of Australian 
hospitals and health care organisations. A surveyor is a health professional trained by ACHS to 
assess the performance of health care organisations against EQuIP standards. The majority of ACHS 
surveyors are professionals with relevant health care experience such as doctors, nurses, medical 
administrators and allied health professionals.     
16

 ACHS 2009, Report of the periodic review for the ACHS: Peel Health Campus, 8-9 June. 
17

 ACHS 2011, Report of the organisation wide survey for ACHS: Peel Health Campus, 21-23 June. 
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There were four clinical related recommendations from the 2011 ACHS Report:  

Clinical Standard 1.1 
 

Criterion 1.1.1 The assessment system ensures current and ongoing needs of the 
consumer / patient are identified. 
 

Surveyors Recommendations: 
Review the admission and exclusion policy against the hospital clinical service capability for specific 
higher risk patient groups and agree to document explicit admission criteria 

Criterion 1.1.3 Consumers / patients are informed of the consent process, 
understand and provide consent for their health care. 
 

Surveyors Recommendations: 
Peel Health Campus reconcile the different performance outcomes suggested between medical 
record audit and compliance measurement reported to the Medical Advisory Committee. 
Criterion 1.1.5 Processes for discharge / transfer address the needs of the 
consumer/ patient for ongoing care. 
 

Surveyors Recommendations: 
Multiple transfer policies for Peel Health Campus be reviewed and consolidated where appropriate to 
guide practice. 
 
Corporate Standard 3.1 (included as incorporates clinical aspect) 
 

Criterion 3.1.5 Documented corporate and clinical policies assist the organisation to 
provide quality care.  
 

Surveyors Recommendations: 
Executive accountability for the quality of policy documentation and referencing be identified and 
relevant staff informed of the change. 
 

The 2011 ACHS report is significant in regards to PHC achievement with standards 

in line with their Contract. The four recommendations above signal opportunities for 

improvement and have relevance to the current Inquiry. 

The Inquiry heard that PHC has a Safety and Quality Manager and also heard that 

they have progressed a significant amount of work in safety and quality systems in 

the last five months.18 
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 Witness, Transcript of evidence under oath, 18 February 2013 (1), p. 27. 
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The Inquiry also notes that in the 2011 Report there were no recommendations from 

2009, and the acknowledgement of effort in the 2009 report relating to the 2007 

survey: 

There were eight (8) previous recommendations relating to clinical, three (3) 
recommendations relating to support, and five (5) recommendations relating to 
corporate from the August 2007 organisation wide survey. Evidence was 
provided confirming that all previous recommendations had been satisfactorily 
addressed and therefore, all recommendations have been closed. 
 
Surveyors acknowledge the significant effort which went into completing these 
previous recommendations and the organisation should feel proud of their 
progress.19 
 

The PHC 2011 ACHS Accreditation status confirms that the organisation has 
demonstrated a high level of achievement, especially with thirteen Extensive 
Achievement categories. This is impressive and verifies PHC’s claim of commitment 
to clinical safety and quality improvement. 

Progressing to Further National Standards 

The National Safety and Quality Health Service (NSQHS) Standards were endorsed 

by Australian Health Ministers in September 2011. It is current policy that all Western 

Australian (WA) Health hospitals undergo external accreditation effective from 

January 2013: 

All health services must choose an accrediting agency that has approval from 

the Australian Commission on Safety and Quality in Health Care (ACSQHC), 

to assess their service against the NSQHS Standards.20
 

LARU is responsible for regulating the AHSSQA Scheme in WA. All health services 

are required to register their organisation for accreditation against the NSQHS 

Standards by completing a LARU accreditation registration form by 31 March 2013. 

The Inquiry understand that HSWA have applied for registration with LARU for ACHS 

accreditation as required. 

The NSQHS Standards are mentioned in Chapter 5: Patient Care: Clinical Safety and 

Quality in relation to Governance Standard 1 section 18 “Implementing processes to 

enable partnership with patients in decision about their care, including informed 

consent to treatment”.21 

 

                                                      
 
19

 ACHS 2009, Report of the periodic review for the ACHS: Peel Health Campus, 8-9 June. 
20

 Department of Health 2012, Operational Directive 0410/12: Implementation of the Australian Health 
Service Safety and Quality Accreditation Scheme and the National Safety and Quality Health Service 
Standards in Western Australia, 18 December. 
21

 Australian Commission on safety and quality in health care 2012, Standard 1: Governance for safety 
and quality in health service organisations. 
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Clinical Deterioration as part of the National Safety and Quality 
Standards 

In April 2010, Health Ministers endorsed the Consensus Statement as the national 

approach for recognising and responding to clinical deterioration in acute care 

facilities in Australia. In addition, compliance with the ten National Safety and Quality 

Standards is mandatory from 1 January 2013. Standard 9 relates to recognising and 

responding to clinical deterioration.22 

Similar to all WA Health hospitals, a gap analysis against the clinical deterioration 

elements in the National Consensus Statement is recommended. 

Compliance with this Standard will ensure that PHC has reviewed the Consensus 

Statement, determined how they apply to their facility and noted any changes or 

modification relevant to specific circumstances at PHC. 

Consideration should be given to the observations made in Chapter 7  - 2010/11 in 

detail: the Clinical Decisions Unit and Payments to Doctors regarding the nursing 

observation charts at PHC Emergency Department and the benefits of observations 

to be recorded in serial graphical form on a horizontal axis as a mechanism to assist 

in potential earlier detection of deterioration. 

The Inquiry acknowledge that there is a Medical Emergency Response Team at 

PHC, with patients transferred to the Emergency Department for stabilisation and 

continued to be monitored if clinical deterioration occurs. 

Conclusion 

The Inquiry believe that the accreditation and licensing processes required under the 
Agreement are comprehensive and ensure that quality of care and compliance are 
adhered to by private providers of public services. PHC has demonstrated the 
compliance required by the Agreement throughout the life of the Contract. 
 
As discussed in Chapter 3 - Contract Obligations and Contract Management, it is 
important that as a Contract Manager, SMHS on behalf of the State, keeps 
themselves abreast of PHC licensing and accreditation, particularly were it relates to 
delivery of service, clinical care and potential non-compliance. 
 
The Inquiry encourages PHC to continue its pursuit of updating policies and practices 
in regards to observation charts as part of their commitment to early detection and 
management of clinical deterioration. 

                                                      
 
22

 Australian Commission on safety and quality in health care 2012, Standard 9: Recognising and 
responding to clinical deterioration in acute medical care. 
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7. 2010/11 In Detail: The Clinical 
Decisions Unit (CDU) and 
Remuneration Arrangements 

This chapter provides an overview of the establishment and execution of the Clinical 

Decisions Unit (CDU) at Peel Health Campus (PHC) in 2010/11 and considers the 

$200 payments made to doctors for admissions to the CDU. It also includes the 

findings of an audit of CDU admissions conducted by the Inquiry. 

Establishment and Objectives of the CDU 

The CDU at PHC was introduced for a trial period in early May 2010.1 According to 

PHC it was an initiative to “improve patient management” and its key driver was 

“increased clinical demand and a shortage of skilled medical workforce in the 

region”.2  

The Inquiry notes that the CDU was not the first model of care change implemented 

in an attempt to improve patient flow and clinical outcomes at PHC. In 2009 an Acute 

Medical Decisions Unit (ADMU) was trialled at PHC as “a way to deal with high 

transfers out from the ED (Emergency Department)” to other hospitals. According to 

PHC this unit was closed as it did not meet performance outcomes and that in 2010 

the CDU was created as a “re-design of the ADMU”.3 

On 5 May 2010, an internal memorandum was issued to the PHC Emergency 

Department (ED) Consultant Group informing them of the formation of the CDU and 

providing information on how it was proposed to work.4 In this communication, the 

fundamental aim of the CDU was defined as being to “provide high quality clinical 

assessment and management to a group of patients who are currently occupying the 

ED for prolonged periods of time leading to ED congestion and prolonged waits”.5 

The following key drivers for forming the CDU were identified in a memorandum to all 

PHC medical staff: 

 to allow PHC to comply with the ‘4 Hour Rule’ 

                                                      
 
1
 Peel Health Campus 2013, Submission to the Inquiry, 7 March. 

2
 Ibid. 

3
 Ibid. 

4
 Peel Health Campus, Memorandum Formation of Clinical Decision Unit at Peel Health Campus,  

5 May 2010. 
5
 Ibid. 
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 to decongest the ED of more complex patients making flow easier 

 more efficient patient care.6 

A number of goals for the CDU were identified in a Frequently Asked Questions 

(FAQ) document for “Peel Pulse” the staff clinical newsletter. It stated that PHC 

hoped to achieve improved patient care outcomes as evidenced by: 

 reduction of length of stay in ED 

 reduction in overnight stays in ED when not required from a clinical 
perspective 

 reduction in number of inappropriate discharges from ED, particularly elderly 
patients being discharged home alone in the evening and night 

 improved care environment for overnight stay as patient will be in a bed, not 
on an ED trolley in the middle of a busy Emergency Department 

 improved customer service and satisfaction. 
 

The flow on impact on efficiency of ED service provision was identified as: 

 improved access to ED beds for those requiring ED services 

 reduction in ED waiting times 

 reduction in ED did not wait presentations.7 

The Inquiry also heard evidence that the generation of additional revenue was a clear 

purpose in the establishment of the CDU.8  

Reference was made to generating revenue in a PHC briefing note dated 23 April 

2010. The briefing note stated that the trial of the CDU “will test the model to confirm 

clinically sound patient care which generates revenue to offset costs and contributes 

to MPA outcomes”.9 Furthermore, a comment was made in internal correspondence 

on 5 May 2010 that “the main game here is to capture missed revenue”.10 

Given that a direct result of a decrease in transfers to other hospitals is an increase 

in admissions for PHC and therefore more money obtained for patient services, the 

increased revenue does seem to be a flow on effect of the more important driver for 

PHC of reducing transfers out to other hospitals. Furthermore, at the time, PHC was 

functioning below its Maximum Payment Amount (MPA) and therefore it had funds 

available to allocate to the CDU initiative.11 Despite this, the Inquirer is of the opinion 

that setting up the CDU for this reason risked compromising the objectives of 

Technical Bulletin 17/3 Admission Policy for WA Hospitals which is referred to in the 

Intended Process section of this Chapter. 

