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The Western Sydney Area Health Service and St Joseph's Hospital 
have had a strong and dos as o iation sin e th in eption of the Area 
Health Service in 1986. 

The strength of th relation hip deiiv s from a shared desir to me 
lhe health car n eds of the community of Western Sydney. The Area, 
consistent with its obligations, has translated this need into a service 
profile. It i from this seIVi e profile tha the Area has, in partnership 
with the Sis er of Chanty, er ated a delineated rol for th Hospital. 
This role, which has and will ontinue to evolve over time, i th 
cornerston of th relationship 

There are also intrtnsi. benefi s o both parties that deriv from th 
relation hip. Th Hospital is small an o it benefits subs, antially from 
being able to tap into the infrastru tur of the Area. Th Hospital as 
part of the Sisters of Charity Health Service is obli ated o meet the 
needs of the poor. The cw of th aged, th mentally and physically 
disabled and the dying is a tangible reflection of this obliga ·on. The 
Area is ther for ssured that the Hospital will do its utmost to provid 
the b st possible care for this group of patients. 

It· recogni ed that the relationship will require continuous nurturing 
to remain • ·ong. A clear under 'landlng of U1e righls and 
responsibilities of the respectiv parties i seen a an important part of 
this proces . As these have never been expliciUy and formally staled 
there exists an opportunity for gr ater clarlty. This Memorandum of 
Understandtng provides th.e vehicle for addressing thl de:fl ·ency. 

It is important to note that thi agreement i not on emed With 
performan b has a proc ss and tru ture fo us. Performan 
expe tations would derive from the Exe utive Dire tor's annual 
performance agreemen which would reflect the obligations arisin 
from the Area CEO's performance agreement. 

Structural Relationship and Authority 

The nature of th relationship between the Hospital and the Area 
formally derives from the Health Services Act 997 (the Act) and the 
authoii.ty conferred by it . The A t re ognises that an Af:filia ed Health 
Organisa ·on (AHO) such as St Jos ph's Hospital is a parat entity 
whi h ontiibute to th provi ion of publi health IYic . The Act 
provide that an AHO can have i own governance tru ur and is 
allowed to make its own by-laws provided they are not inconsistent 
with the provisions of the Act and Health Department Policy. 

l 
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In term of an Area Health Service, the Act allow the Mini ter to 
del ga lo it lh func ·on of de rmining the subsidy lo be received by 
an AHO for it recogrus d establishment and r ogn.is d rvi es and 
the conditions that should attach to the subsidy. Consistent with this 
provision the Area bas been providing th Hospi al with 1 budget 
allocation. 

Beyond this provisi.on the authority of the Area r st with its obligation 
to provl.de heaJth services to th residents of its geographic area. 

The following authority is therefore determined by the A t with respe t 
to e partie covered by tl1i morandum of Under tanding: -

The Hospital (a an incorpora ed ody has; -

• Th right to and follow tts philo ophy and its thical 
s dards 

• The right to ·tt of all prop rty and land ve ted , and the right to 
tru.st funds held 

• Th right to be the legal employer of its en ·r staff. with 
responsibility for the appointment of all staff. the prote tion of 
their rights regarding continuity and promotion and other 
employment matter .. 

• The right to engage VMO's and 0th.er contra tors. 
• Th righ and obligations of separate govemanc and the 

a tendan freedom of asso talion, strategi dire tion and the 
capacity to establish and/or adopt policy. R cognising that tllis 
freedom exists within the context of the Act and the 
considerations which flow from th relationship with the Area. 

The Area has: -

• Del gat d re pon ibility for delivering the Ho pitalTs budge 
• Th obligati.on to determine servi e requirements consistent 

with the needs of the people for which tt is responsible. 
• Su h other authority a d legated by th Mini -t r or the 

Dir tor General (eg. responsibility for · na ting Award 
entitlements and accounts and audit compliance.) 

Mission Imperatives 

The Hospital as a facility under the care of the Sisters of Chaiity is 
part of the healing ministry of the Catholic Church. Thi commits the 
Hospital to those in need consistent with the expression of the Mission 
of the Sisters of Chartty - Seruice of the Poor. Given this ommitment it 
is n ssary that defm d s rvice rol and Area expectations generally, 
do not ompromise the Hospital 's Mission imperatives. 

