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2023-24 NSW Health Purchasing Roadshow

8 March 2023 St Vincent’s Health Network




2023-24 Purchasing Roadshow
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Agenda

Update on Service Agreement process and timelines
Financial environment
Impact on purchasing model for 2023-24
« Activity growth
« Purchasing adjustors
* New builds / redevelopments
« Activity based management
2023-24 Purchasing Workshop Outcomes
District specific issues
Summation of actions and next steps

NSW Health



Purchasing for 2023-24 — Service Agreement

timeline
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provided

Purchasing
Workshop

Draft Service

Agreement sent

December 2022
January 2023

Draft activity data

February
2023

Purchasing
Roadshows

March — April

2023

03/03 Caretaker period
25/03 State election

Purchasing and
Service
Agreement
Discussions

June 2023

State Budget
release subject to
election
Service
Agreements
Issued

31 July 2023

Signed 2023-
24 Service
Agreements
due

? September
2023

Potential delay to
NSW State

Budget subject to
election

NSW Health
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Financial environment

Steve Carr, Executive Director, System Financial
Performance and Deputy Chief Financial Officer
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NSW Government is targeting a return to surplus

COVID -19 stimulus and 2
support measures -
20.0 0 [

$ billions

Returning to surplus
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W2022-23 Budget 2022-23 Half-Yearly Review
Chronology:

« Strong growth in expenses in 2020-21 and 2021-22, as the Government implemented substantial health and stimulus measures in response to
the pandemic.

« The 2021-22 expense growth was projected to be 26.5 per cent as the Government supported public health and the economy during the Delta
and Omicron outbreak.

« The 2022-23 Budget saw a moderation in expense growth with a decrease to 4.5 per cent as a result of the phasing out of some temporary
COVID-19 support measures and conclusion of the Commonwealth NPCR.

 Lower expense growth is projected over the forward estimates as we transition out of the pandemic and the Government introduces new
measures to return to a surplus in 2025-26

NSW Health
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Record FY23 growth of 10% advances
funding from FY24

I

Health system has access to initiatives
and extra funding one year early

>

* Phase 2 FY22-23 strategies
| Recurrent * One off initiatives
Expenditure
Growth
Key risks include:
« Upcoming election cycle
] « Additional savings and efficiency

23/24 Health growth rate Savings (previcusly agreed)  Previous Years Stimulus and  2022/23 Stimulus and Mew targ_ets_ ) )
Policy Proposals Policy Proposal * Maintaining Underlylng expense

growth at 4.0%
* Meeting existing commitments —
Activity & FTE

NSW Health
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New Policy Proposals being implement over 4 years

) ) New Policy Proposals 2023-24
 Recordinvestment of S333M in y P

o 100%
2022-23 to advance objectives 5%
Of 3% 2%
. 0% m Other
o Expanding IVF e
o Brighter Beginnings 80%
o IPTAAS Expa nsion [ IEnhanct(_a Ozteoporosis Refracture
. . P revention services
o Building and Sustaining 70%
Rural Workforce 50% m Expanding the Affordable IVF Initiative
o End of Life Care
o Closing the Gap & Other 50% Brighter Beginnings
50%
e Eachinitiative expands in 2023- 40% .
m |solated Patients Travel and
24 to $448|\/| Accommodation Assistance Scheme

30% (IPTAAS) Expansion

Building and Sustaining the Rural

20% Health Workforce

m Funding for World Class End of Life

10%
° Care

0%

2023 - 24

NSW Health



Record FTE growth funding - yet to be realised
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e Recordinvestment to boost

the health workforce by
more than 10,000 FTE over
4 years, which includes
more than 7,600 in the first
year

e Districts, Networks &
Ambulance FTE growth
2.5% (3,354 FTE) behind
target.

e FTE impacting on

achievement of other
initiatives eg deferred care

NSW Health

FTE is the modelled full time equivalent staff required to deliver the targeted initiative.

