Maximise
your IPA claim

Awhite paperto help providers
manage compliance and improve
cashflow underthe IPA changes

KiayaCare | redmap

Let’s go!



Introduction

Since the Australian Government announced the Improved Payment Arrangements (IPA) forHome Care
Packagesinthe 2019-20 Budget, we have witnessed businesses around Australia struggling to navigate the
new requirements.

While the premise of additional transparency and accountability to ensure that aged care clients’ needs are
metis sound, the legislation requires a dramatic shift in the internal processes of service providers. The
industry is already facing a number of issues, as highlighted by the final report from the Royal Commission
into Aged Care Quality and Safety. Among these were inadequate resources, a lack of funding being linked
to underpaid and overworked staff, and insufficient technological innovation to enhance efficiency.

There are real concerns about whether the IPA changes will lead to a consolidation in the market, with smaller
players being overwhelmed by administration and cash flow issues. We are hearing from clients that many
organisations are reviewing whetherit is viable to continue to operate within the community care space.

Given the importance of this service, which allows older Australians to remain within their own homes for
longer, AlayaCare and Redmap have compiled this guide to help you to manage compliance and cash flow
under the new order. We wanted to give organisations practical tips and advice that you canimplement
internally.

In this white paper, we will be covering:

Key takeaways:

The business challenges driven by the
Improved Payment Arrangements for
Home Care

The critical internal process changes
needed to navigate these changes

Best practice to maximise your IPA claim
and maintain a steady cash flow

Maximise your IPA claim

Up-to-date price lists and consistent
booking systems will be essential to avoid
revenue leakage

Organisations should claim servicesin the
month that they delivered the service

Automated syncing of invoices with care
events will be crucial to ensuring that all
client spendis claimed

What are the challenges?
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The Challenges Raised by IPA

The primary challenge that we are focusing onin this paper is how providers process claims for third
party providers. We will be addressing how you can overcome the following topics to keep your back
office running smoothly while you focus on providing care for your clients:

_faﬂ Managing Cashflow Bg. Reconciling vendor invoices with claims
i‘?] Compliance and reporting ‘ . Minimising the additional administration
“It’s tough because the case managers suddenly need “When we first heard about the changes, we were concerned
to be involvedin the finances as well. The whole sector that this may be the end for some of the smaller providers,
is going to struggle, and we believe that cash flow will because it requires such ahuge change to internal processes
tighten,” explained myHomecare CFO, Arthur Zouras. and creates a massive administrative challenge.” Annette Hili,
“The whole market has underestimated the impact.” GeneralManager ANZ for AlayaCare.
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Managing
Cashflow
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Managing Cashflow

ﬂfnﬂ Managing Cashflow

Untilthe introduction of Phase 1of the changesin June 2020, providers have relied heavily
onreceipt of the Government subsidy in advance to ensure steady working capital.

While you may have needed to account for services provided to new consumers while awaiting the
Government subsidy, for the most part, home care providers have been able to rely on this payment to

ensure ongoing liquidity.

With the move towards payments being made in arrears, a dramatic shiftin cash flow has already been felt
across the industry. To minimise the financial pressure on your organisation, we have compiled a number of

recommendations.

Management of your internal price list

The management and updating of the care types and services you offer to clients, and the associated
costs forthem, are now more critical than ever before. Under a block funded structure, anincorrect
selection of care types for a client would not have impacted the funding received. However, doing so now

willmean losing revenue.

L

To maximise your claim and minimise additional administration, you need to review your price list

every six months, particularly for major vendors. Erroneous pricing in the system will result in

unnecessary adjustments.
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Managing Cashflow

Pre-booking of care events

Of the home care providers that we interviewed in Brisbane,
Sydney and Melbourne, less than 25% of external care services
were pre-booked via the client care software.

From an administrative perspective, booking care events within client management systems may be the
biggest challenge for service providers under the new legislation. Most of the client services invoiced are
high frequency and small-dollar values; $40 for lawn mowing, $50 for a meal delivery service, and $80 each
week fora cleaning service. The process of logging into the care system, creating a care event and then
accruing it at the end of the monthis a sizeable workload for care managers, who are already time-poor.
However, itis exactly what needs to happen and providers need to find ways to accomplish this.