 

                                                      
 
6
 Peel Health Campus, Memorandum CDU (Clinical Decisions Unit), 6 May 2010 

7
 Peel Health Campus, CDU – FAQs, August 2010 

8
 Standing Committee on Estimates and Financial Operations, Western Australia, Legislative Council, 

Report 40 – Inquiry into Peel Health Campus payments, November 2012, p. 6. 
9
 Peel Health Campus, Briefing Note Clinical Decisions Unit, 23 April 2010. 

10
 Peel Health Campus, Email Re: To do list prior to June 30, 11:05 AM 5 May 2010. 

11
 Peel Health Campus 2013, Submission to the Inquiry (Attachment 1), 7 March 2013. 
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In the opinion of the Inquirer, the decision to establish a CDU was not inconsistent 

with what was occurring in hospitals across the State at that time. The 

implementation of the 4 Hour Rule project saw the introduction of a range of short 

stay type units in EDs including Short Stay Unity, Emergency Medical Wards, 

Observation Wards and Clinical Decisions Units.12 

However, the creation of these short stay units by and large had the effect of 

increased overall admission rates to hospitals which led to increased pressure on 

both clinical staff and support services.13 This was apparent in the case of the CDU 

and the lack of consideration given to the impact of introducing the CDU concept on 

staff workload and ward disruption caused a number of issues at PHC which are 

referred to in the sections below. 

Intended Process 

The CDU trial was intended to span six weeks until the end of the financial year in 

the hope that if it was successful in its outcomes it would be continued.14 It was 

proposed that patients would be admitted to the CDU as soon as it became obvious 

that their stay in ED would be longer than four hours before a definitive decision 

could be made as to their disposition.15 

It was intended that patients being admitted to the CDU were required to meet 

certain criteria. Patients considered to be clinically suitable for an admission to CDU 

were identified as having the following characteristics: 

 medical complexity sufficient to warrant admission 

 a likely length of stay of 4-48 hours from presentation to triage 

 uncertainty with regards to a diagnosis and/or disposition OR suitable for an 
ED Observation admission 

 able to be cared for by the FACEM16/PHC nursing team.17 
 

Specific groups of patients not considered to be suitable for admission to the CDU 
included: 

 children 

 physiologically unstable patients required to be in a resuscitation area 

 patients with mental health problems 

                                                      
 
12

 Professor Bryant Stokes AM, Four Hour Rule Program Progress and Issues Review, December 
2011 
13

 Ibid. 
14

 Peel Health Campus, Memorandum CDU (Clinical Decisions Unit), 6 May 2010 
15

 Peel Health Campus, Memorandum Commencement of CDU, 3 May 2010. 
16

  Fellow of the Australasian College of Emergency Medicine (FACEM) 
17

 Peel Health Campus, Memorandum Formation of Clinical Decision Unit at Peel Health Campus,  
5 May 2010. 



Professor Bryant Stokes AM 

 

72 
 
 

 patients for whom a clear admitting team already existed at PHC at the 
admission decision time.18 

The Inquiry notes that it did not find any documentary evidence regarding the CDU 

that  relates to compliance with the Technical Bulletin 17/3 Admission Policy for WA 

Hospitals at the time of the establishment of the CDU. This was an Operational 

Instruction issued in 2002 by the Department of Health (DoH) that outlined the 

guidelines for the admission of patients to hospitals in Western Australia.19 The 

Instruction states that: 

Accurate hospital activity data are essential in a casemix environment. To 

ensure consistent hospital information, all hospital staff who authorise 

admissions to Western Australian hospitals should use the same criteria for 

admissions. Hospital staff who record patient information, should be aware of 

the rules and guidelines for the admission of patients.20 

It was not until later on, in 2011, when conducting an internal audit that compliance 

with this instruction was referred to by PHC. The Inquirer is of the opinion that the 

criteria for admissions outlined in this Instruction should have been referred to and 

observed more closely in the planning and implementation stages of the CDU.  

With regard to staffing, the Inquiry has received evidence stating that the initial vision 

for the CDU was to have it staffed separately from the ED with its own nurses, and 

Resident Medical Officer and an emergency specialist from 8:00 AM until 10:00 PM 

each day.21 

In the early stages of the CDU it was proposed that patients would be located on the 

Barker Ward at PHC unless they required monitoring in which case they would be 

admitted to the observation area in the ED. It was hoped that the CDU would move to 

occupy the “empty HDU (High Dependency Unit) area (Rivers) as soon as possible if 

the trial was successful”.22 

The Inquiry notes that several months before the CDU was established, there was a 

separate project undertaken for the 4 Hour Rule program at PHC which involved 

extensive planning including defining all possible issues to do with patient flow, 

analysing data and developing and implementing solutions to improve patient flow 

and patient access.23 

As one of the reasons identified for the establishment of the CDU was to deal with 

the 4 Hour Rule, the Inquiry is of the opinion that the planning of the CDU should 
                                                      
 
18

 Peel Health Campus, Memorandum Formation of Clinical Decision Unit at Peel Health Campus, 5 
May 2010 
19

 Department of Health, Technical Bulletin 17/3 Admission Policy for WA Hospitals, viewed 26 March 
2013, http://www.health.wa.gov.au/circularsnew/pdfs/7645.pdf. 
20

 Ibid. 
21

 Witness, Transcript of evidence under oath, 26 February 2013 (1), p. 22. 
22

 Peel Health Campus, Memorandum Formation of Clinical Decision Unit at Peel Health Campus, 5 
May 2010. 
23

 Witness, Transcript of evidence under oath, 12 February 2013 (2), p. 3. 
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have taken into account the work done for the 4 Hour Rule program. However it 

seems that management of the two projects was quite disconnected. This lack of 

cohesion also led to confusion amongst staff which is referred to in the Execution of 

the CDU section below. 

Execution of the CDU 

Internal correspondence to staff indicates that the initial stages of the CDU trial were 

progressing “very well”. 24 An internal email from June 2010 provided statistics that 

the CDU was achieving its outcomes: 

 increasing the number of admissions to the hospital by approximately 5.5 per 
day 

 lowering the inter-hospital transfer rate by about one patient per day 

 lowering the DNW (Did not Wait) rate to approximately 2.0% from 2.8% 

 improving ED times in general 

 utilising previously underused nursing capacity 

 enabling PHC to spend previously unspent MPA.25 

Despite these outcomes there were a number of issues identified by doctors, nurses 

and clerical staff. 

One issue was the confusion that arose between the process for the CDU and the 

process for the 4 Hour Rule project which as mentioned previously seemed to be 

quite disconnected. The Inquiry heard that there was “a huge confusion about what 

was four-hour rule and what was CDU because both of them had four-hour target 

times.” Furthermore, staff were approaching the team in charge of the 4 Hour Rule 

project to seek clarification on CDU matters which according to one witness, the team 

“really didn’t have any control over”.26 

A significant amount of confusion was also identified in the early stages with regards 

to admissions and terminology and issues regarding processes and documentation.27 

Evidence exists of attempts made by Executive management to address these 

issues through a number of internal memorandums referred to below that provided 

clarification regarding admissions and terminology and other concerns that had been 

raised by medical staff. 

 On 14 May 2010, an internal memorandum (memo) was issued providing staff 
with clarification regarding the various categories of CDU patients, how to 
admit out of hours and who to contact out of hours.28 
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 Peel Health Campus, Memorandum Admissions to CDU, 17 May 2010. 
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 Peel Health Campus, Email Re: CDU proposal, 2:15 PM 14 June 2010 
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 Witness, Transcript of evidence under oath, 12 February 2013 (2), p. 3. 
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 Peel Health Campus, Memorandum Admissions to CDU, 17 May 2010 
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 On 17 May 2010, a memo was issued providing clarification to staff in 
response to confusion regarding admissions and terminology.29 

 On 19 May 2010 a memo was issued providing feedback on the progress of 
the CDU and providing further clarification regarding admission criteria.30 

 On 8 July 2010, in response to apparent “uncertainty” amongst staff regarding 
the future of the CDU, a memo was issued providing clarification that the CDU 
was “definitely continuing”.31 The communication emphasised that although 
the CDU trial had been “very successful” it was an interim solution that was 
not sustainable in the long term and that PHC were working on a “more 
sustainable longer term model”.32 

 On 23 September 2010, a memo was issued referring to instances of patients 
being admitted to CDU and arriving on the ward without all proper 
documentation being completed and results fully checked. As a response, staff 
were directed to follow a number of steps to avoid this occurring in future.33 

With regard to the physical location of the CDU, despite the intention mentioned 

previously that the CDU would move to occupy the Rivers unit if successful, 

according to PHC, operational difficulties meant that CDU became a “‘virtual ward’ 

with patients located in various wards of the campus”.34 Evidence suggests that 

especially in the initial stages, this caused some confusion regarding which ward 

different types of CDU patients should be admitted to and also problems with the 

number of “virtual beds” available for clerical admission.35 

With regard to staffing, despite intentions to have the CDU staffed separately from 

the ED, PHC encountered difficulties finding FACEMs as they were “in high demand 

with various HDWA (Health Department WA) hospitals paying very large day rates at 

the time to attract staff (eg Armadale and Rockingham paying rates in excess of 

$3000/day and even higher rates available in Kalgoorlie and Albany, in some cases 

more than $4000 per day)”.36  

As a result of this, it was decided that when an additional FACEM was not available 

to be in charge of the CDU, the ED FACEM would need to cross over and care for 

both the ED and the CDU.37 This not only meant that the ED doctor on duty was 

placed under a lot of stress if it was busy, but also created a potential for a perceived 

conflict of interest with regards to payments for admissions. This is discussed in more 

detail in the Payments to Doctors and Admissions Scheme section below.  
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 Peel Health Campus, Memorandum Admissions to CDU, 17 May 2010. 
30

 Peel Health Campus, Memorandum CDU Progress, 19 May 2010. 
31

 Peel Health Campus, CDU Update, 8 July 2010. 
32

 Ibid. 
33

 Peel Health Campus, Memorandum CDU Admissions from ED after hours, 23 September 2010 
34

 Department of Health 2013, Submission to the Inquiry (Supporting Document 18), 28 February 2013 
35

 Peel Health Campus, Memorandum Admissions to CDU, 17 May 2010; Peel Health Campus, 
Summary of CDU meeting, no date. 
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 Department of Health 2013, Submission to the Inquiry (Supporting Document 18), 28 February. 
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A key issue was that admissions into the CDU began to increase significantly a few 

months into its establishment. PHC have acknowledged that “unfortunately due to 

systems, operational issues in ED (due to the resignation of the ED Director) and 

some inexperience on the part of the new Executive team, it was not picked up 

immediately and the potential significance of the matter was overlooked until early 

2011”.38 Further detail regarding the increase in admissions and the steps to address 

this issue is provided in the Audit of CDU Admissions section of this chapter. 

