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Introduction 
 

1. This document is provided to support implementation by providers and 
commissioners of the Enhanced Tariff Option (ETO) in 2015/16. It should be 
read in conjunction with the Q&A document1 and other materials made 
available to support implementation of the ETO.  
 

2. The ETO is a package of local variations to the national prices in the 2014/15 
National Tariff Payment System2, and  local pricing arrangements for services 
without a national price, which have been offered by commissioners, and 
which a number of providers have agreed to adopt for the 2015/16 financial 
year3. 

 
3. The ETO reflects the entirety of the proposals set out in the 2015/16 National 

Tariff Payment System consultation notice4 published on 26 November 2014, 
with three key differences. These were set out in the letter issued by the NHS 
England and Monitor Chief Executives on 18 February 20155: 
 

a. the efficiency requirement is changed from 3.8 per cent to 3.5 per cent 
 

b. the marginal cost reimbursement for emergency hospital admissions is 
increased from its current 30 per cent to 70 per cent, compared to the 
originally proposed increase to 50 per cent 
 

c. the marginal cost reimbursement for specialised services is raised from 
the originally proposed 50 per cent to 70 per cent. In addition, all 
contract variations agreed as at the end of January 2015 are 
incorporated into the baseline. 

 
4. Whilst legally the 2014/15 national variations remain in effect, changes to 

national variations proposed in the 2015/16 National Tariff Payment System 
consultation notice (such as the change to the marginal cost reimbursement 
for emergency hospital admissions and removal of the transitional 
arrangements for new payment approaches) are reflected in the local 
variations implementing the ETO. 
 

5. To implement changes to national prices, commissioners and providers must 
agree local variations to the current 2014/15 prices (and in some cases, the 
related currencies) in accordance with the rules in Section 7.2.2 of the 
2014/15 National Tariff Payment System. Commissioners must submit a local 
variation template to Monitor, which is then published, as required by rule 3 
and legislation. 

 

                                            
1 http://www.england.nhs.uk/resources/pay-syst/tariff-2015-16/  
2 https://www.gov.uk/government/publications/national-tariff-payment-system-2014-to-2015  
3 A list of the providers that have chosen the ETO is available at 
http://www.england.nhs.uk/2015/03/06/eto-2015-16/  
4 https://www.gov.uk/government/consultations/national-tariff-payment-system-201516-a-consultation-
notice  
5 http://www.england.nhs.uk/2015/02/19/tariff-2015/  

http://www.england.nhs.uk/resources/pay-syst/tariff-2015-16/
https://www.gov.uk/government/publications/national-tariff-payment-system-2014-to-2015
http://www.england.nhs.uk/2015/03/06/eto-2015-16/
https://www.gov.uk/government/consultations/national-tariff-payment-system-201516-a-consultation-notice
https://www.gov.uk/government/consultations/national-tariff-payment-system-201516-a-consultation-notice
http://www.england.nhs.uk/2015/02/19/tariff-2015/
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6. We are making available the following materials to assist providers and 
commissioners with implementation of  the ETO: 
 

a. This document, which summarises how the ETO differs from the 
proposals set out in the 2015/16 National Tariff Payment System 
consultation notice 
 

b. Spreadsheets published alongside this document incorporating: 
 

i. a list of prices to be used as the basis for determining the local 
variations required as part of the ETO. Whilst the 2014/15 
national prices remain in force, for the purpose of the ETO the 
prices to be used in 2015/16 are those set out in the 2015/16 
National Tariff Payment System consultation notice, subject to 
the change to the efficiency requirement and the correction of a 
small number of unintended errors6. These prices will be the 
agreed prices payable under the ETO, subject to any applicable 
national variations7, or other local variation or modification. This 
list includes some ‘non-mandatory prices’ which are used for 
services without a national price, but which we propose should 
be used under the ETO. 
 
Please note that the price for transcatheter aortic valve 
implantation (HRG EA53Z) will technically need to be agreed by 
the provider and commissioner as a local price rather than as a 
local variation, as there is no 2014/15 national price for this HRG 
to vary. This price should therefore be listed in the local prices 
schedule of the Contract, not the local variation schedule (see 
para 18). 

 
ii. information similar in scope to the ‘National Tariff Information 

Workbook’ published in support of the 2015/16 National Tariff 
Payment System 
 

iii. a revised list of high cost drugs, devices and listed procedures.  
Additions and deletions to the 2014/15 list will be implemented in 
the ETO by local variation to the currencies 
 

iv. a revised version of the worked example supporting the acute 
prescribed services gain / loss share rule 

 
v. A guide to Market Forces Factor (MFF) payment values for use 

in 2015/16, reflecting details of known organisational changes. 
 

