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FIONA STANLEY HOSPITAL CONSTRUCTION ACCOUNT BILL 2007 
Second Reading 

Resumed from an earlier stage of the sitting. 
DR G.G. JACOBS (Roe) [2.45 pm]:  Before question time I was speaking to the Fiona Stanley Hospital 
Construction Account Bill 2007, and I said that although financial matters are not my forte, I can read.  I put the 
argument that if a person had a bank account that was very much in surplus, why would he or she need to create 
a special bank account?  The same question can be asked of this government.  Why would it legislate for a 
special Fiona Stanley Hospital construction account?  The Financial Management Act, to which the Fiona 
Stanley Hospital Construction Account Bill refers, is the public ledger and already comprises three accounts - the 
consolidated fund account, the Treasurer’s advance account and the special purpose account.  Therefore, the 
Financial Management Act provides the ability to create a special account without the government coming to 
this house with this legislation that will create a construction account for the Fiona Stanley Hospital.  Perhaps 
members on the other side of the house, including the Treasurer and Minister for Health, might be able to give 
me the reason that we need to go through this process to create a special purpose account when provision is 
made for that special account in the Financial Management Act.   
I have had a few days to cogitate on this issue because this debate has been delayed.  Why would one need to 
introduce legislation to create a special account that is already within the public ledger - the Financial 
Management Bill?  Is it political flag-waving?  Is the government worried about these funds and it needs to lock 
them in because, heaven forbid, the funds might go somewhere and we will not have money for this hospital?  
Why would we need to lock in the funds and create a special account when there is a special purpose account 
within the public ledger?  Is it the government’s fear that perhaps the opposition will be in government after the 
next election and it needs to create this fund to build this hospital because we may change the rules and reassess 
the situation? 

The member for Alfred Cove questioned whether, in this instance, we will get good value for the dollar.  Perhaps 
when we are in government we might review the situation and find that the best value for money might not be to 
provide so many beds on one site, and that the best way to deliver tertiary health care to all Western Australians 
does not require one large monolith being built on one site.  Why would the government go through this process 
of trying to create a special account when it is not necessary?  It may be political flag-waving, or the 
government’s fear.  Perhaps the government feels that locking this money in by legislation would prevent a 
future government from diverging from that single model.  It is essentially a waste of time. 

I always like to express the amount of money in millions.  We can talk very glibly about billions but it does not 
mean a lot.  The amount of money being locked away to build a hospital is $1 100 million.  As the Treasurer 
knows, we can already afford this amount.  We already have the money in the bank and the ability to create a 
special account, but now the government has introduced legislation to create this special account.  By locking 
$1 100 million into that account, the government is guaranteeing that every last dollar will be spent.  It is 
actually flagging the amount of $1 100 million for that hospital.  It might actually cost less, but it may also cost 
more.  If I were to build a house, and I put $500 000 into a special account, and everybody in this state knew 
about it, including the builders, guess how much I would spend on that house?  I would spend every last dollar of 
that $500 000.  Everybody involved in the design and construction of the project would know how much money 
has been assigned to it, and that is how much it would cost.  

The first question was why the government would create a special account, and I now move to the second 
question: why would the government put all its eggs into one basket?  In the delivery of health in Western 
Australia, we have committed all the eggs to one basket - $1 100 million.  As other members have asked, will 
that $1 100 million give us a 1 000-bed hospital?  I have been a member of this place for two and a half years, 
and during that time I have heard about the general rule of thumb for the cost of establishing hospitals in the 
twenty-first century.  On a greenfield site, building a hospital in the twenty-first century, as a rule of thumb, will 
cost $1 million per bed.  If we are spending $1 100 million from the account that is being created with this 
legislation, I would expect that we would get in excess of 1 000 beds.  Other members have expressed some 
concerns that we will not get that many beds.  I suggest that we may not get the best value for money.  We have 
assigned the $1 100 million, and this hospital will be built, but where is the assurance to the people of Western 
Australia that the money will provide the number of beds the state needs? 