Program

COVID Deferred Care -
Elective surgery and
endoscopy

COVID Deferred Care -
Dental

Workforce - Building and
sustaining the rural health
workforce

Workforce - COVID-19
Recovery and Workforce
Resilience

Strategic

Outcome 5 ‘000 NWAU22 FTE Outcome and performance metric

Funding based on delivery of increased activity,
calculated on a year-to-date basis by comparing
removals from the waitlist (due to patient
treatment) compared to the 2018/19 baseline.

2 900 177

Key performance / outcome indicators
* Elective Surgery Overdue - Patients (Number)

* Elective Surgery Access Performance -
Patients treated on time (%)

Outcome specific funding paid on evidence of
DWALU in excess of baseline target and
proportionate reduction in dental waiting list %
of patients waiting longer than the maximum
recommended waiting time. (Reported and paid
maoanthly)

3 500 98

Funding based on delivery of production of
evidence of incentivised positions and
improvement in key measures (monitored
manthly):

. Gy

* Critical vacancy reduction
* Premium labour reduction
* Reduction in overtime

A B ) Funding based on production of evidence of
improvement in key measures (monitored
monthly):

s Excess leave

» Reduction in excess leave

* Reduction in overtime

+  Return premium labour to base year levels

» [ncrease in labour costs above baseline levels
» Evidence of recruitment to backfill leave
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° Jan - June 23 forecast run Actual (3M) we==. Forecast ($M) Forecast
rate is $1,985.5 million per
month 220
. 2100
e Thisis 3.7% below the I
average actuals run rate at 5000 S
December of S2,0615 |/ | TTTTTTmooomommmmsmmmmmmoseees
million 1900
=
e Significant improvement - 1800
required by 30 June 23 to
meet SA KPIs 1700
1600
1500
Jul Aug Sept Oct Mov Dec Jan Feb Mar Apr May Jun

NSW Health
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System productivity and efficiency

NSW Health Activity target performance as at YTD Nov 2022

e NWAU behind target  **
despite no increase

in targets in 2022-23  20%
and S84M YTD

additional funding for ;.

*-]

Dental and Planned *x = ¥
. . i ' | Under performance to Target as at YTD
Surgery Wait Lists 0% * i | - Nov22 ~5700m already in the base
| S O x
e Are we seeing a * i = | o
baseline shift in o = ! I T
* & 1 ]
¢ .

productivity and
efficiency? Short term  -so%
or long term?

o=
ol
oot

-8.0%

-

.

-10.0%

.

-12.0%
LHD1 LHD2 LHD32 LHD4 LHD5 LHD& LHD7Y LHDS LHD9 LHD10 LHD11 LHD12 LHD13 LHD14 LHD15 LHD16& LHD17

* As at YTD Nov22 — Assume with FY24 BAU growth added
NSW Health
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Activity Based Funding

e A Sxx/NWAU COVID-19 notional allocation separate to the 2023-24 State Efficient Price
e This will be an all inclusive funding allocation for LHDs/SHN/ Ambulance (incorporating RATS and PPE)

Public Health

e An allocation of $3.6M ($S200,000 per LHD/SHN) to be included in the SA based on advice by the Chief Health Officer

Outcomes to expect...
e Additional financial support for public health

e COVID-19 costs better reflected in the National Efficient Price
e Health entities have autonomy to manage COVID-19 funding according to local circumstances

NSW Health
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Inflation being monitored and supported

GOVERNMENT
Nationally over 12 months to the December 2022 quarter, All groups CPI, Australia, annual movement (9
y q
CPl rose 7.8%. The highest since 1990. Expected to fall to
4.75% later in 2023.
8
Sydney CPI was below the national average at 7.6% g s
HE
Health Sector relatively protected at 3.8% g
Additional financial support has been provided to the ’
health system for gas and food in January 2023. R S S AP PP F PO I PO ED S PO D DDA SO D
o o o o o T o o T o o o o o o o o o o o
CPI by category - November 2022 Al aroups i — rmed mean

c nicat:ion Source: Australian Bureau of Statistics, CPI rose 1.9 per centin the December 2022 quarter 25/01/2023