Payment to Doctors and Admissions Scheme 

It has been alleged that “Bonus” payments were made to doctors working in the CDU 

and that some doctors had figured out that it was a moneymaking opportunity and 

admitted patients that should not have been admitted.39 

The PHC ED Consultant Group were notified on 5 May 2010 that in the initial phase 

of the CDU, the FACEM would be paid their usual hourly rate plus $200 per patient 

who met the admission criteria which was defined as: 

 appropriate medical complexity to justify admission 

 stay of 4 hours and 1 minute for patients who are discharged home 

 stay of 12 hours and 1 minute for patients who are transferred to another 
hospital.40 

Internal correspondence at PHC prior to the establishment of the CDU emphasises 

that this payment was for doing additional work not existing work.41 

In their submission to the Inquiry, PHC state that the $200 payment was “represented 

to the Chairman at the time and agreed universally by the CEO, COO (Chief 

Operations Officer), DMS (Director of Medical Services), ED head and DON (Director 

of Nursing) that a payment was appropriate and commercial or the trial would not be 

successful”.42 It was considered a necessary means to attract FACEMs which as 

mentioned previously were in high demand and being paid high rates at other 

hospitals. 43 

The Inquiry heard evidence from one witness that: 

The intent (of the $200 payments) was to try and deal with some real issues 

that Peel Health Campus had at the time in terms of recruiting staff to come 
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 Department of Health 2013, Submission to the Inquiry (Supporting Document 18), 28 February. 
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 Peel Health Campus, Memorandum Formation of Clinical Decision Unit at Peel Health Campus, 5 
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and work, not only in the ED, but also in the wards looking after admitted 

patients.44 

The intended process of admitting a patient to the CDU involved the following: 

 ED doctor to determine whether a patient was appropriate for the CDU 

 ED doctor to contact CDU doctor to refer appropriate patient to the CDU 

 CDU doctor agrees to admit patient to CDU if they consider it appropriate 

 CDU doctor then responsible for the care of the patient.45 

It was the CDU doctor who admitted the patient to the CDU that was to be paid the 

$200 admission fee.46 

The $200 payment was intended to be short term solution and it was intended that 

the hospital would be fully staffed. However, in reality, it became a long-term initiative 

and due to the staff shortages referred to previously, sometimes the FACEM or 

senior doctor in ED was also the CDU doctor.47 

The potential for fraud was raised with the Inquirer relating to deliberately 

inappropriate admissions. The Inquiry did not receive any evidence of this and refers 

to the Inquiry Audit of Admissions section below.  

The Inquiry notes that a number of PHC executives agree that in retrospect, the $200 

payment may not have been the most appropriate scheme to implement and that 

governance should have been put in place. For example, one witness gave evidence 

that: 

In retrospect, I think that a fee for service model has its pros and cons and it 

has its detractors and its non-detractors. In retrospect it would have been 

proper - - you know - -particularly all the things that have happened in 

retrospect it would have been better to pay them a higher rate and have a 

much more proactive means of admitting patients, like they have in other 

hospitals, like an ED navigator or a lot stricter guidelines. Regardless of that, if 

you do go with the fee for service model, clearly proactive audit as a 

governance measure is - - would have been something that we should have 

put in place.48 

It is the opinion of the Inquirer that although PHC did not plan the execution of the 

CDU thoroughly, there is no evidence to suggest that the intention of the scheme 

was for doctors to incorrectly admit. However, when the staffing arrangements meant 

that the Fellow of the Australasian College of Emergency Medicine (FACEM) or 

senior doctor in ED was also the CDU doctor, a potential for a moral conflict arose 
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and doctors could be perceived to be vulnerable to fraud. This was because the 

doctor would be referring patients to themselves when they knew they would be paid 

for each patient that was admitted to the CDU. 

PHC Audit of CDU Admissions 

As mentioned in the Execution of the CDU section of this Chapter, admissions to the 

CDU began to increase rapidly around October 2010, however the significance of 

this was overlooked by PHC until early 2011. Questions were also raised as to 

whether some FACEM and senior ED staff had become questionably efficient at 

admitting patients.49 

When this was realised by PHC in February 2011, the $200 payments were stopped 

and the Board of Health Solutions (WA) Pty Ltd directed that an internal audit of 

admissions via ED be completed to ensure compliance with: 

1. Technical Bulletin 17/3 Admission Policy for WA Hospitals 

2. Peel Health Campus Services Agreement (1997) 

3. Peel Health Campus Notice of 2010/11 Maximum Payment Amount and 
Schedule 6 

4. Coding outcomes based on 2010/11 DRG v5, r11.50 

The audit methodology was developed with the assistance of the South Metropolitan 

Health Service (SMHS) and was conducted on all patients admitted under the CDU 

and thousands of patient files were reviewed.51 

The findings of the audit identified a number of admissions that did not meet DoH 

admission criteria. The report, which was provided to SMHS in May 2011, identified 

approximately 393 weighted separation cases as not meeting the admission criteria 

for billing. 

PricewaterhouseCoopers (PwC) assessed the methodology adopted by PHC which 

was considered sound, and a sample of 100 cases was subsequently tested. PwC 

found 5 out of 100 cases to be incorrectly labelled admissions per the admission 

criteria. They also found some cases where an argument for admission could be 

made, but was not. It appears the instances where PwC disagreed with the 

assessment of PHC relate to admissions on compassionate grounds, including care 

for mental health and palliative patients.52 
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Following the results of the audit, SMHS made a number of recommendations to 

PHC with the aim of ensuring correct admissions in future which PHC agreed to put 

into place. 53 Furthermore, SMHS directed that all incorrect billable cases were to be 

reversed and the money paid back. According to evidence provided to the Inquiry, 

approximately $1.4 million was reimbursed to SMHS for “invalid admissions”.54 

Additionally, an internal process was conducted by PHC whereby fee for service 

payments for disallowed admissions were also reversed.55 

Inquiry Audit of Admissions to the CDU 

The Inquiry considered it prudent to conduct its own audit of admissions to the CDU, 

specifically those admissions where a $200 payment was received.  

A medical records review of selected patients who were admitted from the PHC ED 

to the CDU is provided below. It should be noted that in this section the doctor 

admitting the patient to the CDU is termed the ‘billing doctor’. 

Purpose 

In this medical records review, the Inquiry was looking to identify: 

 Any patients who may have suffered a compromised clinical outcome resulting 
from their admission to the CDU. 

 Any patients who appeared to have been admitted to the CDU who did not 
need admitting. 

Methodology 

Under summons, the Inquiry received a list of 4276 admissions where a doctor 

received payment of $200 as part of the process during the period May 2010 to June 

2011. Of these 4276 admissions: 

 In 3639 cases the $200 payment was retained by the billing doctor. 

 In 637 cases the $200 payment was repaid by the billing doctor due to an 
identified incorrect admission. 

The Inquiry decided to take a random sample of 117 admissions from the 3639 

admissions where the doctor retained the $200 payment. 

In addition to the sample of 117 admissions, a further 87 admissions were selected 

from previous testing of medical records done by PwC. These 87 admissions did not 

identify billing doctors. As such, in total there were 204 CDU admissions reviewed by 

the Inquiry. 
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Findings in relation to patients who may have suffered a compromised 
clinical outcome resulting from their admission to the CDU 

The findings below relate to all 204 CDU admissions reviewed by the Inquiry. 

There were no cases identified where a patient suffered a negative outcome as a 

result of compromised care while an inpatient on the CDU. 

In general, the nursing and medical documentation was of a high standard 

particularly those parts of the record that related to the initial presentation 

assessment, diagnosis and plan. The documentation about discharge planning and 

what communication occurred with the patient and GP was of a lesser standard. 

There were a number of risks identified which did not clearly result in compromised 

care. There is risk of harm associated with all episodes of clinical care in all health 

care institutions and one of the role of clinical governance is to reduce that risk. In the 

operational clinical setting, such as a busy ED, the reduction of risk is continuous. 

The following risks identified should be considered in the setting of departmental 

clinical governance. It would be expected that similar areas where risk could be 

reduced would be identified after conducting a review of any ED. 

Discharge planning and documentation:  

In many cases reviewed even though there was reference to discharge letters being 

written, copies of the letters were not included in the medical records. Consequently, 

the discharge plan and instructions the patient had received were absent. This 

information is particularly useful in the clinical setting when patients return to the ED. 

This could be improved by retaining copies of discharge letters and better 

documentation in the medical records. 

Observation charts: 

The nursing observation charts at PHC ED record observations vertically and non-

graphically. This has been identified as a problem in several Root Cause Analysis of 

sentinel events and by the WA Coroner as it makes it is difficult to interpret trends 

from serial observation.  The current standard in WA Health is to record serial 

observations in graphical form on a horizontal axis. More information is provided in 

Chapter 6 – Licensing and Standards, particularly in the section on Clinical 

Deterioration. 