It might be argued that if the government builds only 650 beds, that is 650 beds we did not have before.  
However, in other areas of the state, such as that which I represent, hospitals are withering on the vine.  Ceilings 
are falling down at the Esperance District Hospital, and its casualty department was designed 25 years ago.  The 
population has quadrupled since then, but the hospital is still working in the same space.  The hospital has one 
operating theatre, which was acceptable 25 years ago.  However, now a visiting specialist performing 
endoscopies needs the theatre to work in.  The theatre is used for endoscopies but that leaves us without an 
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operating theatre for road trauma or any other emergency that may present.  The hospital is greatly in need of an 
expanded maternity section.  It was a great disappointment when the program for the expenditure of $13 million 
over the next four years on the Esperance District Hospital was put back yet another year. 

The development of the Kalgoorlie Regional Hospital has also been put back another year.  Esperance and 
Kalgoorlie have been designated under the plan of the Western Australian Country Health Service as a hub and 
spoke model, in which Kalgoorlie is the hub and Esperance is the spoke.  Upgrades of both those hospitals have 
been deferred.  In the hub and spoke model, the plan is to refer patients from Esperance to Kalgoorlie, which will 
be a secondary centre for care.  This will not work for these regions if we do not proceed with the upgrades of 
both the regional referral centres and the district hospitals.  Is putting $1 100 million away in a kitty by 
legislation the best spend for Western Australia?  Many places need health and hospital services. With the 
referral to a tertiary centre in the city, we still need the primary and secondary centres to be upgraded.  If we do 
not upgrade the six regional resource centres, we will further overload the metropolitan tertiary hospitals.  Not 
everybody needs to or is able to access a major tertiary hospital such as the Fiona Stanley in Perth.  There may 
be a case for referring some patients, but that will be reduced if we have good primary and secondary facilities in 
regional areas.   
The questions are: why would the government want to create legislation to enshrine this $1 100 million in a 
special account, and why are we going through this process?  In fact, there is a serious question about 
committing a phenomenally high amount of funds to put, as I would describe it, eggs in one basket.  On top of 
that, there are plans to close Royal Perth Hospital.  I trained at Royal Perth Hospital and I know what that 
institution provides for the people of Western Australia.  It provides more than 67 000 occasions of service 
through the casualty department in one year alone.  Some beds in the infrastructure at Royal Perth are ailing, to 
use a medical term, but others are very functional.  I suggest to this house that as a state we cannot afford to 
close Royal Perth Hospital, which has some moderate to functional beds in its infrastructure.  Royal Perth 
Hospital may have to be reconfigured in some way, but we cannot afford to close it, as the casualty department 
alone provides 67 000 occasions of service a year.  I have to say that many of these services are for people from 
the eastern parts of Western Australia, particularly country areas.  We therefore need to look at a model in the 
name of Fiona Stanley that is not necessarily a huge super hospital.  We need to create a moderate hospital to 
deliver the services that we need in conjunction with our other hospitals, particularly Royal Perth Hospital.  
Therefore, in committing all these funds to build a super huge hospital -  

[Member’s time extended.] 

Dr G.G. JACOBS:  - there needs to be an assessment of the delivery of health services, the assigning of hospital 
beds in Western Australia, the best use of those beds and the best spend for WA taxpayers.  I do not believe that 
the best spend for WA taxpayers is to spend $1 100 million on creating an ever decreasing number of beds, 
which it seems this bill will create, depending on which part of the history we are talking about in the 
development of this bill.  

Dr J.M. Woollard:  The Reid report looked at the population south of the river and looked at the needs of the 
community south of the river and came up with the figure that Fiona Stanley should be 1 100 beds.  That number 
was not plucked out of thin air.  That number was based on population needs, and that is why so many people in 
the community are upset now, given that Reid identified that need and this government has failed to keep its 
promise to meet that need.   