Health

Clothing and footwear

Alcohol and tobacco

Education

Insurance and financial services

Recreation and culture

Allgroups CPI, seasonally adjusted

Fumishings, house hold equipment and services
Transport

Food and non-alcoholic beverages

Housing

(=]
-
[
Ly

- - 6
Per cent, through the year

~
[
o
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NSW Health Capital Program Performance

Capital Performance - Health Entities

e (Capital spend of Health entities (excluding HI, eHealth, NSW Ambulance but including the l@\ Other Health Entibes
Ministry) are trailing full year forecasts for FY23.

e At Dec 22, YTD capital spend is $192 million and represents only 30% of full
year forecasts of S638 million.

e Recurring capital project underspends increases the risk that continuing carry
forward requests may not be approved by Treasury. An area where we need t
Improve.

e MoH is engaging directly with health entities with less than 15% actual spend
to identify the reasons for reduced spend and assess capital project forecasts

Capital Mid-Year Review (commences February) YTD Actual- §192.9M
_ _ _ Full Year Budget: 3611.1M
e DoF’s to confirm capital works program expenditure forecasts for 2022-23 Full Year Forecast- $638.4M

e Affords health entities with opportunity to request capital budget variations

NSW Health
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Proposed - FY24 revenue budget strategies

Ministry will continue to directly support LHD revenue improvement

e The new Revenue Portal has been successfully piloted and will be rolled out to all LHDs, commencing February 2023.

e The statewide Revenue Partnering Project, which has already driven identifiable revenue improvements, will continue
into FY24 with a focus on supporting LHDs to implement sustainable revenue strategies.

e Ongoing hands-on resources and support to facilitate revenue uplifts, including:
e Seconding a senior LHD clinical coder to the Ministry to conduct retrospective staff specialist billing for LHDs.
e Reviewing compensable patient data to identify all billing opportunities.
e Quantifying other quick-win revenue opportunities and providing step-by-step guidance to each LHD, e.g. acute
care certificates, outpatient invoice error correction, ineligible patient occasions of service.

NSW Health
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Change in funding classification (inviting feedback on proposal)

For FY24 explore conversion of Commonwealth NWAU funding from Subsidy to Own Source Revenue
ABF becomes “Revenue” in the eyes of LHDs, GM’s and Medical Officers

Dependant on weekly EDWARD NWAU reporting to LHDs and calculated monthly as revenue in financial reporting
Advantages:

o simplifies and aligns NWAU with other forms of revenue

.
-Q_S_\F:' ‘ Healt FY23January

nm

Em ployee Relaed
VMO Payments
Goods & Senices
R=pairz, M aintenance & Renawsls
Depreciation and Amortisation
Grants
Recurrent Third Schedules.

Other Expensas
Borrowing Costs
E xpen ses
Patient Fess
User Charges
Interast Riewenus
Grants and Confributions
Other Sources of Rexenue
Own Source Revenue

G/L Other

MOHSUB MoH Subsidy

NSW Health I MNHRF Mational Health Refrm Funding I

NARF and Mol Subsidy
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Efficiency Improvement Plan
(EIP) planning 2023-24

Rebecca Beech, Director, NSW Health Program
Management Office
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Underlying Financial Position Assessment - Example District A NSW
Districts, Networks and Ambulance GOVERNMENT
District A (Prior Year) Result FY22-23 S5.0M UF
ADD
e One-off funding items (budget supplementation not annualised) S2.0M
e One-off savings in current year (e.g. delays in recruitment leading to savings in year,
delay in opening of a re-development, timing benefit of allocations) S1.0M
e One-off underspend by program (funds not retracted) S5.0M
LESS
e Expenditure brought forward into current year (S2.0M)
e Timing benefit of sustained improvement from current year efficiencies (e.g. Nursing
Hours per Patient Day) ($2.0M)
FY2023-24 UNDERLYING DEFICIT $9.0M UF
ADD
e Expenditure above the funding envelope (in Service Agreement) S2.0M
FY2023-24 PRELIMINARY EFFICIENCY IMPROVEMENT PROGRAM TARGET $11.0M
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EIP requirements for FY23-24 ﬁ\%‘%
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Following Forecast Certification and review by MoH of underlying financial position assessment, the
timeline for EIP submission is:

30/04/23 31/07/23

31/05/23

31/03/23 Submit Submit Submit final EIP
preliminary N detailed

Cgﬂirﬁg:t?(t)n financial position prelan;![gﬁgaElP strategies based

assessment and strategies on issued Service

EIP summary Agreement

Current summary and EIP templates are being reviewed in readiness for next FY along with preparation of new
supporting workpapers to be provided in a toolkit seeking to streamline both the submission and QA process.