Admitting patients to CDU awaiting transfer: 

This is a risk inherent to an access blocked health system. Having identified a case 

that exceeds the clinical capacity of the institution the patient is admitted there 

awaiting transport. This is effectively placing the patient in an environment that has 

already been identified as non-ideal. Operationally it is understandable why PHC ED 

have had to admit these patients, however, in the ideal situation the clinical needs of 
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these patients would be served best by timely direct transfer to the beds where they 

have been accepted. 

Management of febrile neutropenia on CDU: 

The case series contains two cases of febrile neutropenia managed on CDU with 

phone consultation from their managing Oncology unit at SCGH. Both patients 

received good care from medical and nursing staff on the CDU, however, these 

patients are high risk and complex, and frequently require the back-up of an Intensive 

Care Unit or High Dependency Unit. In the opinion of the Inquiry, complex Oncology 

patients with febrile neutropenia are not suited to short stay medical care. It is noted 

that this issue has resolved for the ED now that inpatient medical teams are 

managing the majority of medical admissions at PHC. 

Psychiatric risk assessment documentation: 

There were at least 6 cases where the nursing notes referred to Psychiatric Liaison 

Nurse (PLN) risk assessment being done but this documentation was not filed in the 

medical records. This document can be very useful to ‘front line’ clinical staff when 

patients re-present particularly as it includes discharge planning. 

Risk assessment for Venous Thromboembolic illness:  

Even though d-dimer testing was undertaken on a number of cases reviewed the 

clinical staff did not identify the use of the clinical risk assessment tools utilised for 

making this a useful test (Wells score and PIRC). It is standard practice to refer to 

these tools when using d-dimer testing. 

Paediatric admissions:  

There were six paediatric admissions from this sample – one five (5) year old boy, a 

15 year old female and a 15 year old male were admitted to CDU. All were managed 

to a high clinical standard with a parent at the bedside in the ED then transferred to 

Princess Margaret Hospital. 

There were an additional three CDU admissions, one 15 year old female and one 15 

year old male who were cared for and discharged from the CDU and one 16 year old 

female who was billed as a CDU admission and then transferred to the Paediatric 

Ward the next day. These CDU admissions contravene the PHC’s admission criteria 

of no children. 

In addition, the reasonable standard is that paediatric patients should be admitted to 

facilities specific to their needs. It is noted that PHC now has cover by acute 

paediatric services and the paediatric ward is open for admission on a 24 hour basis 

so it is likely that this issue has been resolved.  

Patient Election Forms: 

In the PHC sample reviewed there were 10 Patient election forms not signed as part 

of the admitting process when the person elects to be treated as a public or private 

patient. There was an additional notation in the medical record that one person was 
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unable to sign, which is appropriate, however there were 4 signed on behalf of their 

partner/spouse without stating their relationship. 

The temporary CDU nursing assessment Form in some of the medical records 

provided good evidence that nursing clinical risk assessments including falls risk 

assessment and the Braden Scale assessment for predicting pressure sore risks, 

were being completed for some of the longer CDU admissions.56 

Findings in relation to patients who appeared to have been admitted to 
the CDU who did not need admitting 

This findings below only relate to the 117 sample of admissions where the patients 

and individual doctors were identified in the audit. 

In these 117 CDU admissions the medical records identified: 

 when the patients arrived 

 when they were seen in ED by nursing and medical staff 

 when they left ED to a CDU bed.  

 if there was a documentary record of the doctor who received a $200 payment 
seeing the patient. 

The time when the decision to admit the patient to CDU was made is obtained from 

information recorded on the PHC admission slip which is a clerical process.  

In the normal course of events patients undergo clinical assessment in the ED prior 

to considering diagnosis and management plan. It is also usual for senior medical 

staff to make a record of their decisions or for staff they are supervising to record that 

they have seen the patient. It is important to state that a management plan, which 

may include the decision to admit a patient to CDU, follows clinical assessment.  

The review of these 117 admissions identified 12 admissions where this process did 

not appear to have been followed and the patient was admitted by the clerical 

admission process prior to being assessed by a doctor. In all other admissions the 

process appeared to be appropriate. 

There is evidence from the medical records that some patients were admitted to CDU 

but spent their whole episode in ED. This was clear from the nurses and medical staff 

documentations. This may be reasonable, explained by access block or defined use 

of beds within ED for observation, however there were five (5) admissions to the 

CDU when patients were discharged less than 4 hours later that seems to indicate 

they did not need admission. 

There was one instance recorded in the medical records that a nurse had been 

directed to add CDU information to the medical records after the patient had been 
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discharged. This admission was added, dated and signed three weeks after the 

patient presented to the ED with a notation that there had been a direction to 

complete the medical record as a CDU admission. 

The billing doctor who received a $200 payment for managing the patient did not 

appear to have seen the patient in CDU in more than 15 instances. This may be a 

documentation issue, however, in most billing systems the doctor who provides the 

service needs documentary evidence they saw the patient. 

This is a limited series resulting from external medical record review only and limited 

understanding of PHC clinical and clerical processes. It is quite possible that what 

appears to an external reviewer to be an unusual process can be explained quite 

reasonably by PHC and/or the individuals who saw the patient. 

Inquiry audit of admissions summary 

The CDU at PHC operated to a good clinical standard during the period May 2010 to 

June 2011.  While there are some areas for improvement identified, no cases were 

identified were harm arose from medical care. 

The medical records review identified some unusual admission processes in 2010 – 

2011, however it is acknowledged that there is a current Improvement Project at PHC 

to review processes to ensure compliance with the 2012 Admission, Readmission, 

Discharge and Transfer Policy for WA Health Services.57 

Conclusion 

The establishment of the CDU was an appropriate mechanism to reduce the transfer 

of patients to other hospitals and align with the 4 Hour Rule requirements. However, 

the Inquiry is of the opinion that the process by which the CDU was developed was 

rushed and inadequate and did not take into account impacts on staff workload and 

ward disruption. 

With regard to the $200 payment to doctors for admissions, the Inquiry has found no 

evidence to suggest that the intention of introducing this scheme was for doctors to 

incorrectly admit. However, staffing arrangements meant that doctors may have been 

placed in a moral conflict and be perceived to be vulnerable to fraud. 

Furthermore, the Inquiry is of the opinion that the $200 payment was inappropriate 

due to the failure to ensure that clear criteria were applied and that if a reward was to 

be made for extra work it should have been made in the form of a standard salary 

increase rather than what appeared to be as an incentive payment directly related to 

admissions. 
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8. Staff and Management  

The Peel Health Campus (PHC) is operated by Health Solutions (WA) Pty Ltd 

(HSWA) and operates with the following structure (simplified for the purposes of the 

Inquiry’s terms of reference). 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

The Inquiry heard extensive evidence from former and current employees about how 

all staff within the hospital work to provide professional and appropriate clinical care 

to patients.  

The Inquiry also heard evidence and received information suggesting that the 

relationships at and between the levels of the organisation were at times, strained, 

particularly over the period from 2009 to the first half of 2012. This included a 

perception of a disconnect between the Board and Executive staff; a level of non-

collegiality between the Executive members themselves and strained relationships 

between employees and the Executive. Consideration of this information has led the 

Inquiry to believe that the high level of staff turnover at a time of growth of the 

business led to some organisational difficulties. 

HSWA                                        

Board of Directors 

Chief Executive Officer             

(CEO) 

Executive Management              

Chief Finance Officer (CFO), Chief 

Operating Officer (COO), Director of 

Nursing and Midwifery and Director 

of Medical Services 

Staff of the Campus                      

Managers, doctors, nurses, finance, 

clerical staff and front line service 

providers 
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The Inquiry has heard evidence that a number of changes have occurred in the last 

12 months in respect of many of these areas which are having a positive effect on 

the experiences of staff and stabilising the PHC as an organisation. 

The following chapter explores the evidence received in relation to the Board, the 

Executive and the employees. The Inquiry investigated this evidence with the 

objective of determining whether matters relating to staffing and management had 

any effect on the clinical outcomes of patients at PHC.  

The Board  

The HSWA Board has not changed significantly through the life of the Contract and 

has tended to include a relatively small membership. The Board currently comprises 

of Mr Mark Stowell and Mr Jon Fogarty.1 

From evidence received and documents reviewed, the Board has been very hands-

on in managing matters related to the hospital, in particular, personnel, finance and 

management matters that would more commonly be managed at the Executive level. 

In 2012 PHC commissioned a consultant to review its human resource and employee 

relations. The report provided in April 2012, under the heading Stabilisation of the 

senior management structure included the following recommendations: 

It may be timely for the Board to consider the way in which the Board and the 

CEO interact to ensure that a recognised Board/CEO structure is firmly in 

place and the appointed CEO has full delegated authority and responsibility 

for the conduct and operation of the organisation. 

It may also be necessary to review the direct intervention that Board members 

have with management and staff at various times which is not always through 

the CEO and in turn can create confusion with all parties not being involved in 

important aspects and information relating to the effective operation of the 

business.2 

This is supported by evidence the Inquiry heard directly, including from former 

employees about the reporting relationships: 

 There’d been two long-term executives there, and their view was they 

answered directly to the chairman…So even though the organisational 

reporting line they answered through to me, a lot of times their 
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 Board membership as at 25 February 2013 (as per Australian Securities and Investment 

Commission).  
2
 Baines, E., 2012, Review of human resource and employee relations aspects at the Peel Health 
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communications would have been direct to the chairman, and the chairman 

had a tendency to manage through the lines as well.3 

Well, there would be often significant conversations between the director of 

medical services with the chairman.4 

In early 2012 this did become part of the formal structure of the Executive (temporary 

absence of a CEO) with the Chief Operating Officer (COO) and the Director of 

Medical Services both reporting to the Board. In relation to this, the Inquiry heard: 

That was not a successful organisational chart. What it tended to do was set 

the clinical side and non-clinical side off, you against each other to a certain 

extent. That didn't last long and I think it's very important for a hospital to have 

a nominated leader who is the ultimate arbitrator of things.5 

In relation to the involvement of the Board in management matters, the following 

evidence was received related to the assistance the Board felt necessary to provide 

the Executive: 

No professional saw it as a stepping stone to running St John or RPH... So for 

us to attract a person with all of the skills of a CEO hospital, all of the skills: 

financial, administrative, management, HR skills was possibly, you know, 

fanciful. So what we ended up getting is someone with three of those skills 

and provide assistance with maybe one or other two skills. Assist them with 

the financials if they didn’t understand, assist them with the management plan 

[and] assist them with identifying priorities. I mean a manager’s job, in my 

view, is to identify priorities and no body [did].6 

The Inquiry had access to a range of correspondence, particularly emails between 

the Board and members of the Executive which illustrated a demanding relationship. 