Dr G.G. JACOBS:  The member for Alfred Cove said that the plan for Fiona Stanley was for 1 100 beds; I 
accept that.  I am saying that it appears that the amount of money that has been allocated to the hospital - 
$1 100 million - will go nowhere near achieving that number of beds.  The latest figure is probably 643. 

Dr J.M. Woollard:  It is now 643.  At that rate the government needs to keep Fremantle Hospital or probably 
upgrade it. 

Dr G.G. JACOBS:  That is why we cannot afford to close Royal Perth Hospital.  I do not believe that at this rate 
we will get anywhere near 1 000 beds out of $1 100 million.  Given that Royal Perth Hospital provides 67 000 
occasions of service through the casualty department, I ask the government: where will those people go in the 
transition to Fiona Stanley Hospital?  It will not all happen overnight; there will be a staged construction.  There 
has to be sincere consideration given to continuing Royal Perth Hospital and the activities at Royal Perth 
Hospital, as I believe this transition will create a significant emergency-room crisis in Western Australia.  The 
expectation of what the $1 100 million will deliver at Fiona Stanley Hospital is well below 1 000 beds.  The state 
of Western Australia cannot afford to close beds that it already has in a moderate functional facility.   

Mr R.C. Kucera:  It is not the 1 000 beds that is the issue; it is the capacity of staff, and you know that. 

Dr G.G. JACOBS:  The member for Yokine knows that I understand about hospitals and that I know that this is 
not just about physical beds.  The cost factors in creating a hospital bed are associated with not only having the 
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bed but also putting patients in the bed and providing the health services that are required to attend to sick 
people.   

Mr R.C. Kucera:  Hence the need for modern facilities. 

Dr G.G. JACOBS:  I understand that and the member for Yokine must understand that I understand that.  
However, we are talking about the best spend for the dollar for Western Australian people and hiving off 
$1 100 million from this fund to create it with no strings attached to exactly what that fund will deliver. 

Dr J.M. Woollard:  Or where it will be used. 

Dr G.G. JACOBS:  Or where and when it will be used.  This $1 100 million will be hived off and we assume it 
will go towards building this fantastic hospital that will deliver somewhere around 1 000 beds.  If it does not 
deliver 1 000 beds but instead delivers 643 or 650, or a significant shortfall in 1 000 beds, there will be a crisis in 
Western Australia by closing Royal Perth Hospital. 

Dr J.M. Woollard:  And closing down Fremantle. 

Dr G.G. JACOBS:  Yes, and closing down parts of Fremantle Hospital.  There is also no co-location plan for 
other hospitals in Western Australia.  Every week I hear something different about this co-location plan, 
particularly pertaining to King Edward Memorial Hospital and Princess Margaret Hospital for Children.  Despite 
the Reid report that the member for Alfred Cove alluded to, we are now shuffling around on what we are actually 
going to do with these hospitals.  Although it seems that the Minister for Health has this great plan to deliver 
health services to children and pregnant women and to deliver general medical, surgical and emergency services, 
and although it seems that we are following the Reid report, actually we are not.  Every week there seems to be a 
different plan.  We have not seen the vision that we perceived.  It appears that the major thrust of the vision is to 
build this huge monolithic hospital.  All the eggs have been put in one basket and everybody will go to that 
hospital, whether it has 1 000 beds, 643 beds or 700 beds.  I would bet that every last dollar of the $1 100 million 
is spent.  Is that any guarantee that we will get value for money?   

As I said previously, if I wanted to spend $500 000 building a new house on a greenfields site, and I created a 
special account into which I put my $500 000, what would it cost me to build the house?  It would not matter 
whether it ended up being a two-bedroom shack or a four-bedroom house with two en suites, it would still cost 
me $500 000.  There would be no guarantee that I would not get the shack with two bedrooms and half a toilet.  
Let us say that I wanted to build a $500 000 house and I got an architect - although I do not know whether an 
architect would be needed to design a two-bedroom shack - and I tendered a builder and whatever.  They all 
knew that I had $500 000 to spend on my house.  Guess what I would spend?  I would spend $500 000.  It is 
almost like Murphy’s Law - we would take up whatever space is available.  If it is there, we will take it up.   