A move to pre-booking care activities will provide the providers with several key benefits:

1. bettervisibility of the available budget for that client

2. asetofeventsthat canbe claimed at month-end, regardless of theirinvoicing status

3. aneventtowhich avendorinvoice may be matched

i= MaximiseyourlPAclaim / Managing Cashflow © AlayaCare & Redmap 2022 page 6



Managing Cashflow

Approval of care events that were delivered

As a care provider, you most likely have current practices in place for time keeping and billing of care
resources delivered viainternal resources. We recommend that the same practices are implemented for
the services that are delivered by third parties. Pre-booking will provide you with an event to approve in the
month that it was delivered and willmean the funding required to cover the costs can be claimed, regardless
of whether the vendor has invoiced ornot.

Some of the leading client management systems in the care market, including AlayaCare, allow you to
automate the approval of these visits. In this scenario, care providers can set pre-defined rules that allow for
automatic approval of visits, removing the need for manual approval. This option is known as Electronic Visit
Verification (EVV). Using EVV ensures the visitis approvedin the monthit is delivered, while saving
considerable staffs costs.

L

If the care system you are using does not support this automated visit approval, you will need to
consider additional headcountin the team to manage the approval and accrual of open events at
month-end. Depending on your organisation, this could be a shared service, for example, an
administrative role that manages the internal team’s timekeeping as well as approval and accruals.

Roles andresponsibilities

If any date changes or Month-end the visits are
) Care manager . . L
\@; D> cancellations occur, care D> approved, evenif the invoice
books event .
& manager makes changes has not beenreceived

v A
@ Claim for care event Wheninvoice is received from vendor, it is crossed
submitted to Service checked against the claim and any additional charges are
Australia taken up e.g. 90min appointment instead of 60min

Risk Mitigation

o=

Whenyou use AP Automation, the last step in this process occurs automatically. This step is crucial to
ensuring that you claim the total cost of services as per the invoice. Using automation also eliminates
therisk of human error as the software will always pick up variations in the invoice vs the claim.
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Managing Cashflow

Invoice Approval

Leveraging an Accounts Payable Automation tool to manage your invoice approvals will be critical for
those providers that deliver a material portion of their overall care via third parties. AlayaCare and Redmap
have integrated their solutions to enable the invoice to be automatically matched to the care events and
presented to the appropriate person to simplify invoice approval.

Thisintegration includes checking the invoice value against the cost claimed and managing adjustments

where they don’t match.

\ 4

Invoiceis
< checked for
L) errors
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Invoiceis
routed for
approval
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)

Invoiceis
coded to
the ERP

L

A’lka*yaCare

—> Client centric invoices are
routed to AlayaCare

Consider the business case foran Accounts Payable Automation tool to minimise administrative
stress on the team and ensure that all third party invoices are claimed.

“The only way that organisations are going
to successfully navigate these changesis
by proactively finding ways to protect
their cashflow.”

Dinuke Christie-David - Chief Financial Officer for Ozcare
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Managing Cashflow

Why you should claim services
inthe month they are delivered

For the leadership team of any aged care provider, there is a commercial imperative to understand your cash
position and ensure the business remains solvent while catering to the needs of your clients. This commercial
imperative will be the driving force behind all internal changes relating to the IPA legislation. The area that will
have the mostimpact onyour cash flow will be when and how you claim services.

There are two workflow options available:

s N
@® 1. Process the claim for servicesinthe Extended cashfiow gap
month that the invoice for that service MOT oW T F s s
isreceived M1z 3 4 5 8
7 8 9 10 n n 13
Many providers have been selecting this option, theoretically 1“4 1B 6 171819 20
minimising the need foraccruals and adjustments. However, this 21 22 23 24 25 26 27
approach couldresultin a 20 to 30-day cashflow gap between 28 1 2 n 4 5 6
payment and claiming opportunities under the new guidelines. 7 8 9 n no12 13
14 15 16 17 18 19 20
- 21 22 23 24 25 26 27
» Serviceis deliveredin Feb. » Vendorinvoices 3¥March, « Provider submits 28 29 30 3 1 2 8
vendor terms are 7.days and March claim on 4" April n 5 ‘ ; n 5 o
ey REniD e Eea « Service Australia pays
« Payment occurs on10""March on the 8™ April n L
N\ _/
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Managing Cashflow

e N
— 2.Process the claimforservicesinthe Positive cashflow
month that the service is delivered MOT oW T F s s
31 1 2 3 4 5 [
This second approach, whereby the provider processes the 7 8 9 00 n 13
claim within the monthitis delivered, has met with some “ 1B % 17 18 1 20
resistance in the industry. 2 22 23 24 25 26 27
Service providers are concerned that the Care Managers are o ' ﬂ |
already stretched and asking them to book all external events may X 7 n ’ ﬂ torw )
be too much of a burden. We have heard that providers are
worried about managing potential variances between what was « Service is deliveredin February
booked and what was billed. Visitis approved in February