A witness recounted that “I think that there’s obviously the communication style of the 

board and the chairman of the board that upsets the chief executives”.7 

Accessing and sharing information  

In relation to access to all necessary information to fulfil their roles as Executive staff, 

the Inquiry heard that often people were not provided with financial information as it 

related to their department or area of oversight. On occasion this included access for 

CEOs. 

                                                      
 
3
 Witness, Transcript of evidence under oath, 22 February 2013 (2), p. 5. 
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 Witness, Transcript of evidence under oath, 1 March 2013 (2), p. 5. 
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 Witness, Transcript of evidence under oath, 12 February 2013 (1) p. 36. 
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 Witness, Transcript of evidence under oath, 20 February 2013 (2), p. 20. 
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Evidence to the Inquiry suggested that access particularly to financial information 

was at the discretion of the Board and related to a deliberate delineation of the 

financial from the clinical side of the hospital.  A number of Executives, including 

CEOs and COOs did not have access to any financials and that it was a 

“philosophical reason ... that clinical decisions shouldn’t be influenced by financial 

[decisions]”.8 

Whilst the Inquirer understands that there would be a need to ensure financial 

considerations do not impact on clinical decisions, it is also necessary to ensure the 

Executive team are able to manage the hospital and their units appropriately. This is 

particularly important when there is a clear link contractually under the annual 

Maximum Payment Amount (MPA) with services performed. In regards to this, the 

Inquiry heard evidence that supported a lack of sharing of information and that the 

Board dictated who had access. A witness recounted that even though they were 

responsible for the financials, the senior Executive in the finance role “was very 

reticent to free up any financial information, and he had to get permission from the 

Chair to release any information”.9 

The Executive 

 
Recruitment in times of change 

The Executive team of a hospital play a significant role in providing the leadership 

and management to sustain the operations and workforce in a challenging 

environment. 

The PHC commenced as a relatively small hospital when it was built on the site of 

the old Mandurah hospital. In 1999/2000, PHC recorded 21,297 emergency 

attendances10 and the submission describes it as a “small community hospital”.11 For 

the period of time until 2009 it operated in much the same way and the Executive 

were relatively stable.  They had a Chief Executive for the six years to 2008 and a 

long serving Director of Nursing and Finance officer.  

Since 2009 PHC has had a significant turnover in the positions of COO and CEO. 

For both positions, there was a turnover of 3 individuals in each position in that 

period. This coincided with what PHC identified as the graduation of PHC from a 

small community hospital to being “more in line with an acute outer metropolitan 

hospital with significant changes to core business, particularly the acuity and volume 

of  the Emergency Department”.12 In 2009/10 PHC recorded 37,923 presentations.13 
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 Witness, Transcript of evidence under oath, 20 February 2013 (2), p. 56. 

9
 Witness, Transcript of evidence under oath, 22 February 2013 (2), p. 7. 
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 Peel Health Campus, 2000 Annual report 1999/2000. 
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 Peel Health Campus 2013 Submission to the Inquiry, 7 March 2013, p. 2. 
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 Ibid. 
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As referred to above, the Inquiry has heard evidence in relation to the Board where a 

person selected for an Executive position may not have all the requisite skills for the 

position but that they are employed regardless.  

Evidence given confirms that “Executives do change quite - - quite often frankly and 

down there it’s sometimes hard to recruit people to those positions”14 and that the 

location in Peel is a contributing factor with an employee saying that “in the past 

getting the right CEOs and COOs at Peel has been difficult and so that's presented 

its own challenges”.15 

In relation to recruitment of individuals who may not be suited to the position in all 

skill sets and given the changing role of the hospital in around 2009, the Inquirer was 

advised that some employees “basically recognised that the water was over their 

head and they weren’t... as much as they stuck it out, they needed to move on”.16 

The changeover of staff at the Executive level can also be contributed to evidence 

the Inquiry heard of the demands being placed on them, the manner in which they 

were addressed and the divisive relationship with the Board as mentioned earlier. 

The Inquiry heard evidence of the disruptive nature of this changeover: 

We had a turnover of different executives through the hospital so we would get 

used to one executive and their ways of doing things and then for whatever 

reasons they would leave and then we would have another person coming into 

that role and then they would have a different title and so there were periods 

where things were unstable because we were getting used to a new 

leader…the fact that they had a big turnover of executive staff made people 

the staff unsettled.17 

The Inquiry is aware that in 2012 there was a degree of change within PHC in 

regards to stabilising the Executive group and developing a leadership group among 

them. 

The current CEO of the PHC identifies the continued importance of getting the 

structure right and a witness provided the following observation about the change at 

the Executive level: 

[PHC has] had various leaders over the years who have not wanted to give 

power to the middle management sort of team to encourage them to blossom 
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and grow and learn and it’s a much more positive environment for growing and 

emerging leaders at Peel now.18 

Interaction between Staff and Executive  

The Inquiry heard evidence that some staff had difficult relationships with members 

of the particular members of the Executive at different periods. This included a 

management approach that was separatist. 

The [staff] describe the previous executive as being quite autocratic and quite 

inconsistent in their behaviours.19 

In previous times the executive door was not an open door and there wasn’t 

that relationship. So it was, to me, evident that perhaps there had been a 

culture of the executive was separate to the floor.20 

The Inquiry heard evidence that Executive staff had a dismissive and abrupt 

approach to their style of management and that at times, staff found management 

intimidating21 In addition,. The Inquiry also heard that staff felt that the responses to 

requests for additional resources were protracted, that they were frustrated at times 

and that the frustration may be contributed to staff departures.  

The Inquiry also heard that the staff themselves were a tight group of individuals who 

supported each other but that the relationships with the Executive members did not 

allow for a positive work environment or culture. 22 

Staffing 

Numbers  

The Inquiry received evidence relating to the number of staff not being able to 

support the increase in patient numbers. 

In 2010 with preparing for the implementation of the 4 Hour Rule, the Hospital could 

not get past the message in relation to staffing: 

The nurses saying “We need more staff, we need more staff,” and the doctors 

were agreeing that the nurses needed more staff, and then the clerks were 

saying they needed more staff. So it was really a huge staffing issue at the 

start. From the medical and nursing point of view, that got addressed relatively 

quickly... Not the clerical side, which of course upset them even more.23 
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 Witness, Transcript of evidence under oath, 12 February 2013 (2), p. 21 
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 Witness, Transcript of evidence under oath, 18 February 2013 (1), p. 13. 
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 Ibid. 
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 Witness, Transcript of evidence under oath, 12 February 2013 (3), p. 13. 
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At a similar time the Clinical Decisions Unit (CDU) 24 was also being established and 

a member of staff recalls that they: 

Fairly rapidly came to the view that the department was seriously under-

nursed and perhaps minor to moderately under-doctored. But the key deficit 

was in nursing numbers. There was also a very high attrition rate of nurses 

within the emergency department...I think they were treated pretty poorly.25 

The Inquiry acknowledges the reports of the Australian Council on Healthcare 

Standards (ACHS) and the Licensing and Accreditation Regulatory Unit (LARU) that 

PHC had the required level of staff and provided their clinical services well.26 The 

Inquiry believes that through a period of changes in programs and progressing 

implementation, there would have been a level of pressure which affected the staff.  

At particularly critical periods of expected growth for the hospital, being the 

implementation of the 4 Hour Rule and the CDU where it was anticipated and 

planned to increase admissions, PHC, from oral evidence of staff, appears to have 

been running lean on critical staff. 

It is important to set out that the Inquiry has not heard or received any evidence to 

suggest that there has been an impact on the clinical outcomes for patients as a 

result of staffing issues. The ACHS reports that PHC scored well on the WA Patient 

Evaluation of Health Service 2010 - 11 results on patient information and 

communication; meeting personal as well as clinical needs and time and attention 

paid to patient care”.27 

The Inquiry was pleased to receive the following endorsement of the change that has 

occurred on site: 

With the CDU, there were three or four doctors on during the day. Now, there’s 

up to eight, ten doctors, with obviously an increase in workload but 

proportionally the staffing number has significantly increased. At that stage 

doctors were seeing 35 patients a shift and are now seeing 10 to 12 a shift.28  

Remuneration  

The Inquiry has heard evidence relating to remuneration of staff at PHC. Whilst 

matters like the remuneration of doctors were identified as a concern in relation to the 

creation of the CDU, it does not appear that PHC was as proactive in relation to other 
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 For further information on the Clinical Decisions Unit please see Chapter 7: 2010/11 in detail: the 
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occupation groups and there was discontent among clinical and administration staff 

that they were underpaid. 

In relation to remuneration of other staff within the PHC, the 2012 report on HR 

matters at PHC29 identified wage differentials of the Public Health system with the 

PHC employees in the following categories: 

 Registered nurses and midwives 

 Administrative, clerical, technical and allied health.  

The report identified both wage and condition differentials in all of the occupational 

groups examined. 

