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Dear Providers
This letter provides an update on the Independent Pricing Review (IPR).

In response to market feedback that, in some areas, price limits set by the NDIA required
more detailed consideration, the National Disability Insurance Agency (NDIA) Board
engaged McKinsey & Company in June 2017 to undertake an Independent Pricing Review
for the National Disability Insurance Scheme (NDIS). As the NDIS is rolled out across
Australia, the establishment of the IPR reflected the NDIA’'s commitment to developing a
vibrant provider sector that can provide reasonable and necessary supports to NDIS
participants to help them live a better life.

As part of this independent process, McKinsey & Company consulted with over 1000
individuals, held ten open forums, nine webinars, and 45 one-on-one meetings in the second
half of 2017.

The IPR was commissioned recognising the important role that price plays as a key driver of
value for participants, particularly during transition. In commissioning the review, it was
acknowledged that prices paid to providers must be sufficient to create adequate supply to
meet the short and longer term needs of participants. To that end, the IPR undertook
detailed analysis of provider economics, market development, and Scheme and sector data,
resulting in a deeper understanding of the complex environment in which providers operate.

In March 2018, the full IPR and the NDIA Response were published, including in principle
endorsement of the report’'s 25 recommendations. The NDIA response also outlined that
additional work was required prior to implementation for some of the more complex
recommendations.

The disability sector has welcomed the IPR’s message that close attention must be paid to
price, and in particular that action was needed to support providers during their transition to
the participant centred funding approach that is integral to the NDIS . The NDIA has
continued to engage and consult with providers about the impact of the IPR’s
recommendations, and has committed to communicate with providers and implement the
IPR recommendations in a thorough and timely way. Following those initial soundings, the
NDIA provided an update to the market in April, 2018 revising those recommendations that
would be progressed immediately and those where further work was required.

The NDIA now confirms the specific IPR recommendations that will be implemented for
2018/19 from 1 July 2018. These changes will give providers immediate support to meet the
challenges of transitioning to the participant centred NDIS funding approach.

Price limits for most supports will increase. For standard intensity attendant care supports,
price limits will include a new 2.5% loading, following the IPR recommendation to give
providers temporary support for their overhead costs (TSO). ‘Attendant care’ refers both to
assistance with daily personal activities and assistance with community participation.

The initial IPR recommendation was that this should be put in place for one year. However,

the NDIA Board has decided that this TSO measure will remain partially in place (at 1.25%)
in 2019/20, rather than be removed after 12 months as originally recommended. While this
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TSO loading is in place, the NDIA will continue to work to deliver initiatives which will reduce
provider administrative costs and deliver a better NDIS provider experience. Significant
progress has been made, with the NDIA delivering provider portal enhancements, payments
process improvements, and continuous development of helpful tools such as the provider
finder. The NDIA has clear initiatives for delivery over the coming financial year, which will
build on this work, and will also work with providers to help improve their efficiency.

New price limits will also take full account of growth in wage costs under the Social,
Community, Home Care and Disability Services Industry Award and the Equal Remuneration
Order. The cumulative impact of both is 5.14%. When combined with the TSO of 2.5% for
the year, this means that the price limit for standard attendant care supports will increase by
7.6% from 1 July 2018.

Group community participation supports will be converted to a new, consistent structure in
the NDIS support catalogue, to give providers and participants more clarity and flexibility.
Providers will also benefit from new price limits that recognise per-person costs when
delivering group supports, and include an allowance for capital costs when these supports
are delivered in a specialist centre.

New, more flexible arrangements for provider travel and appointment cancellations will also
be introduced from 1 July 2018.

To ensure that participants are not adversely impacted by this price increase and that they
can purchase their reasonable and necessary supports, the 1 July 2018 price limit changes
will be accompanied by automatic updates to participant budgets and service bookings.
These adjustments will reflect the additional costs that each individual participant will face as
a result of the increases in price limits. Other changes, such as for cancellation and travel
cannot readily be adjusted, but will be monitored closely for individual participants to ensure
they are not adversely affected.

Full details of all price limit changes are being published at the same time as this advice is
provided.

As advised in April, some other changes—originally envisaged to be implemented on July
1—will be delayed pending further consultation.

Specifically, this applies to therapy support. Therapy support is crucial for many participants,
and providers are responding to the opportunity that the roll-out of the NDIS provides. For
instance, while variations in growth rates occur among states and territories, in the year to
30 March 2018, the number of registered providers across Australia offering therapeutic
supports more than doubled from 3560 to 7161. Therapy providers are the single largest
group of registered providers in all states, other than Western Australia where many are
expected to register now that the NDIS is fully national.

