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Housekeeping

* The presentation usually lasts 60 minutes, plus time for questions
* Butwe are happy to stay online as long as you want us to

* Ask questions as we go, using the chat box or raise your ‘hand’

Can we ask for cameras on, microphones off please ©

All slides will be sent plus they are on our web site - link at the end

* If you’re using someone else's invite, send us your email address if you
would like a copy of the slides or to be sent details of further courses
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Introduction

* The purpose of these sessions is to cover the ‘ground rules’ relating to the most
common contract processes

* Each process has its own section in the contract which sets out the documents
that need to be exchanged, timescales, consequences, etc

* Some of the processes originally included in the contract have been stripped out
over the years —there is sometimes a perception of ‘too much bureaucracy’...

* But, used appropriately and consistently, they do provide basic control over what
patient pathways are delivered, how they are monitored, how they are funded,
etc
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What we will cover...

* Part 3: Payment terms (SC36)
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Selecting the right process or lever...
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Payment Terms: what we will cover

Setting the plan:

1. Setting payment terms for the contract —the NHS Schedule 3A - Aligned Payment Incentive Rules
Payment Scheme rules and principles Schedule 3B - Adjustments to NHSPS prices
Schedule 3C - Local Prices
Schedule 3D - Expected Annual Contract Value

Managing the contract:

2. Invoicing/reconciliation process and timetable SC36 - Payment Terms

3. What happens if an invoice from a provider needs to be SC36 - Payment Terms
contested?
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NHS Payment Scheme pricing principles

 The NHS Payment Scheme (NHSPS) replaced the National Tariff from 2023/24

* Wide flexibility to make local agreements as long as they are in accordance with NHSPS
pricing principles, notified to NHSE on their template and attached in schedule 3A/B

* Similarly, any locally agreed prices must be in accordance with NHSPS principles:

— Must be in the best interests of patients

- Must promote transparency and good data quality to improve accountability and encourage the sharing of best
practice

- Provider and commissioner(s) must engage constructively with each other when trying to agree payment approaches

—  Provider and commissioner(s) should consider how the payment approach could contribute to reducing health
inequalities

- Provider and commissioner(s) should consider how the payment approach contributes to delivering Operational
Planning Guidance objectives
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National support for local payments

NHS Payment Scheme - includes National Prices (non-mandatory except for
acute elective) and local pricing rules (mandatory)

* National Cost Collection aggregated data — analysis of providers’ historic costs -
to enable benchmarking against peers, planning, intelligent payments, etc

* National Cost Collection unsuppressed data- coming soon?
* PLICS dashboard - disappeared with NHS Digital but coming back in 25/267?

* The Model Health System website brings these tools together to identify
opportunities to increase cost/other efficiency (https://model.nhs.uk/)
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https://model.nhs.uk/

Contract terms regarding local prices (SC 36)

* Locally agreed prices to be recorded in schedule 3C

* Reviewed before the start of each contract year, having regard to the NHSPS ‘cost
uplift factor’ (CUF) (i.e. inflationary increase less efficiency requirement)

* |If an agreement cannot be reached by 2 months before the start of the contract
year, either party can seek dispute resolution

* |f still no agreement, there are 2 options:

— Either party can terminate the service, giving at least 6 months’ notice

— The previous year’s price applies, adjusted by the NHSPS CUF
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NHS contract payment rules

NHS Providers NHSPS Alighed Payment & 3A - Aligned Payment and

* where value expected > £1.5m pa Incentive (API) rules apply Incentive rules
* except for some small exceptions such as
non-English, MH OOA & Ambulance OOA

NHS providers Single block payment as per Not needed

designated as ‘Low Volume Activity’ (LVA) schedule issued within NHSPS

Non-NHS providers Activity x national prices apply 3B - Locally Agreed Adjustments
where activity has a published national price to NHSPS Unit Prices - if any local

variations have been agreed

All other providers Locally negotiated 3C - Local Prices

* Expected Annual Contract Value is recorded in schedule 3D - can be £0 for ‘call off’ contracts and
is implied £0 for NCA
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Summary of payment rules in 2025/26
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Alighed Payment & Incentive approach