                                            
6 A list of the errors corrected is included in the 2015-16 ETO spreadsheet.  
7 This refers to the national variations which were set out in the 2015/16 National Tariff Payment 
System consultation notice and which form part of the local variations that support the ETO – with the 
amendment made to the marginal rate emergency tariff (covered later in this document). 
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c. One standard local variation template for providers and commissioners 
to use, in order to notify and publish the local variations necessary to 
implement the ETO 
 

d. The Q&A document first published on 26 February 20158 
 

e. The 2015/16 local payment grouper and associated documentation9, 
published by the Health & Social Care Information Centre, to support 
the implementation of the ETO.  

 
Marginal rate emergency tariff 

 
7. Commissioners will now withhold 30 per cent of the value of emergency 

admissions above a provider’s agreed baseline. These funds must continue to 
be spent on managing the demand for admitted emergency care, and for the 
avoidance of doubt, this investment decision must continue to be co-ordinated 
with other decisions made by commissioners on demand management. 
 

8. As the current national variation under the 2014/15 national tariff remains in 
force, the change to the marginal rate must be reflected in the local variations 
implementing the ETO. The variations will have the effect that for activity 
above the baseline, the price after application of the current 30 per cent rule is 
increased to 70 per cent of the price set out in the price list based on 2015/16 
prices published with this document.  

 
Acute prescribed specialised services 
 

9. As there is no acute prescribed specialised services rule currently in force 
under the 2014/15 national tariff, the ETO will involve incorporating the rule as 
local variations (for services with a national price) and as the basis for local 
prices (for services without a national price). The local variations and prices 
should have the combined effect of implementing the pricing arrangements for 
a provider’s acute prescribed specialised services as set out in the proposals 
for 2015/16, subject to the points made below. 
 

10. The starting point for setting the Stated Base Value10 is the 2014/15 expected 
annual contract value, incorporating all contract variations agreed as at the 
end of January 2015. 
 

11. Where the gross specialised actual contract value for the financial year 
2015/16 exceeds the Stated Base Value, the amount payable to the provider 
in respect of the provision of acute prescribed specialised services (other than 
excluded services) is the sum of the Stated Base Value and 70 per cent of the 
amount by which the Stated Base Value has been exceeded. 

 
                                            
8 http://www.england.nhs.uk/resources/pay-syst/tariff-2015-16/  
9 http://www.hscic.gov.uk/article/6103/HRG4-201516-Local-Payment-Grouper  
10 See Section 8.3.2 of the 2015/16 National Tariff Payment System consultation notice for further 
detail. 

http://www.england.nhs.uk/resources/pay-syst/tariff-2015-16/
http://www.hscic.gov.uk/article/6103/HRG4-201516-Local-Payment-Grouper
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12. Where the gross specialised actual contract value for the financial year 
2015/16 is less than the Stated Base Value, the amount payable to the 
provider in respect of the provision of acute prescribed specialised services 
(other than excluded services) is the Stated Base Value, less 70 per cent of 
the difference between the two values. 
 

13. A worked example is provided alongside this document. This is an excel tool 
into which NHS England teams and providers can input their own data. 

 
Local variation template completion and submission 
 

14. We are making available a local variation template, which is revised from the 
template in use for 2014/15. It must be used by commissioners and providers 
to implement the ETO. As with any agreed local variation, the rules11 set out in 
the current national tariff should be followed, including commissioners’ 
responsibility for publishing a written statement of agreed local variations and 
including the completed template in the contract. 

 
15. The process for uploading local variation templates has changed from the 

process used in 2014/15. Instead of sending an email to the local variations 
mailbox, commissioners now need to upload the local variation through the 
Monitor Pricing Portal. Further guidance on the completion of the local 
variations template and its submission will be published by Monitor. 

 
16. The completed local variations submitted will be published on the Monitor 

website. 
 
NHS Standard Contract 
 

17. The 2015/16 NHS Standard Contract12 has been worded to be compatible 
with the ETO. The Contract wording (SC 36) makes clear that payments must 
be made in accordance with the current applicable National Tariff. The local 
variation template used by providers and commissioners to adopt the ETO 
should be included in the Contract at Schedule 3B. 
 

18. Commissioners and providers should also complete the other relevant 
sections of Schedule 3 of the Contract, covering Local Prices (3A), Local 
Variations (3B), the baseline for the Marginal Rate Emergency Rule (3D) and 
Emergency Readmissions within 30 days (3E), where and as applicable. 
 

 

                                            
11 See Section 7.1 and 7.2 of the 2014/15 National Tariff Payment System at 
https://www.gov.uk/government/publications/national-tariff-payment-system-2014-to-2015 and 
supporting guidance on locally determined prices which appears under the ‘Supporting documents’ 
header. 
12 The 2015/16 NHS Standard Contract, Technical Guidance and CQUIN guidance is available at 
http://www.england.nhs.uk/nhs-standard-contract/15-16/  

https://www.gov.uk/government/publications/national-tariff-payment-system-2014-to-2015
http://www.england.nhs.uk/nhs-standard-contract/15-16/
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