Evidence to the Inquiry was that the Board acknowledged the disparities and once 

the report was received, the Board agreed to make some immediate injections of 

changing some of the wage structures.30 It is understood that the resulting 

negotiations with the Health Services Union which included the rectification of 

disparity have been accepted.31 

Conclusion 

The Inquiry found that organisational arrangements at times affected relationships 

between staff and that there was discontent in relation to terms and conditions for 

employees. It is believed the issues combined, had an effect on the culture within the 

organisation and the Inquiry notes that in July 2011 the matter was even raised by 

doctors of the Emergency Department as an extraordinary meeting of the Medical 

Advisory Committee.32 

The Inquiry is satisfied that the professionalism and hard work of all the employees 

did not allow this to affect patient care or clinical outcomes and the staff should be 

commended for this. 

The Inquirer believes that PHC is moving to establish more cohesive structures and 

ensuring the value of staff is recognised. The move to more equitable and 

appropriate remuneration of staff in the nursing/midwifery, clerical and technical 

areas is appropriate and the development of a more robust human resources system 

signals a commitment that should be built upon. 
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31

 Ibid. 
32

 Peel Health Campus 2011, Minutes of the Medical Advisory Committee, 20 July. 



Peel Health Campus: Contract Management and Clinical Outcomes 

 
 

 
 
 
   91 
 
 

It is acknowledged that matters of staffing are the responsibility of the provider of the 

service and not within the Inquiry Terms of Reference unless the Inquiry believed 

they impacted on clinical care. In particular, matters were raised relating to 

recruitment of locum agency staff and the management of potential conflicts of 

interest within the business arrangements. The Inquiry did not receive information 

about these that related to clinical care and determined that they were not within the 

parameters of this Inquiry. The more significant matters that had the potential to 

impact clinical care, including staffing of the hospital were looked at within the Terms 

of Reference. 
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9. Systems and processes 

Systems for patient management, business management and a robust financial 

system are essential instruments in managing a hospital. There must be controls in 

place to ensure that the systems are supported by policies and procedures and are 

used to guide staff. 

The Inquiry understands that in recent years the equipment and systems at Peel 

Health Campus (PHC) may have met their maturity given the growth of the business 

and patient numbers. The Inquiry heard that the servers were slow and that the 

systems are not interlinked. A witness explained that: 

They [PHC] know that most of our work currently is paper based. We don’t 

have electronic discharge summaries, which we need and we open up 

pathology and X-ray separately… It’d be nice to have those linked to the 

patient.1 

Currently there are staff who are required to add manual steps to processes that 

could be managed by a more robust system. Although there is an associated cost 

factor to improvements with IT infrastructure and software, the staffing costs and the 

risk of missed reporting with any of the financial, clinical or human resource elements 

could be significant to the business of Health Solutions (WA) Pty Ltd (HSWA). 

The Information Technology Systems at Peel Health Campus 
(PHC) 

There have been three recent reviews undertaken related to Information Technology 

at PHC:  

1. PHC IT Infrastructure Report: Raber Pty Ltd 

2. Applications Assessment Peel Health Campus: Health Fusions Pty Ltd  

3. IT Management: Ernst and Young Australia with PHC response. 

1. PHC IT Infrastructure Report: Raber Pty Ltd 2 

This 2011 review initiated by PHC related to the infrastructure, servers, capacity and 

operating systems within PHC. 

Observations in the report included that PHC were operating with some reasonably 

old systems or without sufficient risk management if a server stopped working. 
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They had a central switch with no spare parts. There was no diagram of how 
the network was held together. It was all in people’s heads.3 

There were six findings in the report and recommendations for a three year plan to 

mitigate the IT Risk. 

It is understood that the recommendations were budget sensitive and PHC is 

understood to have followed the initiatives of the three year plan. The consultant who 

conducted this review was also engaged by Health Fusions consultancy for the 

subsequent review referred to below.4 

2. Applications Assessment Peel Health Campus:                             
Health Fusions Pty Ltd 5 

Health Fusions were engaged to undertake a review of the existing systems and 

review of the business requirements for the PHC in 2012. 

The Health Fusions report was compiled following interviews with staff from various 

levels and departments. The report found issues with the transmission of business 

and patient data and that the IT systems at PHC provided little assistance as they 

were primarily used to store historical data. The Report notes: 

The Nursing Managers rely on their years of experience at PHC and other 

facilities to make up for the lack of formal forecasting for bed and theatre 

management and to allow them to intrinsically know how to cope with last 

minute changes. 

This “hero-based” approach to success is typically required in workplaces with 

a low degree of automation and limited use of electronic information systems. 

It certainly works, but it has a tendency to wear staff out and presents a high 

degree of risk to all involved.6 

For example, the financial systems for the hospital requires information printed off 

from the e-PAS system to ensure that correct billing occurs. Currently there are 

issues with the manual export and data cleansing from e-PAS that could result in 

incorrect billing of patient ED presentations. 

The report was completed in September 2012 and suggested implementing strategic 

IT plans, including patient discharge summaries, after care at PHC and a Human 

Resource model for payroll. 
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In relation to this review, the Inquiry heard evidence that the consultant was asked to 

remove material in the report. The Inquiry understands that there was content in the 

report that related to examples of patient journey in the summary that did not relate to 

the consultant’s scope of work. The Inquiry heard that this was raised with the 

consultant by a Board member and it was agreed that it would be removed as it was 

not within the scope of the report.7  

3. IT Management Letter 30 June 2012: Ernst and Young Australia8 
 

As part of the financial audit for the year ending 30 June 2012, the Ernst and Young 

Report examined Health Solutions IT general controls for the following applications: 

 e-PAS – Enterprise Patient Administration System 

 Harmony – Medical Practice Management Software 

 MicroPay – Payroll Application. 

Ernst and Young provided risk rated recommendations for improvement and a plan 

forward. 

Management response to the Ernst and Young audit confirmed that PHC had 

commenced some of the recommendations following the report in the 2012 – 2013 

financial year: 

 PHC have employed an ICT strategist and had a third party conduct a systems 

review.  Processes of using systems and workflows are being reviewed. 

 Policies and procedures relating to IT Security and access were planned to be 

reviewed early January 2013 and ratified by the ICT Committee.  The 

approved policy will then be circulated and signed by all staff.  It is planned 

that this work will be completed by end June 2013.  New staff will be required 

to sign this policy prior to commencement. 

 A new HR Management Information System was implemented in 2013. 

 PHC IT department consists of two FTE’s and rely on the third party vendor 

who need 24/7 access to both e-PAS and Harmony in order to provide 

effective support and minimise disruption in the tracking of patient. Access by 

the third party to the system increases the risk to the organisation however 

controls to track access are being considered.9 
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When considering the three IT systems reviews, a decision to whether investment in 
an upgraded system needs to be made. 
 
The Inquiry heard evidence that: 

We were at that point where there was some investment required but that was 

going to be part of our negotiations with the - - with the government over a 

possible extension because, as you know, IT systems are - - are very, very 

expensive but the return on that investment would have been better if there’d 

been an extension. We also were keen to work in with South Metro much 

more than had been done in the past. At least in terms of some of the systems 

so that there could be sharing of information much more easily across the 

region.10 

The Inquiry recommends that consideration be given to progressing the advice from 

the IT reviews to strengthen the systems and reduce the risks of manual 

‘workarounds’.  The amount to be invested should take into consideration the 

remaining years of the Contract and who is to fund the IT investment.  

Emergency Department (ED) and Admission Procedures 

The Inquiry requested information from PHC relating to their policies, processes, 

tools and forms for the patient journey at PHC. 

The Inquiry was provided with current policies and procedures as well as superseded 

documentation for the time of the Clinical Decisions Unit (CDU) review.11 Generally 

the collection was complete and able to be reviewed, however consideration should 

be given to review the policies and procedures and review the version control on the 

forms.  

Some of the Policy and Form review dates were not current and did not reflect the 

changes to WA Health Operational Directives.  This includes the current policy for 

admission, readmission, discharge and transfer12 and consent to medical treatment.13  

The Inquiry is aware PHC has work in progress reviewing processes and 

documentation including the admission and discharge process and this should be 

progressed as a priority.  

 

                                                      
 
10

 Witness, Transcript of evidence under oath, 14 February 2013 (1), p. 15. 
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Emergency Department Presentation 

When a person presents to the ED at PHC, they are assessed by a triage nurse 

using the Australasian Triage Scale (ATS) Categories (described Chapter 5 – Patient 

care: Clinical Safety and Quality) and advised of an expected wait time to be seen by 

a doctor. 

There is a current PHC Admissions and Discharges Policy dated November 2012, 

revised from the July 2008 Policy documenting the procedures for staff to follow. 

There is a documentation process for clerical staff to ensure a person’s demographic 

details remain unchanged so that a previous medical record can be retrieved from 

the compactus, or a new medical record created. There is a question asked 

regarding health insurance status. This is recorded when the person arrives so that if 

a medical decision is made to admit the person, then the clerical staff are aware 

there is an option for the person to elect to be a public or private admission. 

The Inquiry was informed that there was an alternative system to the PHC ED clerical 

process for some people who presented to the ED but not were admitted to PHC.14 

This meant that is some instances, a person could present at the ED, receive a triage 

score, their presentation would be managed by the clinical staff and yet the clerical 

staff would only create a medical record if they were admitted to the hospital. 

It would be possible to present at the ED several times, and never be admitted and 

then when an admission was required, the clerical staff would retrieve the different 

episodes from the different presentation dates, and create a medical record. 

This was confirmed by PHC who are currently preparing a business case for an 

amalgamation of the documentation of presentations.15 None of the records had 

been destroyed, and a tracking of presentations via the e-PAS system was available 

for continuation of care, however it was a cumbersome process for clerical staff. The 

PHC have demonstrated a willingness to streamline some of the processes further 

that were developed during the time of the 4 Hour Rule Project. 

