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 Overview 

The Administrator’s Annual Report on Maintenance of Effort 

Parties to the Addendum to the National Health Reform Agreement 2020-2025 (the Addendum) 
agreed, at a minimum, to maintain levels of funding for public hospital services through the National 
Health Funding Pool (the Pool) for 2020-21 to 2024-25 at not less than the level of funding for 
2018-19, while having regard to new, appropriate models of care that may change the setting in 
which care is delivered (A102), hereafter referred to as Maintenance of Effort.  

The assessment of Maintenance of Effort applies to both the Commonwealth and States and 
Territories (hereafter referred to as States). The assessment focuses on in-scope public hospital 
services under the National Health Reform Agreement (NHR Agreement). Out-of-scope activity is 
defined as non-hospital services or those public hospital services with a funding source other than 
the NHR Agreement. 

This work has identified some inconsistencies in the level of in-scope and out-of-scope funding 
transacted through the Pool as well as funding and activity information published in Local Hospital 
Network (LHN) Service Agreements. 

In accordance with the Administrator’s Three-Year Data Plan and Data Compliance Policy, from 
1 July 2022, States are required to identify both in-scope and out-of-scope activity in their LHN 
Service Agreements. In addition, a new fund account has been established (from 1 July 2022) in the 
Payments System to identify all payments for out-of-scope activity. 

Given certain data limitations, the assessment of Maintenance of Effort in this report has been based 
on in-scope Activity Based Funding (ABF) only. Further work will be undertaken to incorporate 
in-scope Block funding into future iterations of this report.  

To provide a meaningful Annual Report on Maintenance of Effort, the Administrator will continue to 
work with all Parties to the Addendum towards achieving consistency and transparency in the 
reporting of public hospital funding (A103).  
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 Outcome 

The Administrator’s Annual Report 2024-25 on Maintenance of Effort has been 
assessed using the following two approaches: 

1. ‘Funding Contribution’ – based on ABF payments made through the Pool, assess funding 
contributions in 2024-25 compared to 2018-19. 

2. ‘Funding Entitlement’ – based on the National Efficient Price (NEP) and reconciled in-scope 
public hospital services delivered, the State funding entitlement is calculated as total funding 
(i.e. total in-scope activity multiplied by the NEP) less the Commonwealth funding entitlement.  

A more detailed explanation of these two approaches is set out in Section 6. The second approach 
was derived owing to historical inconsistencies across States in relation to ABF payments made through 
the Pool.  

On balance, when comparing 2024-25 funding levels to the 2018-19 baseline: 

▪ The Commonwealth maintained its level of funding in total and in respect to payments to 
all States 

▪ All States have maintained their levels of funding on the basis of the information and 
advice provided. 

A summary of the results by each State is provided in Attachment A. 
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 The National Health Funding Pool 

The Pool was established to receive all Commonwealth (ABF and Block) and 
State (ABF only) public hospital funding. 

The Pool comprises of a Reserve Bank of Australia (RBA) account for each State, with each State also 
having established a State Managed Fund (SMF) to manage Block funding. 

The Pool and SMF provide a line-of-sight mechanism to trace each jurisdiction’s funding contribution 
to LHNs and third parties. The balance is paid to States (including public health, cross border, 
interest and over deposits). Figure 1 highlights the source, types and amount of funding and 
payments that flowed through the Pool and SMFs in 2024-25. 

FIGURE 1: 2024-25 Public hospital funding and payment flows 

 

NHR Agreement funding occurs when the Commonwealth or State pay into a State Pool account or 
SMF for in-scope activities. NHR Agreement payments occur when the funding is paid out of the  
State Pool account by the Administrator or is paid out of the SMF by the State. 

All in-scope ABF is required to be transacted through the Pool (on a cash basis), to fund public 
hospital services in accordance with LHN Service Agreements and is reported at 
www.publichospitalfunding.gov.au. 

In addition, out-of-scope funding can be transacted through the Pool but needs to be separately 
identifiable. As highlighted in the overview, a new fund account was established from 
1 July 2022 to enable States to separately identify out-of-scope funding transacted through  
the Pool. 