2 
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Service Role 

As indi ted in the preamble, the role of the Hospital should be su h 
tha it supports the Area· obligations for the health and well being of 
i popu1a ion. A tangible efle tion of this principl was the role 
change, which took place in 1991. The role change established a new 
servi • profil wbi h was 1i ll Lo b more appropriat Lo future Ar a 
needs. Subsequent. reviews and demographi analysis have r -affirmed 
the relevance of this service profile and the current iteration of it is 
outlined in Appendix 1. 

Notwit.hstandin th fa t t.ha the current role i en o b onsist n 
with need , there should always be the potential fo change at the 
behest of either l.he Hospital or th Area. Primary considerations in 
regard to chang should b : -

+ Consistency with th Mis ion and Ethics of SCHS. 
+ Consistency with Area priorities and clinical stream directions. 
+ Toa the required omp t n ies exist. 
+ Its responsiveness to ommunity need 
+ The impact on staff 
♦ Cognlsan of the signifi ant chang that th Hospital has already 

endur d . 
• Th likely economi enefi 
+ Consis en y with SCHS stra e i dir tions. 

Negotiations in relation to service changes should be r garded as the 
provin e of th Area and the Hospital, having r gard to the delegation 
proVi ed by th Ac. 

Relationships with Streams 

Th Ar ha taken tep to n ur that ervi e planning i develop d 
on an area wide basis and with the dire t involvement of clinicians 
though the creation of clinical streams. Given thi is a fundamental 
m chani m for meeting the health needs of the people of Weslem 
Sydney it is important that the Hospital work in partnership with the 
tream . To thi extent it would be exp ted at regular ialogue b 

held with the Dire tor of Clinical Operations, Directors of the Clinical 
Managemen Units and Stream Directors. 

Additionally, it would be expected tha the Hospital would liaise with 
r pe tiv treams in regard o proposed hang s to rvi e and in 
r gard to th appointment of clini ian . To further fa ili ate he 
pro e of engaging the Ho pl in the stream pro e . the Ho pital 
should be represented on planning and operational commi ees of he 
Area where the decisions arising from thos ommitte are likely to 
hav dir c and/or indir impa ton the Hospital' rvi es. 

43 
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The Hospital would also support th devlopment of rvi e agr rnent , not 
inconsi lent wilh U1is Memorandum, in circum:slance ' wher -tream director: 
considered that thi would facilitate greater clarity and add value to h 
r la on hip. 

Funding and Financial .Arrangements 

As indicated, the Area has delegated authority from the NSW H alth 
Department for es ablishing and distribu ·ng the ospital' budget. 
This is don in accord with government poli y applicabl at the tim . 
Consis n with this principl th r should be a thre -year budget 
y le. At th commen ment of the cycle the Ho pital will submit i 

budget e timat s for th thr -y ar p nod. Through discussion 
between the Executive of th Hospital and the Ar a a final allocatio 
will b d t rmin d . 

The three year allo ation is intended to provide a degree of ertainty for 
senri e planning purposes, however the n d for flexibili is 
und rstood. In th int r ts of flexibility. and r ognising the potential 
for changes in th budgetary environment, an annual review be een 
the Executive of the Hospital and the Area should tak place in which 
al erations can be made to the base allocation. Decreases to the 
budg bas should be limited to 0.5% of GOP xc pt wh r th change 
ls imposed dire tly from NSW Health. 

Factors to be taken into on ideratlon in r gard to funding should 
in Jud but no be limJ ed to: -

• Tbe overall level of funding available (a biiefing document 
outlining the Department of Health funding allo ation • o the 
Area will be mad avatlable). 

• Th general fman ial position of the Area 
• Exp cted levels of Hospital activity 
• The probable ne receipts and expenditure for th period 
• Casemix funding m thodologies (if applicable) 
• The creation of incentives to encourage tra.tegi s that help 

reduce osts and/or in rease revenues. 
• The probable requir m nts for capital and maint nan e. 

In regard to the last item the Hospital will develop an asset and 
building stock maintenance plan for the three-year cycl . rt would be 
expe ted that i ems conside d to b of p1imaiy impo1t 1 would b 
funded over and abov th re urrent allo a ion and draw from, 
amongst other ources. the Area's capital pool. to whi h the Hospital is 
a ontributor. 