Patient Election Form  

There were several instances when a patient election form was signed without the 

patient being admitted to PHC. The 2008 PHC Policy was not as clear as the current 

version as it stated that the form could be signed either before, at the time of or after 

admission. There appeared to be some confusion when the patient election form 

needed to be signed, and could imply that additional work was undertaken if the 

person was not actually admitted. 
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For the period 2010 to 2011, Operative Directive 0205/09 (OD) was in place which 

was meant to ensure ‘Information to Patients’ and ‘Election Form for Hospitalisation’ 

were consistent with the Australian Health Care Agreement and met Private Health 

Fund requirements. In relation to PHC and admission of public patients the OD states 

that:  

All patients must be provided with a copy of the document entitled “Information 

for Patients” and be provided with and informed that it is a requirement for 

them to complete an Election Form for Hospitalisation. In completing this 

document it must be signed by the patient. This document must be witnessed 

and signed by the Admitting officer.16 

The Inquiry was unable to determine if OD 0205/09 was consistently adhered to 

during the period of 2010 to 2011.  

The current WA Patient Fees Charges Manual 201217 states that “under Clause G18 

of the National Health Reform Agreement, an eligible patient presenting at a public 

hospital ED will be treated as a public patient, before any clinical decision to admit. 

On admission, the patient will be given the choice to elect to be a public or private 

patient in accordance with the National Standards for Public Hospital Admitted 

Patient Election processes”. This now appears to be consistently applied at PHC. 

Admission to Separation 

Once the clinical decision to admit the patient has occurred, the e-PAS system is 

updated and the Patient Admission Sheet e-PAS generated form completed.18 This 

becomes PHC record of data required for the billing process. It was noted in the PHC 

Admission pack that there were additional layers of process complexity that staff 

followed with respect to ‘pink and green slips’ of paper used for handover and the 

billing process. 

From the CDU review of medical record admissions19, in the sample of 50 requested 

medical records, there were 13 records where the billing doctor for the admission 

could not be identified electronically. 

There appears to be a number of manual ‘work arounds’ such as the pink slip and 

the lack of integration between admissions and billing process.  As a result of the 

removal of the pink slip from the medical record there was a potential loss of an audit 

trail. 
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Episode of Care 
 

Once the patient is admitted, observation, care and treatment is provided as the 
initial part of an episode of care. 

An episode of care commences with a formal admission to hospital and ends 

with a formal separation from hospital.20 

The treating doctor completes the discharge plan and a discharge summary for the 
General Practitioner; this completes the episode of care. Most patients are 
discharged home, however in situations when continuing care is required the patient 
may be referred to Hospital in the Home (HITH) e.g. wound dressings. For the HITH 
model of care there is no additional cost to public patients. 
 
Similar to other hospitals, PHC are required to compile data regarding the episode of 
care to receive payment for clinical services. This forms the basis of the Contract 
between HSWA to provide the service and SMHS to pay HSWA for episodes of care. 
The method of payment is discussed further in Chapter 3 – Contract Obligations and 
Contract Management. 

When there is a booked surgical admission or a procedure, the patient should not be 

processed through ED prior to being admitted. For surgical admissions and 

procedures, the episode of care is coded and billed in a similar process to the ED 

presentations. 

Clinical Coding of Medical Records of Patient Care 

Clinical coding is the translation of written clinical documentation about patient care 

into code format. For example, acute appendicitis is represented by the code 'K35.8'. 

A standardised classification system is applied in all Australian acute health facilities 

based on the World Health Organisation ICD-10 system and customised with 

Australian classifications.21 

Diagnosis related group (DRG)  

DRG is a widely used casemix classification system used to classify admissions into 

groups with similar clinical conditions (related diagnoses) and similar resource usage. 

This allows the activity and performance of hospitals to be compared on a common 

basis.22 In all Western Australian acute hospitals, Australian Refined DRGs are used 

including at PHC as part of the Contract.  
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21

 Department of Health 2013, Clinical Coding in Western Australia 
http://www.clinicalcoding.health.wa.gov.au [Accessed 22 March 2013]. 
22

 Australian Institute of Health and Welfare 2013, Hospitals Glossary www.aihw.gov.au/hospitals-
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The Inquiry acknowledge that there continues to be difficulties with coding across 

Western Australia in relation to having sufficient numbers of skilled coders and with 

the accuracy of coding data in general. 

Since 2001, an external auditor contracted by the Department of Health (DoH) has 

regularly audited the accuracy of the DRG coding at PHC.  For the period 2009/10, 

which was the most recent audit, the DRG coding error rate for PHC was 7.5%.23  

Comparative data on coding compliance and accuracy for 6 non-teaching hospitals 

for the period 2009 to 2012 were compared to PHC.  The average coding error rate 

for the non-teaching hospitals was 9.6%.  The Inquiry considers this 7.5% coding 

error rate by PHC to be within an acceptable threshold. 

National Elective Surgery Target (NEST) “Surgical Waitlist”24 

In 2011, WA signed the National Partnership Agreement on Improving Public 

Hospital Services. The agreement includes the National Elective Surgery Target 

(NEST). This program progressively increases and measures the numbers of elective 

surgeries and reduces long waits for patients. The targets are to fully come into effect 

by December 2015. 

The National Elective Surgery Target (NEST) commenced on 1 January 2012 and 

focuses on two areas: 

  Part 1: Treating patients within the clinically recommended time  

o Category 1 – seen within 30 days  

o Category 2 – seen within 90 days  

o Category 3 – seen within 365 days  

  Part 2: Reducing the average waiting time for overdue patients, particularly 

those patients who have waited the longest beyond clinically recommended 

time.25 

The DoH 2009 elective surgery access policy states that: 

Each hospital will develop procedures and processes to ensure effective 

clinical and administrative processes are in place to actively manage the 

waiting list and to ensure compliance with the policy. The prime responsibility 

to appropriately allocate a patient to a waiting list in accordance with the policy 

lies with the treating specialist. The processes established will be appropriately 
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documented and provide mechanisms for routine compliance audits to ensure 

it can be demonstrated that the policy is being applied appropriately.26 

Further explanation and guidance on this policy was issued in May 2012 directing 

that all patients will be treated in order of their registration onto the waiting list (first 

on, first off) unless clinically indicated and/or in exceptional circumstances.27 

The Inquiry heard that the Surgical Waitlist at PHC was not managed properly. 

However, the review of documents and reporting requirements determined that PHC 

was complying with the Policy and reporting requirements. 

The Inquiry received evidence that PHC met and exceeded the WA 2012 NEST 

target; this was confirmed by the Operational Director, Innovation and Health System 

Reform of DoH.28 Each week a waitlist extract is run by PHC to enable reporting to 

the Health System Improvement Unit of DoH. The current Report availableincludes 

PHC as part of the SMHS statistic but also separately where they have a 99% within 

boundary rate.29 

The PHC Elective Surgical Waitlist data are collated into the SMHS data for reporting 

purposes, however published as separate PHC data in the six monthly Reports 

produced by the DoH. 

PHC confirms that they currently negotiate with SMHS and other SMHS hospitals to 

ensure that patients on the surgical waitlist are offered their operations at a suitable 

location in the time frames defined in the current Operational Directive. The decision 

making processes are made between surgeons, Health Service / hospitals and the 

patients. 

PHC has confirmed that there is an internal policy which reflects the current waitlist 

policy and patients on the waitlist are managed in line with the policy update of 2012. 

In the PHC submission to the Inquiry it is stated that: 

For the 2012 (most recent) reporting period, PHC has been performing at the 

level which meets and exceeds the WA 2012 NEST target. 

We meet each week with the Area Surgical Steering Committee (ASSC) 

chaired previously by Dr Paul Mark and now by Dr Alison MacLean. We have 

flagged our inability to comply with OD 0375/12 and have been given 
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dispensation as we have no over-boundary patients on our waitlist. As a site 

we are commended on a regular basis by the committee for achieving 100% 

compliance with the National Elective Surgery Targets.  Furthermore, we are 

actively assisting other sites by treating over boundary patients who are 

suitable to be transferred to Peel Health Campus.30 

The SMHS' NEST performance is also monitored by the SMHS Governing Council as 
part of monthly monitoring of performance against all DoH Performance Management 
Measures, which includes the national elective surgery targets. 

NEST (Waitlist) Information Technology (IT) Management: 
 
The IT Applications Assessment report discussed earlier in the Chapter31, described 
how the Nurse Director, Perioperative Services has implemented a computer system 
named the PHC Surgical Budget Tracker to improve reporting with the NEST data. 
This custom application allows planning and tracking of weighted separations across 
the operating theatre. It takes information from internal PHC applications such as 
Enterprise Patient Administration System (e-PAS) as well as the DoH to assist in 
management of the Waitlist patients for PHC.  

Although the system is effective, it appears the disadvantage from a systems 

perspective is that it is contained and supported on the Nurse Director’s laptop. 

National Emergency Access Target (NEAT) 

As part of the National agreement which created NEST discussed earlier for waitlist 

management , it also includes the NEAT, which is intended to drive improvements in 

access to emergency care for patients. 

NEAT requires that by 2015, 90 per cent of all patients presenting to a public 

hospital ED will be admitted, transferred or discharged within four hours. 

Performance is calculated as an average of all participating hospitals as over 

the calendar year. This reform will build on the success of WA’s Four Hour 

Rule Program...The Four Hour Rule Program significantly changed the way 

hospitals operated, resulting in improved patient care for Western Australians. 

It involved examining and improving processes across the entire patient 

journey, from the ED and the wards through to hospital discharge.32 

The PHC actively participates in the National and State performance improvement 

strategies and are aware that they have a contractual responsibility to adhere to the 

Operational Directives and policy as defined by WA Health. 
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The HSWA submission to the Inquirer states: 
 

PHC met and exceeded the 2012 WA NEAT target of 76% of all patients 
departing within four hours of arrival. For the period of July 2011 to June 2012, 
82% of all patients presented to the ED of PHC departed within four hours of 
arrival. Those achievements represent the desired accessibility of services 
provided at PHC.33 
 

This is confirmed as part of the DoH published monitoring.34 There is also evidence 
that a Project was conducted at PHC as part of identifying and implementing the 
improvements with processes in the ED to streamline the patient journey. There are 
improved flowcharts for ‘patient flow’ and increased awareness of the goal of caring 
for patients in a timely manner. 