I am not sure that this is the best way to build a hospital.  I would not be sure that $500 000 assigned to a special 
account would be the best way to build a house.  If I had an account that was in surplus, I would want someone 
to tell me that there were some major interest advantages in creating this special account and putting money into 
it.  I would want to be told that putting money into the account would earmark it, no-one could touch it and it 
was guaranteed.  As this matter applies to the Financial Management Act, it is not set in concrete.   

MR E.S. RIPPER (Belmont - Treasurer) [3.13 pm]:  I thank members of the opposition for their contributions 
to the debate.  I regard the construction of Fiona Stanley Hospital as one of the government’s major projects.  It 
is a very good thing that the economic prosperity of the state has created a cash surplus in the financial year 
2006-07 and that that cash surplus can be appropriated to this special construction account that will be 
established by the Fiona Stanley Hospital Construction Account Bill for the building of Fiona Stanley Hospital.   

I want to respond to some of the points that were raised in the second reading debate.  One of the opposition 
members referred to creating a Treasurer’s special purpose account administratively rather than by legislation.  I 
think it is better when we have a multi-year project and a very large amount of money to establish the account 
and protect it by legislation rather than establish the account administratively.  There are also some advantages in 
establishing the account through legislation.  If we take that approach, the account can receive interest, whereas 
if the account is established under the Financial Management Act, interest cannot accrue on that account.  The 
prospect of establishing a special purpose account by legislation is recognised in the Financial Management Act.  
Finally, providing an account through legislation provides greater control and greater transparency for the 
Parliament and the public.   

A second issue that was raised was the so-called interest rate gap arising from slightly different interest rates that 
would apply to the repayment of existing debt and the investment returns on the $1.1 billion in the Fiona Stanley 
Hospital construction account.  Firstly, if the money was allocated to the repayment of debt with above average 
interest rates instead of being allocated to this account, that repayment would probably incur a premium for early 
repayment, which would offset some of the gaps between the rates.  Secondly, depending on future surplus 
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levels, it is possible that the government could have to borrow to fund the hospital if it repaid debt now instead 
of setting aside the surplus for the hospital.  Future debt costs are not likely to be cheaper than present debt costs; 
in fact, they could be higher due to the rise in interest rate environment.   

The shadow Minister for Health alarmed me by raising the prospect that if we established the Fiona Stanley 
Hospital construction account, the Department of Health would spend every last cent in the account even if it did 
not really need it.  I found that an interesting insight as to how the shadow Minister for Health might behave if he 
was ever to be the Minister for Health in a coalition government.  I have an answer for departments that might 
behave like that.  The account is to be controlled by the Treasurer, not the health department, and the funds will 
be released based on submissions made by the health department that will be examined closely by the 
Department of Treasury and Finance. 

Mr R.F. Johnson:  And will be solely for this purpose.  That fund will never be used for any other health 
activity.  It will solely remain for the use of the infrastructure costs.   

Mr E.S. RIPPER:  The fund is for the construction of Fiona Stanley Hospital.  That is why we brought the 
legislation forward.  The member can read the legislation for himself.  He can see how it is dedicated - 

Dr J.M. Woollard interjected. 

Mr E.S. RIPPER:  This is about funding debt-free for stage 1 of Fiona Stanley Hospital. 

Mr T. Buswell:  How do you know it’s debt-free? 

Mr E.S. RIPPER:  We are setting aside what we expect will be a $1 billion cash surplus from 2006-07 for the 
funding of the hospital.  The fund will accrue interest, which provides some cover should there be any cost 
escalation in the hospital.  I do not have a crystal ball and I obviously cannot absolutely guarantee that there will 
not be cost escalation beyond the interest payments. 

Mr R.F. Johnson:  Will that interest earned solely be for the purpose of Fiona Stanley Hospital?  