« Vendorinvoices 3¢March

While claiming in the month that the service is delivered may mean « Provider submits February claim 4% March

that an adjustmentis required when the invoice isreceived, it has « Service Australia pays 8% March
significant benefits for your organisation’s cashflow. « Payment occurs 10" March to the vendor
When comparing the two options on a small scale, the difference Cashflow comparison

may seem insignificant; however, on average we find that 18% of all
invoices received in amonth are waiting for approval at any one
time. We also see that 15% of allinvoices arrive in the first 2 days of
the new month and that many of these invoices are monthly

. . o
accounts. What this means is that greater than 18% of the monthly so0ays (| 20avs
spend will be awaiting approvalin the first week of the new month.
1.Wheninvoice 2.When service
i ived is delivered
These figures are based on our Aged Care Customers who have 'S;‘fgf;fs 'spi,'cfsri

automated. There is no doubt that the number of invoices waiting
to be approved for those that are stillusing manual systemis
higher, magnifying the impact.

In the new IPA world, where the business is busy trying to submit
their claims as soon as possible, those invoices that remain
unapproved at time of submission must wait another month for
payment. The questionis, what impact will that have on your
vendor relationships when the average payment termin the
aged care spaceis11days?

cuorce S

The government’s guidance is as follows: “Providers should receive and accept a quote for these
services and can claim these in the month the service was delivered. If at a later point, the provider
receives aninvoice fora higher orlower amount, they will be able to correct this by adjusting the price
ina future month’s claim.”
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Managing Cashflow

-
The 70-day rule Lostrevenue
M T w T F S S
A70-day limit willnow apply to retrospective changes afteraclient’s o o a1 . s .
departure. This limit applies to events and claims for the care recipient. .. N
From a practical perspective, it is not uncommon to see invoices BB BB E
beingissued 60-90 days aftera service has been delivered. 19 20 21 22 23 24 25
Let’s look at a scenario where this occurs. 26 27 28 29 30 1 2
2 4 5 [ 7 8 9
In this scenario, the provider has decided to submit claims on the
10 n 12 1S 14 15 16
month that they RECEIVE the invoice. But unfortunately, by the time
17 18 19 20 21 22 23
the invoice arrives, the client has changed home care providers and
" . . 24 25 26 27 28 29 30
it’s too late for the provider to claim those costs.
31 1 2 3 4 5 6
® 7 8 9 10 M 12 13
14 15 16 17 18 19 20
» Judy’slawnis mown 7th September « Vendoris busy and takes 90 days to
« Judy changes community care providers invoice - invoice issued 6" December 7 2o e am e
1stOctoberbecause her friend Sue o Provider submits claim 4t January 28 29 30 1 2 3 4
recommended someone else » Service Australiarefuses to reimburse 5 n 7 s 9 10 1
15" November, 70 day window closes provider due to 70-day rule
12 13 14 15 16 17 18
n a n . . . 19 20 21 22 23 24 25
By processing the claimin the month that the service is delivered,
. . .. . 26 27 28 29 30 31 1
home care providers will maximise their cash flow on a month-to-
month basis and minimise revenue leakage from the 70-day rule. 2 ﬂ cor e
g
Ensure that your new internal workflow involves claims being
submitted the month that the vendor delivers that service.
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Managing Cashflow

Unspent funds $ per client (Trend Analysis) $9 901

$7,904
$6,827

$5,412

$3,316

Dec 2016 Dec 2017 Dec 2018 Dec 2019 Dec 2020

Figure 31: Survey Average Unspent Funds per client trend analysis from Dec-16 to Dec-20

Overcharging and Undercharging the
Income Tested Fee

According to the Aged Care Financial Performance Survey (ACFPS) from Stuart Brown, there has been
reluctance amongst providers in previous years to charge the Basic Daily Care Fee and Income Tested Fee.

With the introduction of IPA, providers need to be careful how they are managing theirIncome Tested Fees
(ITF). Historically many providers have chosen not to charge this fee, however, the new model deducts the
ITF from the claim. This change means that unless the client has a provider-held care recipient balance from
which to deduct the ITF, the provider will have to cover this fee from retained earnings. Once the care
recipient balanceis depleted, not charging the ITF willimpact the providers retained earnings.

Quote j

“Anotherrelatedissueis that due to the highlevel of unspent funds per care recipient, thereis a
reluctance by some providers to levy (and consumers to be charged) a client contribution (basic
daily care fee), as it would effectively only add to the quantum of unspent funds.”