 

Adverse Clinical Events (Sentinel Events and SAC1 Reporting 
process) 

“Sentinel events are unexpected occurrences involving death or serious physical or 

psychological injury/harm or risk thereof.”35 Since 2005, hospitals in Western 

Australia have been required to report on these. The most significant category is 

Severity Assessment Code (SAC) 1 which includes all clinical incidents/near misses 

where serious harm or death is/could be specifically caused by health care rather 

than the patient’s underlying condition or illness.36 In WA, SAC 1 also includes the 

eight nationally endorsed sentinel event categories. 

Process of Reporting SAC1s and Sentinel Events 

Since the reporting period began in 2005-2006, PHC has reported two sentinel 

events to the DoH as required by the Health Service Agreement. 

Since September 2011, when the Operational Directive was extensively revised and 

Sentinel Event and Clinical Incident Management Policies were incorporated, other 

similar hospitals have increased the number of incidents reported to the DoH.37  

However, PHC had not reported any since 2009-2010 financial year.  

 

                                                      
 
33

 Peel Health Campus 2013, Submission to the Inquiry, 7 March, p. 4.  
34

 Department of Health 2013, Emergency Access Reform, 
http://www.health.wa.gov.au/emergencyaccessreform/home/monitoring.cfm. 
35

 Department of Health 2013, Sentinel Events, 
http://www.safetyandquality.health.wa.gov.au/clinical_incid_man/sentinel_events.cfm, accessed on  
27 March 2013. 
36

 Department of Health 2011 Operational Directive 0341/11 Clinical Incident Management,  
1 September 
37

 ibid. 
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In response to a request for further information from the DoH regarding the perceived 

underreporting by PHC, the following was provided: 

The PHC response to SMHS is suggestive of a previous lack of awareness of 

the reporting obligations in relation to serious clinical incidents following the 

September 2011 release of CIMS Policy. It was noted that the PSSU (Patient 

Safety Surveillance Unit) corresponded with all private hospitals in August 

2011 the pending introduction of the CIMS Policy38  

Information from SMHS included in the letter continues: 

PHC is still required to report Sentinel events and SAC1s and S&Q indicators 

to the PSSU/OSQH/PAQ in accordance with Operational Objectives and WA 

Health policies. PHC is also required to meet LARU’s licensing requirements. 

The letter continued to explain that the Patient Safety Surveillance Unit observed in 

December 2012 that PHC had not reported any SAC1 events since May 2010. 

Correspondence was sent on 12 December 2012 to the PHC clinical executive 

seeking reassurance that PHC were aware of the requirement to inform PSSU of 

clinical incidents meeting the SAC1 criteria. 

PHC confirmed that there had been no reports to the DoH of a SAC 1 clinical incident 

since May 2010. The response noted that an internal review of PHC’s internal 

management system had not identified any ‘sentinel event’ incident (a sub-set of 

SAC 1 clinical incidents) requiring notification to the PSSU, however PHC 

acknowledged that their understanding of what to report may have been impacted by 

a change of clinical incident systems utilised by PHC. 

The PHC responded to the request for further information regarding clinical incidents: 

Two incidents were reported to the DoH as sentinel events. PHC was informed 

by staff at OSQH that neither case was reportable as a sentinel event. Dates 

of incidents were November 2010 and June 2011. (description of incidents 

provided) 

Two (2) SAC 1 incidents have been reported in January 2013. RCA’s (Root 

Cause Analysis) have been scheduled for both. 

Two (2) SAC 1 incidents have been reported in February 2013. RCA’s have 

been scheduled for both.39 

The recent changes to clinical governance demonstrated during the Inquiry provide 

an improved reporting process between PHC and SMHS. The newly agreed PHC 

monthly quality and safety dash-board Reports to SMHS will now be aligned to the 

system-wide reporting expected from hospitals caring for public patients. Although 

                                                      
 
38

 Department of Health 2013, Letter to the Special Inquirer from the Director General, 11 February.  
39

 Peel Health Campus 2012, Email to the Inquiry, Re: SAC reporting, Thursday 28 February. 
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this was not part of the original Contract, it is more contemporaneous and allows for 

significant elements to be monitored and measured with trend data analysed. 

Conclusion 

The Improvement Project currently in progress at PHC which is reviewing processes 
and documentation including the admission and discharge process should be 
progressed as a priority to ensure compliance with relevant directives and the 
National Safety and Quality Standards. 
 
The current systems and processes at PHC do not support all its clinical or business 
needs. This is evident with the lack of integration across IT systems, patient 
admission processes, the billing process and the maintenance of the systems. The 
Operator should progress a redevelopment based on the advice from the IT reviews 
to strengthen the systems and reduce the risks of manual ‘workarounds’. 
 
The Inquiry is of the opinion that the Operator should ensure that a patient ‘hard 
copy’ medical record is created for future ED presentations as well as admissions, to 
ensure that all clinical documentation is readily available. This is particularly 
important when the person lives in the Peel region. 
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Appendix 1 

Summary of former audits relating to Group Three Equipment and Sinking Fund 
 
 

Year Auditor Sinking Fund Findings 

1 July 2001-30 

June 2003 

2020 Global Some items funded from the sinking fund may be 

used in the Private Ward 

1 July 2003 – 

30 June 2005 

2020 Global Some items funded from the sinking fund may be 

used in the Private Ward 

The asset register does not record all identifying 

features of many assets  (model and serial numbers) 

and this made it virtually impossible to verify the 

existence of most assets sampled. 

1 July 2005 – 

30 June 2006 

2020 Global Compliant 

2006/2007 2020 Global 

 

$44,000 under claim of asset purchases from the 

sinking fund for 2006/2007 year and this error has 

subsequently been adjusted.   

Delay in the withdrawal of funds from the sinking 

fund bank account. 

Maintenance of equipment appears to be adequate 

All assets sighted, with the exception of two 

emergency Department pumps that were recently 

transferred with patients to RPH and SCGH. 

2007/2008 2020 Global Approximately $14,000 over deposited into the 

sinking fund account.   

Continuing delay in deposits into the account. 

2008/2009 2020 Global Due to an amended invoice for additional patients 

the error amounted to $362 under payment into the 

sinking fund account. 
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2009/2010 2020 Global Very low value equipment (arguably having 

characteristics of being a consumable item) is 

reimbursed from the sinking fund. 

July 2012 

Draft Report. 

Further work 

being 

conducted as 

part of 2013 

scope. 

PwC 

Compliance audit 

of the Sinking 

Fund for the 

period 1 July 

2007 to 31 

January 2012 

Purchases and payments to the Sinking Fund are 

offset prior to transfer without formal consent. 

It is likely that the asset register is overstated. 

No separate ledger account, therefore unable to re-

perform bank reconciliations. 

Insufficient segregation of duties between preparers 

and authorisers. 

$54,264 was deducted from the account which do 

not appear to be Group Three. 

4 invoices appear to have been deducted twice. 

$86,061 was deducted from the Account for assets 

which were not able to be reconciled to the asset 

register. 

$14,356 of items deducted from the Account did not 

have a supporting tax invoice. 

$39,538 of items in the asset register did not have a 

supporting tax invoice. 

$35,341 of unreconciled adjustments to purchases 

were charged to the account. 

$9,163 of assets which had a location designated in 

the private hospital had been deducted from the 

sinking fund during the review period. 
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Appendix 2  

Peel Health Campus Equipment Summary  

Item Health Services 
Agreement (HSA) 

Operating Sub-
Lease (OSL) 

Supplemental Deed HSA 
(Deed) 

Group One 
Equipment 

Means an item of 
equipment which is 
plumbed, fixed or 
wired to the Facility 
and intended to be 
an integral part of 
the Facility 

Means an item of 
equipment which is 
plumbed, fixed or 
wired to the Facility 
by the State of the 
Lessor and intended 
to be an integral 
part of the Facility 
and any 
replacement of such 
item under the 
Services Agreement 
of this [Operating 
Sub-Lease] 

Means an item of 
equipment which is 
plumbed, fixed or wired to 
the Facility by the State or 
by [WABNA] as lessor 
under the Operating Sub-
Lease and intended to be 
an integral part of the 
Facility and any 
replacement of such item 
under this Agreement or the 
Operating Sub-Lease 

Group Three 
Equipment 

Means a moveable 
item of equipment 
(including without 
limitation, furniture 
and the Facility 
Equipment used at 
or in relation to the 
Old Hospital or the 
Facility, as the case 
may be. 

Same meaning as in 
the HSA. 

Means an item of 
equipment: 

 Either moveable or 
plumbed, fixed or 
wired to the Facility; 
and 

 Including without 
limitation, furniture 
and relation to the 
Old Hospital, or the 
Facility, as the case 
may be, but 
excluding items of 
Group One 
Equipment 

Facility 
Equipment 

Means the Group 
Three Equipment 
listed in Schedule 5 
as added from time 
to time in 
accordance with this 
Agreement including 
(but not limited to) 
Group Three 
Equipment acquired 
to provide a New 
Service. 
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Item Health Services 
Agreement (HSA) 

Operating Sub-
Lease (OSL) 

Supplemental Deed HSA 
(Deed) 

 
Lessee’s 
Fixture 

 Means each fixture 
installed in or on the 
Facility and owned 
or used by the 
Lessee (which, for 
the avoidance of 
doubt, excludes all 
Group One 
Equipment and 
Group Three 
Equipment) 

 

Lessor’s 
Fixtures 

 Includes: floor and 
window coverings; 
partitioning; light 
fittings and any 
other fixture or fitting 
installed by the 
Lessor on or behalf 
of the Lessee in the 
Facility and any 
replacement item 
mentioned in this 
definition. 

 

Plant and 
Equipment 

 Means plant and 
equipment for or in 
connection with any 
Service; elevators; 
fire equipment or 
heating, cooling, 
lighting, power or 
plumbing, electronic 
or like security,, 
Building Services 
and systems. 
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