  

http://www.publichospitalfunding.gov.au/
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 Activity Based Funding transacted through the Pool 
In this context it should be noted that State payments through the Pool do not appear to be 
undertaken on a consistent basis across States. There are two key issues impacting on consistency of 
payments through the Pool: 

1. Not all in-scope State ABF payments are transacted through the Pool, despite the requirement in 
the NHR Agreement for this to occur 

2. Some out-of-scope ABF payments are being transacted through the Pool, which is not an issue in 
itself, and prior to 2022-23 were not identified as such and hence could not be distinguished from 
in-scope ABF payments. 

The Addendum requires, as a minimum, all in-scope State ABF contributions to flow directly through 
Pool (A139). As highlighted above, out-of-scope funding can be transacted through the Pool but 
needs to be clearly identified.  

The National Health Funding Body (NHFB) has been working with the States to review public hospital 
funding transacted through the Pool in comparison to in-scope activity published in their respective 
LHN Service Agreements. 

In accordance with the Administrator’s Three-Year Data Plan and Data Compliance Policy, from 
1 July 2022 States are required to identify both in-scope and out-of-scope activity in their LHN Service 
Agreements.  

 Block funding transacted through State Managed Funds 
Block funding transacted through State Managed Funds has been excluded from the 2024-25 
Maintenance of Effort assessment. This is because State Block funding contributions are not 
transacted through the Pool. In addition, it is not currently possible to clearly delineate between 
in-scope and out-of-scope Block funding contributions. Once these requirements are met it will be 
possible to incorporate Block funding into the assessment. The exclusion of Block funding from the 
assessment is unlikely to materially impact the achievement of Maintenance of Effort. 
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 Additional Activity Based Funding 

Financial assistance to States for the additional costs incurred in responding to 
COVID-19. 

 National Partnership on COVID-19 Response 
The NPCR was agreed to and signed by COAG on Friday, 13 March 2020. The NPCR was subsequently 
amended and agreed to in April 2020 to include a provision for Private Hospital Financial Viability 
Payments. A third update to the NPCR was made in April 2021 to support the COVID-19 vaccine 
rollout and assist residential aged care providers prevent, prepare for and respond to outbreaks of 
COVID-19. The NPCR ceased on 31 December 2022. 

Since March 2020, $14.264 billion in Commonwealth COVID-19 funding has been paid to States: 

▪ $3.985 billion in Hospital Service Payments (HSP) for COVID-19 related hospital activities 

▪ $8.770 billion in State Public Health Payments (SPHP) for public health activities associated with 
addressing the pandemic and controlling the spread of COVID-19 

▪ $1.508 billion in Private Hospital Financial Viability Payments (FVP) to enable private hospitals to 
retain capacity and support States in responding to COVID-19. 

Noting that reconciled in-scope public hospital services included COVID-19 related activity, and that 
HSP funding contributions were transacted through the Pool, HSP activity has been included as part 
of the historical assessment of Maintenance of Effort.  

Commonwealth and State SPHP and Commonwealth FVP funding contributions are excluded from 
the historical assessment of Maintenance of Effort as these payments related to the broader COVID-19 
public health response (i.e. not directly related to in-scope hospital activities). 
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 Service agreements  

Service Agreements support transparency of public hospital funding 
and services. 

Service Agreements between the States and Local Health Networks (LHN) support transparency of 
public hospital funding and services and are provided to the Administrator (once agreed). Service 
Agreements are to include, at a minimum (E7): 

a) the number and broad mix of services to be provided by the LHN, to inform the community of 
the expected outputs from the LHN and allow the Administrator to calculate the 
Commonwealth’s funding contribution 

b) the quality and service standards that apply to services delivered by the LHN, including the 
Performance and Accountability Framework 

c) the level of funding to be provided to the LHN under the Service Agreement, through ABF and 
Block funding  

d) the teaching, training and research functions to be undertaken at the LHN level. 