Page 45, Aged Care Financial Performance Survey Sector Report (December2020) © 2021 StewartBrown
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Reconciling vendorinvoices

8-E - . . . .
598 Reconciling vendorinvoices with claims

Once you have established yourinternal process regarding the timing of claims, how to reconcile
overorundercharged Income Tested Fees, and managing package overspend, you will need to
considerreconciling vendorinvoices with Service Australia claims.

This reconciliation at the end of each month will be a crucial step to ensure that you remove the risk
of lostrevenue. Lost revenue could occur where the vendor has increased their prices, the service
delivered has takenlonger than anticipated, resulting in a higher fee, or a care event has not been
bookedinto the system properly against a client account.

The different scenarios you might face at month-end

During this process, you willneed to review open care events scheduled for the current month and
approve those delivered. There have been numerous concerns over this component of the process,
with organisations asking questions such as:

it 'H R

How do I control the What if the vendor How do | avoid Whatif I[want to

invoicing process charges me for%0 double deducting create the event but
whenusing accruals minutes instead of from the client’s don’tknow the cost
to claim care events? 607? budget? attime of booking?

Let’s run through three possible use cases to look at best practices for approaching these scenarios.
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Reconciling vendorinvoices

Use Cases

Visit Verification - Matched Visits

The invoice received matches the care eventin the client care
system and there is no variance.

In this scenario, the event was scheduled appropriately in the system,
against the correct client account, for the correct amount. The dollar
value on the invoice matches the dollar value in the care system, and
therefore the invoice can be reconciled automatically.

Client Invoice Verification - Approved Visits

The invoice received matches an approved care event in the client
system, however, there is a variance in price. For example, the
vendor has charged 90 minutes of work instead of 60 minutes,

so the amounts DO NOT match.

The invoice will be compared to the care event to which it matches
and where there is avariance, an event to take up the difference will
be automatically createdinthe client schedule. The process of
approving thisinvoice, which needs to be done regardless of the
systemsinplace, willmanage the variancesin an automated fashion.

Visit Verification - Unscheduled Visits

Aninvoice does not have a corresponding care event, perhaps
because the client managed the appointment themselves.

In this scenario, an automated system will pick up the disparity and
create the event against the client’s account, removing the risk of
lostrevenue.

Next: Compliance & Reporting
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Compliance andreporting

TE;I Compliance and reporting

Akey concernraised by the Royal Commission highlighted that many of the current
systems are designed to support specific administrative, financial or program-centric
requirements and are not focused on the personreceiving care.

The very nature of home care presents a variety of challenges whenit comes to accurately recording and
sharing ongoing health data. Multiple staff are completing home visits and need to update and synchronise
client filesin a timely fashion, to ensure an accurate and real-time record of care.

From a provider’s perspective, having arobust client care system that enables on-the-go scheduling,
documentation and administrative capabilities and intuitive support tools is crucial. Anintegrated all-in-one
solution canimprove the care experience foremployees and clients alike.

When you are choosing a client care system, here are some of the elements to look for:

Real time access to the client's clinical and historical information at the point of care

Intuitive financial management tools, business intelligence, and billing solutions

Intuitive budget, financial and plan management tools, business intelligence, and billing solutions

Integrated scheduling options for all types of visits whetherindividual or group activities

Offline access to critical clinical forms

Ability foremployees to edit availability and respond to offers of work

Internal Visibility and Reporting

Quote j

“We ran areport for one of our clients afterimplementing Redmap’s AP Automation and discovered that
they had $7 million of invoices sitting in transit waiting to be approved and processed. That is $7 million
that, without automation or digitalisation of invoices, is sitting on client care manager’s desks,
unaccounted for.” BenWoolley, Redmap CEO

Under the previous system, where providers received a bulk client payment, transparency into the month-to-
month outgoing costs was not imperative as the organisation could be confident that they would remainina
cash positive position.

According to the Stewart Brown Aged Care Financial Performance Survey (ACFPS), home care
organisations were spending 84-90% of client budgets between Dec 2016 and Dec 2020.

Therefore, organisations can expect areduction of 10-16% in client funding on average, making visibility
of accounts payable crucial for the finance and management team.

/  Compliance andreporting
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Revenue Utilisation

These charts from the Stewart Brown Aged Care Financial Performance Survey (ACFPS),
demonstrate the compoundingissue surrounding unspent funds and revenue utilisation.

Home Care

With a payment-in-arrears funding model, anintegrated system ensures you are not losing revenue.
Using a systemintegration such as AlayaCare and Redmap ensures that each care visitis logged,
verified, checked off against the appropriate invoice and claimed from the government seamlessly.