NSW Health
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Impact on purchasing model
for 2023-24

Joe Portelli, Executive Director, System Purchasing
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NSW Health purchasing model

The fiscal outlook for 2023-24 will have a significant impact on NSW Health's ability to purchase new services and implement
Initiatives previously embedded in the purchasing methodology.

Baseline

Purchasing

Adjustors

Block

LHD/SHN
Specific
Factors

New builds and

Activity
targets

ausiments
y g Proposals value Cost price R
adJ ustment Sub-acute admitted
Equi Unplanned re- Mental Health admitted
quity admissions Supra-LHD Mental Health non-
. Potentially preventable services admitted
Ageing hospitalisations _ _ Non-Admitted
Hospital Acquired Statewide services

. Lo Reported to the

Popu lation Complications Administrator of the

Telehealth use
Mental health follow up

Highly Specialised
Services

National Health Funding
Pool

NSW Health
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Growth

Ben Smith, Director, Service Utilisation & Activity
Modelling




Equity Growth

Allocated where the per capita
consumption of hospital services by the
LHD population is lower than the NSW
average.

Incorporates adjustments to account for
the population’s age and sex as well as
socio-economic factors that can influence
the quantity of services needed by the
population.

Potential to direct $ to
new prevention
projects

MOH.9999.1647.0022

Unadjusted Relative Utilisation — LHD

LHD 1:
RU vs NSW = +5%

y 4
RU vs NSW = +5%
LHD 2:
Ay

LHD 1 serves an
older, lower-
socioeconomic

population

Adjusted Relative Utilisation

V4

LHD 1: RU= -2.5%
. /
LHD 2:
RU=5.5%
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Purchasing Adjustors

Ben Smith, Director, Service Utilisation & Activity
Modelling, System Information and Analytics
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Purchasing Adjustors - Updates ﬁ\%%
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Modified Adjustors

 Stroke Service Model
* Virtual Health

Data Quality - Mental Health Records (important data elements for AMHCC)
* Missing HONOS score

« Missing Phase

NSW Health 24
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New builds

Joe Portelli, Executive Director, System Purchasing
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Activity based management

Neville Onley, Executive Director, Activity Based
Management




Activity Based Management
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2021/22 DNR Costing Performance
2021722 ¥TD June Average Cost per NWAUZ22 2021/22 YTD June Average Cost per NWAU22
.50 Based on Actual Reported Activity b 0 Based on Activity “normalised” to targets N
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2023-24 Purchasing Workshop
Outcomes

Joe Portelli, Executive Director, System Purchasing
Branch
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2023-24 Purchasing Workshop Outcomes Wik
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“How do we adjust or apply purchasing and performance levers to deliver the paradigm shifts we need
to fulfil our Future Health vision while being responsible for our current commitments and political
landscape?”

Virtual Care: Further shift to virtual care Low Value Care: Incentivise high value Key Performance Indicators: Gradual

especially rural/remote areas, with more care and create a criteria to minimise low shift to more tangible outcome measures
services to use telehealth in partnership with  value procedures
metros
Preventative Health: Incentivise keeping Baseline Budget: Review of current Rural Workforce: Look at ways to better
people out of hospital, including partnership  baseline budget allocation, while reducing in  incentivise and hold staff
with other organisations year supplementations to provide more
certainty
New Builds: The impact of the Disinvestment in services: Create a Review funding model between
amortisation methodology on long term fixed = mechanism to guide the disinvestment in Commonwealth and State: Advocate
costs services leading to overall system for better GP access and collaborative
improvement models of care

NSW Health 29
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District specific issues

Chief Executive, St Vincent’s Health Network
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