However, based on therapy provider feedback since the IPR; the interrelationship of therapy
prices with the IPR’s recommendations in relation to pricing for complexity; and Western
Australia’s decision to join the NDIS, the NDIA has asked McKinsey & Company to ensure
the appropriateness of its therapy price control recommendations. The NDIA was particularly
eager to ensure that initial IPR recommendations captured differences among states,
including those with a substantial number of participants in remote areas, along with
differentiation by therapy types. For this reason, adjustments to therapy prices will only be
implemented after this work is complete and fully considered.

Page 2 of 7



Delivered by the

National Disability
Insurance Agency

This approach reflects the NDIA’'s commitment to working collaboratively with the sector to
deliver a strong, vibrant and innovative market for quality disability supports.

Following implementation of the first set of IPR recommendations, the NDIA will move
immediately to finalise the next set of recommendations, including therapy price limits and
complexity. Consultation with provider groups and experts from the sector in relation to
these recommendations will occur before implementation. We expect the outcomes of the
important work on therapy and complexity to be implemented in late 2018.

You can find more information relating to the implementation of IPR recommendations on
the NDIS website: https://www.ndis.gov.au/providers/independent-pricing-review.html.

Regards
Robert De Luca

Chief Executive Officer
National Disability Insurance Agency
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IPR Implementation

The NDIA confirms that the Independent Pricing Review (IPR) recommendations that will be

implemented for 2018/19, taking effect on 1 July 2018 are as follows:

e 4 - Regional Travel

¢ 9 — High intensity loading for centre-based activities
e 10 - Short Term Accommodation

e 14 - Temporary Support for Overheads (TSO)

e 15 - Cancellation policy for core supports

e 16 - Group supports

e 18 - Therapy Assistants (phase one)
e 19 - Therapy travel (phase one)

e 20 — Cancellation policy for therapy
o 21 — Reports requested by the NDIA
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Full details of these changes are available in the link to the 2018-19 NDIS Price Guide. Key
changes, to take effect on 1 July 2018, include the following:

e A TSO loading of 2.5 per cent will be applied to all standard intensity attendant care
price limits in the 2018-19 Price Guide.

o This measure will provide temporary financial relief for providers as they transition
to the NDIS funding approach of individualised participant packages.

o Half of this loading (1.25%) will remain in place during 2019-20.

o The loading will be removed in 2020-21, as an adjustment to the annual price

review.

o While the TSO loading is in place, the NDIA will continue to work on pathway
initiatives that will provide ongoing cost reductions and an improved and easier
experience for disability support providers.. Initiatives already underway or
completed include improvements to the provider portal, provider payments
systems, and helpful tools such as the provider finder.

Standard needs attendant care TSO for 12 Decision -
price limit per hour Without TSO months extended TSO
2017/18 $44.72 $44.72 $44.72
2018/19 $47.02 $48.14 $48.14
2019/20* $49.44 $49.44 $50.02

*The 2019/20 figures are projections only, assuming a 3.5% growth in Modern Award wage

levels on 1 July 2019.
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As in previous years, price limit increases for attendant care take full account of
growth in wages under the Social, Community, Home Care and Disability Services
Industry (SCHADS) Award as well as the Equal Remuneration Order (ERO) by Fair
Work Australia. This results in the following adjustments.

Component Cumulative
ERO 1 December 2017 2.27%
SCHADS wage growth 1 July 2018 3.50% 5.14%*
TSO (applies to standard intensity supports) 2.50% 7.64%

* See Appendix A for further detail.

Combined with annual ‘indexation’ adjustments to account for growth in provider
costs, this means that price limits will increase in 2018/19 by:

7.64% for standard intensity attendant care supports (including TSO),

5.14% for high intensity attendant care supports (TSO does not apply — see
Appendix A), and

2.1% for capacity-building supports, including therapy, based on growth in the
national Wage Price Index (these supports are delivered by highly skilled workers,
for whom the SCHADS award is not an appropriate reference).

Based on provider feedback, a new price limit will be added for Short Term
Accommodation (STA) to allow for a 1:3 support worker to participant ratio. The new
limit will be consistent with existing STA price limits, and will provide more flexibility to
providers and participants in making support arrangements.

Providers will be able to charge 90 per cent of the service booking price for short
notice cancellations, up to a maximum of 12 cancellations per year for core supports
and 6 hours per year for therapy.