The Area Will ensure tha the Hospital i made aware of any relevan 
nhan m nt f nding oppo uni • 
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Al lh end of the three-year planning y l a budget re onciliation 
s atem n should be prepared whi h would indi otal allo tion 
and the adjustments made. The tatement hould include material 
items su has expenses in urred by the Area on th Hospital's behalf. 
Treasury Managed Fund surpluses/deficit foregone, budget 
redu tions, net capital ontribution et 

A s parate agreement should be established, based on due dillgence 
principles to deal with su h hin s as leave liabili ·es. plant and 
equipment ownership and the value o orporate and upport services 
provid d by th Arca. This agrccm n would provide assurance for the 
respective parties in the event of winding-up of the Hospital or in a 
cir umstance of significant change, for example if the Hospital were o 
b transferred o the responsibility of another Area. 

Corporate Services 

Th Area provides the Hospital with a ran e of orporat servi es. 
The are d tailed in App ndix 2 . Benefit has ac rued to both partie 
as a result o the Hospital using Area enri es. For example the ost of 
providing orporate support for a mall Ho pita! su h as St Jo epb's i 
high and th ability to a e the Ar a·s infrastru ture h lps r du 
overhead costs. Acces to the Ar a's corporate servi es also redu es 
th risk of operating small stand-aJone semces which struggle to 
maintain omplian e in an environm n of increasing complexity. 

Th Area has also benefited from in reased economies of scale and th.e 
operational advantage provided by a unilateral approach to corporate 
services. Given the clear benefit, future opportunities should be 
consider d in the conte of mutual benefi rather than straigh 
commercial principles; a least to the exten that neither party ts 
signifi antly disadvantag d either operationally and/ore onomically. 

In general terms the policies of the Area's corporate services will 
become those of the Hospital except where the poli y extends beyond 
th s op of the ontra ted service. In this case the Hospital reserves 
the :ri h to independently endorse these polici.es .. 

Quality, Accreditation and Compliance 

The Hospital as a ke servi e provider for th population of Western 
Sydney should be able to give the Area demonstrable proof that the 
quality of its services is of an adequate standard. The Hospital is 
therefore obligated to pa.rli ipate in the Area's quality processes. This 
requires th Hospital to proVide r ports, as pr s rib d, to th Area 
Board and its sub ommitt s. The Hospital will aJ o agre to main ain 
full ACHS a creditation tatu and to advi e th Area of significant 

v r event . The I I pital al o a c pts its obligation to amply with 
the Accoun s and Audit determination and related NSW Health Policy. 

5 
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Commencement and Review Dates 

This Memorandum of Understanding takes effect from July 1 t 2003. A 
review will be undertaken at the nd 2006/2007 fmancial year. This 
allows for evaluation based on the full three year budget cycle. 

Signatories to the Me:morandum of Understanding 

, -c .. , /. 
Asso Prof Steven Boyag s 
Chief Executive Officer 
Western Sydney Area Health Service 

Date: 4-/ c; / ~ DO..3 
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Chief Executive 
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Appendix 1 : Current Services an.d. Catchments 

Inpatient 

Service Beds Catchment 

Palliative Care 22 EastemS tor 

Medical 20 Whole of WSAHS 
Rehabilitation 

Aged Care 20 Eastem S tor 
Assessment and 
Rehabilitation 

Aged Care 15 WSAHS 
Psychiatry and 
Neurosclences 

Outpatien.t 

Service Occasions of Catchment 
Service• 

ACAT 1,535 Auburn 

Palliative Care 2,498 Ea terns or 
Medical 
Outreach and 
Day Hospital 
Medical 923 WSAHS 
Rehabilitation 
Clinic 

Aged Care 332 Eastern Sector 
Assessm.ent and 
Rehabilitation 
Clinic & Support 
Groups 
Geriatric 2,540 WSAHS 
Psychiatry 
Allied Health 11 ,780 Eastern. Se or 

*Ba d on Yr June 2003 
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Appendix 2 : Area. Corporate & Support Services 

The Area provides the following s rvices to the Hospital; -

Budgetary Contribution 

Payroll 
Financial S rvic s 
Internal Audit 
Human Resources 
Suppl · 
Information Services 
Flee Management 
Occupational Health and Safety 

Fee for Service 

Bulk Food 
Lau dry 
Pathology 
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