To improve transparency and national comparability, States will provide to the Administrator and the 
Independent Health and Aged Care Pricing Authority (A95): 

a) the price per weighted service they determine 

b) the volume of weighted services as set out by the national ABF classification scheme 

c) any variations to service loadings from the national ABF classification scheme. 

It is not clear or consistent across historical LHN Service Agreements, whether out-of-scope activity 
is included or excluded. It is also unclear whether, and to what degree, out-of-scope funding is 
transacted through the Pool or SMF. 

As highlighted, from 1 July 2022, States are now required to identify both in-scope and out-of-scope 
activity in their LHN Service Agreements.  
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 Service Agreement Review 
The Administrator and NHFB have been working closely with States and Territories to achieve greater 
transparency and consistency of public reporting, including through Service Agreements.  

In 2023, the NHFB undertook a review of Service Agreement arrangements to evaluate the suitability 
of the current arrangements and provide potential options for the reform of Service Agreement 
content and governance, where appropriate. 

The findings from the review were tabled in a discussion paper at the November 2023 
Administrator’s Jurisdictional Advisory Committee (JAC), with feedback sought from JAC members by 
31 January 2024.  

Key recommendations from the review reiterate known implications regarding the availability and 
accuracy of information within Service Agreements on the assessment of Maintenance of Effort. 
These include the: 

▪ Requirement for States to formalise their State Price by publishing it within their Service 
Agreements  

▪ Clear identification of in and out-of-scope activity and funding published within Service 
Agreements  

▪ Transaction of all out-of-scope State funding contributions using the out-of-scope fund account 
in the Payments System 

To assist States with meeting the reporting requirements for Service Agreements, including in and 
out-of-scope services and funding, a proposed activity and funding template has been included as an 
attachment to the Administrator’s Three Year Data Plan 2024-25 to 2026-27. 

Improvements have been observed with the reporting of the number and mix of in-scope services at 
the service category level provided by the LHN in Service Agreements. Some States have reported 
out-of-scope activity and out-of-scope funding in Service Agreements. These States capture also  
out-of-scope State funding contributions using the out-of-scope fund account in the National Health 
Funding Pool Payments System. 

The NHFB and Administrator continue to meet with States to understand and improve the alignment 
of Service Agreements with estimated activity and funding to ensure the consistency and 
transparency of public hospital funding and services.  
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 Assessment of Maintenance of Effort 

The Administrator’s Annual Report 2024-25 on Maintenance of Effort has been 
assessed against each of the two approaches explained below. 

 Funding Contribution approach 
The funding contribution approach is calculated on the basis of actual ABF payments made 
through the Pool and has been applied to assess the funding contributions in 2024-25 compared 
to 2018-19. 

This approach is appropriate for assessing Commonwealth funding levels given that 
Commonwealth calculations are based on in-scope activities and all payments are transacted 
through the Pool. However, this approach does not necessarily provide a correct measure of 
State funding levels for in-scope activities for the following reasons: 

▪ Some States do not transact all ABF contributions for in-scope activity through the Pool. 

▪ Some States do not identify funding for out-of-scope activity transacted through the Pool. 

Work has continued over the last four years to support States in identifying circumstances 
where payments for in-scope activity have not been transacted through the Pool.  

Out-of-scope 

Out-of-scope activity is defined as non-hospital services or those public hospital services with 
a funding source other than the NHR Agreement. There are multiple funding sources for 
out-of-scope activity including the States (e.g. budget measures, correctional facilities), 
Commonwealth (e.g. Department of Veteran Affairs, Medical Benefits Schedule) and other 
third-party revenue (e.g. Workers Compensation, Motor Vehicle Third Party Personal Claim).  

There is no impediment to funding contributions for out-of-scope activity being transacted 
through the Pool but there is a need to identify these payments so these can be distinguished 
from in-scope activity. As highlighted, from 1 July 2022 a new fund account was established in 
the Payments System to support the identification of payments for out-of-scope activity. Some 
States do transact ABF contributions for out-of-scope activity through the Pool but are not 
identified as such. 
 