Mr E.S. RIPPER:  Yes, that is right.  The structure of the bill provides for the fund and the interest earned to be 
for the construction of Fiona Stanley Hospital.  If we complete stage 1 of Fiona Stanley Hospital and there is 
some money left over, which I doubt will be the case, that money will then be returned to the consolidated fund.   

The other issue that I wanted to raise is what happens to the funds already committed in the forward estimates to 
fund the hospital?  It needs to be understood that the funds already committed in the forward estimates to fund 
the hospital are, in essence, borrowings.  On one side, we have a diverse range of revenues and other financing 
sources and, on the other side, a range of expenditure needs.  One of the very good things about the balance 
between revenues and expenditures at the current time is that due to the strength of the economy, we are 
experiencing an era of not only accrual surpluses but also cash surpluses.  With my colleagues, I have the happy 
responsibility of deciding towards the end of each financial year how the cash surplus for that financial year 
should be used.  Obviously, it can be used to pay off debt, to pay superannuation liabilities or to fund new or 
existing projects.  On this occasion, we examined the alternatives and decided to allocate the cash surplus to the 
construction of Fiona Stanley Hospital, because it is one of our leading projects.  It is a very good project to 
which we can devote some of the proceeds from the state’s economic prosperity.  Last year, we faced a similar 
decision and we decided to allocate that year’s cash surplus to the New MetroRail project.  The New MetroRail 
will be delivered debt free as a result of that decision.   

Mr T. Buswell:  How do you know?  

Mr E.S. RIPPER:  I expect that stage 1 of the Fiona Stanley Hospital project will be delivered debt free as a 
result of this decision.  Implicit in the Deputy Leader of the Opposition’s question about how I know that the 
New MetroRail will be delivered debt free, is a request for a guarantee.  I cannot provide any guarantees.  These 
are our plans and expectations based on our best estimates.  I want to say to the house - and, through the house to 
the public - that this is an example of how the surplus works for Western Australia.  This is an example of how 
the surplus is invested by the government in the future of Western Australia.  This is an example of how we are 
providing the community with a dividend of the economic prosperity that we are experiencing at this time.  
Every single dollar of the surplus is used to invest in Western Australia’s future.  It is used to build new 
infrastructure and to repay debt.  The building of new infrastructure and the repayment of debt are investments in 
our future.  New infrastructure is important for future economic growth.  It is also important for the future 
delivery of services.  Repayment of debt, or avoidance of debt, is also an investment in the future.  If we provide 
subsequent generations with infrastructure and lower levels of debt, they will thank us for lower debt servicing 
burdens and for the increased financial flexibility that will enable future governments to invest in further 
infrastructure. 
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Dr J.M. Woollard:  You said that this is an investment for the future.  You told the community that you would 
invest in the future by building a state-of-the-art tertiary hospital south of the river.  This is not the investment 
you promised.   

Mr E.S. RIPPER:  We promised to build Fiona Stanley Hospital in stages.  We are building stage 1.  It is a big 
and fantastic project.  Even stage 1 is a better than a $1 billion project.  What we are discussing here is not the 
whole project, but the funding mechanism for stage 1.  I think it is a very good thing that rather than having to 
borrow this money, we have a cash surplus from 2006-07 that we are able to set aside in a dedicated, 
legislatively protected and transparent fund for the building of a major new hospital.   

Mrs M.H. Roberts:  Only thanks to the great Treasurer we have in this state!   

Several members interjected. 

Mr E.S. RIPPER:  I thank the Minister for Employment Protection for her kind interjection.  However, it is the 
private sector that is driving the Western Australian economy.  The government plays a role; however, the 
$104 billion that has been made in private sector investment since we were elected is certainly driving the 
economy forward.  Nevertheless, Minister for Employment Protection, the cheque is in the mail! 

This bill has resulted from the fortunate circumstances that Western Australia is experiencing at the moment.  
Our economy and finances have never been stronger.  I am proud that this government has been able to set aside 
$1 billion from surplus funds achieved in a particular financial year to build a major new hospital that will serve 
Western Australians for generations to come.  

Question put and passed. 

Bill read a second time.  
 