* Applies to all contracts with NHS providers, unless activity is covered by ‘Low
Volume Activity’ (LVA) arrangements

* Majority of payment is fixed block for the year — value and basis of calculation to

be locally agreed, although guidance on the approach to take is provided (see
next slide)

 Remainder is variable payment to reflect:
— elective volume (IP, DC, 15t OP & OP procedures) @ national prices
— Dbest practice tariff achievement (top up £)
— Advice & Guidance service activity (+/- against plan included in fixed block)
— CQUIN achievement (but currently paused so full value included in fixed block)
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Setting the fixed block

* From 2025/26, there is a requirement to review the fixed block each year, not just
roll over the previous year’s = x%

* The fixed element should be:
— “reflective of efficient, expected provider costs — maximising the use of every NHS £

— used for delivering high-quality services agreed between commissioners and
providers — patients receive the best possible care and experience

— adjusted to reflect system planning assumptions - the health of populations is
considered and improved”

* Expectation that ICBs and providers will work together to review the funding level
compared to actual activity being undertaken and benchmarked costs... but
there will be no easy answers where £ shortfalls are identified
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Invoicing, payment & reconciliation rules

* SC 36 sets out the timetable for providers to notify/invoice commissioners of the value
of activity undertaken

* Providers must meet these deadlines if they want to be paid - including non-contract
activity

e Supporting information for invoices must be provided in accordance with schedule 6A -
usually monthly but could be different for non-SUS data

 Commissioners must contest reconciliations/invoices within 5 working days, ‘setting
out in reasonable detail the reasons’ (SC 36.30)

 Commissioners can withhold payment of the contested amount only

* Iftheissue is unresolved after a further 20 working days, the parties must seek Dispute
Resolution (by invoking GC 14)

BAILEY & MOORE




Invoicing, payment & rec deadlines

The deadlines that apply to contract invoicing and payment essentially
depend on 3 factors:

1. Isthere an Expected Annual Contract Value Yes = monthly payments on account + quarterly
(schedule 3D)? reconciliation
No = pay as you go monthly in arrears

2. Isthis a block contract or can payment vary in Block = no reconciliation needed
year? Non-block = quarterly reconciliation or monthly
invoicing needed

3. Does SUS apply to some or all of the activity in Yes = 2-stage reconciliation following SUS Timetable
the contract? published by NHS Digital
No = reconciliation 20 operational days after the
month/quarter end
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Common permutations in more detail...

EACV in schedule 3D
Fixed block payment

EACV in schedule 3D
Fixed block payment

EACV in schedule 3D
Fixed block payment

(mostly non-NHS as NHS providers should
be covered by API or LVA)

SUS applies to some or all

Commissioner pays provider

Commissioner pays provider

Activity flows monthly through

activity 1/12 EACV monthly 1/12 EACV monthly on a/c SUS per SUS timetable
Activity data flows monthly Activity data flows monthly * Provider invoices monthly in
through SUS per SUS through SUS per SUS arrears, within 5 working days
timetable timetable of SUS freeze date for month

No financial reconciliation
needed

Initial quarterly rec, on SUS
flex date for the third month
Final rec, within 5 working

days of SUS freeze date
SUS does not apply to any Commissioner pays provider Commissioner pays provider * Activity flows according to
activity 1/12 EACV monthly 1/12 EACV monthly on a/c schedule 6A
Activity data flows according Activity flows according to * Provider invoices monthly in
to schedule 6A schedule 6A arrears, within 20 working

No financial reconciliation
needed

Quarterly financial rec, within

20 working days of quarter end
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Contesting payments using SC36 (example)

Month 3
End of Month 4
Month 5 (week 1)

Month 5 (week 2)
Month 5 (week 3)

Month 5 (final week)
Month 6 (week 1)
Month 6 (week 2)
Month 7 (week 2)

Contract monthly value paid on 15™ account to provider
Data coded and sent to SUS or direct to commissioner (“first rec’ or ‘flex’)

Commissioner reviews data and raises queries
For non-SUS contracts, provider sends invoice or credit note within 5 wk days

Provider responds to queries

Provider re-submits data to SUS by ‘post reconciliation inclusion date’
Other data amended and re-sent by local agreement (Sch 6A)

Publication of final/frozen data on SUS for month 1 (‘final rec’ or ‘freeze’)
Provider sends final reconciliation, invoice or credit note within 5 working days
Commissioner can contest payment within 5 working days of receipt

If payments remain contested after 20 working days, contesting party must seek
dispute resolution (GC14)
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Case Studies

How should these scenarios be handled under the Contract?