▪ In 2022-23, $383m was transacted through the Pool using the new out-of-scope fund 

account in the Payments System by QLD. 

▪ In 2023-24, $759m was transacted through the Pool using the out-of-scope fund account in 
the Payments System, with QLD transacting $683m and ACT transacting $76m. 

▪ In 2024-25, $848m was transacted through the Pool using the out-of-scope fund account in 
the Payments System, with QLD transacting $780m and ACT transacting $68m.  

Work will continue with the States to identify where out-of-scope funding is being transacted 
through the Pool as in-scope funding and transferring it to the fund account to improve the 
consistency and transparency of public hospital funding.  
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It should also be noted that Commonwealth NPCR funding for Victoria was previously 
transacted through the Pool as a Victorian State contribution and has been excluded from the 
State contribution figures for the purpose of assessing Maintenance of Effort.  

 Funding Entitlement approach 
To mitigate some of the issues highlighted in the Funding Contribution approach an alternative 
approach to calculating funding levels for in-scope activity was derived. The Funding 
Entitlement approach is based on using the NEP and actual in-scope public hospital services 
delivered in order to assess the relative funding entitlements of the Commonwealth and States 
in 2024-25 compared to 2018-19. 

The ‘Funding Entitlement’ approach is based on the following calculations:  

▪ Step 1 - Calculate the total funding envelope by multiplying actual in-scope activity  
by the NEP 

▪ Step 2 - Deduct the Commonwealth funding entitlement to derive the equivalent  
State funding entitlement. The Commonwealth funding entitlement is as advised by  
the Administrator and determined by the Commonwealth Treasurer.  

The Administrator based the calculation on the Independent Health and Aged Care Pricing 
Authority’s (IHACPA) NEP to create a consistent and comparable result between States, as well 
as between Commonwealth and State funding. 

Following the Annual Reconciliation, it will be necessary to check with States to determine if 
there was any additional in-scope funding provided to LHNs which was not transacted through 
the Pool. The Funding Entitlement approach focusses on actual services delivered, rather than 
estimated activity. 

The results for each of the two approaches is provided in Attachment A. 

  



 

Maintenance of Effort Report | 12 

 

 

 Next steps 

Whilst the Commonwealth and States have maintained levels of funding for public hospital 
services in 2024-25, at not less than the level of funding for 2018-19, there is further work to do 
to achieve improved consistency and transparency through: 

▪ ensuring accuracy and completeness of Service Agreements, including clear identification of 
in-scope and out-of-scope activity (A92) 

▪ ensuring the alignment of LHN Service Agreements and estimated activity and funding 
(A137, A143, E7(c) and E7 (d)) 

▪ understanding the use of and accuracy of State price and funding published in Service 
Agreements (A95) 

▪ ensuring all State ABF contributions for in-scope activity are being transacted through the 
Pool (A139) 

▪ identifying funding for out-of-scope activity transacted through the Pool (A139) 

▪ working with the Australian Institute of Health and Welfare (AIHW) and the Commonwealth  
and States to improve public hospital expenditure reporting for out-of-scope activity 
including third party revenue (A103). 

Once the above matters have been addressed, reliance can be placed on the Funding 
Contribution approach. Block funding can also be included in future assessments. 
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Attachment A 

New South Wales 
Administrator’s Annual 2024-25 – Maintenance of Effort 
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Victoria 
Administrator’s Annual 2024-25 – Maintenance of Effort 
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Queensland 
Administrator’s Annual 2024-25 – Maintenance of Effort 
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Western Australia 
Administrator’s Annual 2024-25 – Maintenance of Effort 
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South Australia 
Administrator’s Annual 2024-25 – Maintenance of Effort 
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Tasmania 
Administrator’s Annual 2024-25 – Maintenance of Effort 
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Australian Capital Territory 
Administrator’s Annual 2024-25 – Maintenance of Effort 
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Northern Territory 
Administrator’s Annual 2024-25 – Maintenance of Effort 

 

 