New price limits will be introduced for both standard and high intensity community-
based group supports, to allow for support ratios of 1:4 and 1:5 (i.e.
worker:participant ratio).

A capital allowance will be included in the price limits for centre-based group care.

Therapy travel recommendations that will benefit providers will also be introduced
from 1 July 2018 (i.e. allowing providers to charge up to 45 minutes of travel time in
rural areas). More specific travel claiming arrangements for remote areas that were
flagged in the IPR (allowing travel costs on a quote basis) will be implemented as
soon as possible. In the meantime, travel cost arrangements for remote areas can
still be claimed, subject to explicit agreement by the participant in advance.

The implementation schedule for the remaining IPR recommendations remains as outlined in
the 24 April update (https://www.ndis.gov.au/news/ipr-implementation-update.html).

The NDIA is committed to ensuring that providers are supported as they transition from block
funding to the participant-led NDIS, and the eventual creation of a deregulated market for
services.

Participant Plans will be adjusted to match the indexation increases in price limits for
disability supports, ensuring participants will maintain their purchasing power for reasonable
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and necessary supports. The specific impact on each participant’s budget will vary,
according to the mix of supports that are reasonable and necessary for each individual.

Changes to the group support price limit tiers and cancellation and travel policies will not be
adjusted in participant plan budgets. While these changes will have a positive impact on
individual participants through increased flexibility, changes to support arrangements
between providers and participants will only come into effect through an individual
participant’s choice, making it difficult to make broader adjustments. The NDIA will monitor
cancellation practices, particularly in areas with high risk of cancellations and heavy reliance
on provider travel (e.g. participants living in regional areas). The NDIA will consider targeted
action if there is a risk to the delivery of reasonable and necessary supports, without the
need for a plan review.

The ‘Supported Independent Living (SIL) tool’, used to determine reasonable and necessary
support budgets for participants in shared accommodation arrangements, will be updated
before 1 July 2018. The new version, for use in 2018/19, will include specific changes to
provide for an ‘indexation’ adjustment of 5.14% to account for growth in wages. Consistent
with the IPR recommendation, the TSO will not apply to SIL calculations. Because the SIL
tool will be in use from July 1, there is no requirement for SIL benchmarks, and they will be
removed from the NDIS Price Guide.

Nonetheless, existing service bookings between providers and participants for SIL will be
updated as appropriate in the following ways:

o The NDIA understands that SIL providers will experience the same wage cost growth
on 1 July 2018 as other providers of attendant care supports, but may not have
factored this growth into their original quotes. For this reason, the NDIA is taking
steps to make sure that any SIL service bookings (and participant budgets) that
continue into the 2018/19 financial year are adjusted appropriately.

¢ In future years, SIL service bookings will not be subject to automatic updates to
account for inflation. Instead, the NDIA expects that SIL providers will use the
updated SIL tool to anticipate wage growth during the course of their service
bookings and factor in indexation as part of their quote.
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Price limits increase in the NDIS line with the increase in costs that providers face in
delivering different supports. For attendant care, most of the cost is driven by wages of
support workers, who are employed under the Social, Community, Home Care and Disability
Services Industry (SCHADS) Award. Their wages increase in line with national minimum
wage decisions and the Equal Remuneration Order (ERO). Some other costs that providers
face, such as overheads, increase at a different rate, typically in line with general measures
of inflation such as CPI. Combining these increases for different costs results in an
indexation adjustment to attendant care price limits of 5.14% in 2018-19. The following table

explains this calculation in detail.

Estimated Weighted
Components of cost growth Cost growth proportion of | average cost
costs growth
ERO 1 December 2017 2.27%
Labour
A. 5.8% C. 82%
cost SCHADS wage growth 3.50 ’ ’ 5.14%
1 July 2018 >
A*C+B*D
Other
0, 0, 0,
Cost CPI 1.9% B. 1.9% D. 18%

Combined with annual ‘indexation’ adjustments to account for growth in provider costs, this
means that price limits will increase in 2018/19 bhy:

o 7.64% for standard intensity attendant care supports (including TSO),

o 5.14% for high intensity attendant care supports (high intensity supports will be
addressed by more specific IPR recommendations, so the IPR recommended that

the TSO apply to standard intensity supports only), and

o 2.1% for capacity-building supports, including therapy, based on growth in the
national Wage Price Index (these supports are delivered by highly skilled workers,
for whom the SCHADS award is not an appropriate reference).
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