1. Aprovideris refusing to sign off local prices to be included in the contract as
they are not reflective of its actual costs and this means it is not financially
viable to provide the relevant services within its statutory duty to break even

2. A non-contracted private provider has submitted an invoice for a patient seen 6
months ago. It maintains that payment is due because the patient was
exercising their legal right to Choice but gave them incorrect GP details, hence
the regrettable delay.

3. Aprovider has had a clinical review of stroke services, implemented a
performance improvement plan and its achievement of the best practice tariff
criteria has doubled, causing a significant financial pressure against plan
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Case Study 1

A provider is refusing to sign off local prices to be included in the contract as they
are not reflective of its actual costs and this means it is not financially viable to
provide the relevant services within its statutory duty to break even

The principles of the NHSPS state that prices should reflect ‘efficient expected
costs’ rather than the provider’s actual costs. A benchmarking review may help to
determine how efficient the provider’s costs are and whether more funding is
justified or whether the provider needs to reduce its costs. If no agreement can be
reached on prices to be included in the contract, dispute resolution can be sought,
the service can be terminated or otherwise the previous year’s price rolls forward +
the NHSPS cost uplift factor (2.15% in 25/26).
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Case Study 2

A non-contracted private provider has submitted an invoice for a patient seen 6
months ago. It maintains that payment is due because the patient was exercising

their legal right to Choice but gave them incorrect GP details, hence the regrettable
delay.

The invoice is clearly out of time as per SC 36. The Choice argument is a red herring
in terms of invoicing, as the same deadlines apply across all activity, even non-
contracted. Responsibility for holding correct patient data rests with the provider.

Therefore, the ICB is within its rights to refuse payment of a late invoice and to seek
dispute resolution if the provider disagrees.
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Case Study 3

A provider has had a clinical review of stroke services, Implemented a performance
iImprovement plan and its achievement of the best practice tariff criteria has
doubled, causing a significant financial pressure against plan

Best practice tariffs are included as part of the NHSPS and are intended to
incentivise the best patient outcomes. Therefore, while it would be good practice for
the provider to notify the commissioners that it was implementing service
improvements, ultimately this is a cost that the commissioners have to bear as part
of the variable element of standard API contract. (The only exception would be if the
improvement was brought about solely by changes in data recording, in which case
it would be an unnotified change in recording practice and a breach of SC 28.)
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Summary

* Setting the contract value is covered by the NHS Payment Scheme, including
national prices and principles for agreeing local prices

* The Expected Annual Contract Value is recorded in schedule 3D - can be £0 for
call-off contracts or where NCA has created an implied contract

* Fornon-block contracts, financial reconciliation follows a quarterly or monthly
cycle, with strict deadlines for invoicing and payment, to minimise financial
surprises in year

* These apply equally to NCA providers where no written contract exists
* Provider invoices/reconciliations must be contested within 5 working days

e Watch those deadlines!
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Can we help? We offer retainer services...

We have a wide Help you move Facilitation and

Reviews of services - .
towards mediation to help
T model, spec, data, :
commissioning for resolve disputes or

outcomes manage agreements

range of experience
Tell us how we can
help, for example...

Support and advice

. for difficultissues
costing

We have almost 30 years’ experience at senior level within the NHS
and can provide practical support across a wide range of issues

Email us at info@baileyandmoore.com to discuss how we could help
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Thanks for listening!
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Email us with any comments or requests for training courses at:
training@baileyandmoore.com

Slides available at:
http://baileyandmoore.com/resources/training-slides/
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