Audits

For organisations using a paper-based system, pulling together paperwork for an audit, an Aged Care
Financial Report (ACFR), oran Annual Prudential Compliance Statement (APCS) is a time-consuming
process of digging through filing cabinets. Paper-based files are also vulnerable to loss or damage
fromfloods, fires, and natural degradation.

By automating your AP system, arecord is automatically logged of every invoice processed, making
record-keeping simple and straight-forward. The records are backed up and easy to search and
accesswhenyouneedthem.
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Minimising
Additional
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Index

Manual and Paper Based Processes

The business case for automation

The pandemic’simpact on Accounts Payable

AP Automation
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Minimising Additional Administration

Minimising Additional Administration

One of Commissioner Briggs’ recommendations in the Royal Commissioninto Aged Care Quality and Safety
was the need forinvestment in technology to ensure relevant administrative datais available to providers.

With the IPA changes, providers have a greater onus to track and record granular data, and this need
becomes more urgent.

Manual and Paper Based Processes

According to a 2021 Billentis Market Report for elnvoicing, 70% of all
invoice processing globally is still paper-based.

The downsides of paper-based processes will only be exacerbated
by the IPA changes, with the following risks associated:

e Errorsintranscribing datainto the system

e Lostpaperwork

o Delaysinprocessing of claims by Service Australia, with paper
claims taking one week longer to be returned

O ® _ .
Next: The business case for Automation

Maximise yourIPAclaim / Minimising Additional Administration © AlayaCare & Redmap 2022 page 20


https://redmap.com/reference/ipa-aged-care/royal-commission-aged-care-final-report-volume-1_0.pdf
https://redmap.com/reference/ipa-aged-care/The_einvoicing_journey_2019-2025.pdf

Minimising Additional Administration

The business case for automation

In 2020, 29% of APAC businesses reported that they had fully automated at least one function.

https://www.mckinsey.com/business-functions/operations/our-insights/the-imperatives-for-automation-success

Companies across allindustries are implementing automation, particularly for repetitive, high volume
administrative tasks. Some of the critical drivers forautomationimplementation cited by business leaders
include cost reduction, risk mitigation, a boost in productivity and ensuring your organisation is competitive
within the market.

Automating Business Processesis Vital

98% of the PMG survey respondents said the automation of
business processesis essential to driving business benefits.

ClOinsight

https://www.cioinsight.com/enterprise-apps/automation-of-business-processes-drives-benefits/

For sectors including home and community care,
the Accounts Payable workflow presents a strong business
case for automation.

With the average cost of processing a single invoice sitting at $10.89 ‘
(including technology, labour and other overheads) and the high ‘ ®
volume of invoices in any given month, organisations canrealise

a quick time to value for an AP Automation project.

https://redmap.com/reference/ipa-aged-care/Ardent-Partners-AP-Metrics-that-Matter-2021.pdf

Next: The impact of the pandemic
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The impact of the pandemic
on Accounts Payable

COVID-19 and the rapid shift to stay-at-home work have also been catalysts to accelerate the
implementation of automation. 97% of AP departments reported that they were affected by the pandemic.
The time and cost of processing manual checks, managing vendor payment/banking details, and gaining
timely approval of invoices and payments were listed as the primary challenges. However, those who had
implemented AP automation were better prepared to work in a decentralised environment.

@é

A0 N af

3% 69% 23% 5%

Little to No Impact Fair/Some Impact Significant Impact Extraordinary Impact

https://redmap.com/reference/ipa-aged-care/ArdentPartners-StateofePay2018-FutureAP-Metaviewer-FINALT.pdf
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AP Automation

The AP automation marketis anticipated to experience significant growth over the next few years,
with the increased demand for AP automation driven by the following overarching strategic priorities:

1. Agrowing focus onspend analysis

2. The need forbetter control over financial data

3. Adrive to facilitate better supplier relationship management

Figure 16: Asia Pacific to withess the highest growth during the forecast period

Source: Secondary Literature, Expert Interviews, and MarketsandMarkets Analysis
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As was highlighted in the Royal Commission findings, the aged care sectoris a late adopter of technological
innovation to drive efficiency. This being said, we are predicting that providers will see the IPA changes and

Support at Home Program as a key driver to implementing back-office automation.

With the ageing population, the declining ratio of workers to retired Australians, and longer life expectancies,

the gap between demand and supply foraged care workers is expected to increase. For companies to

compete and thrive in this challenging market, they must optimise internal processes for efficiency wherever

possible.
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https://mccrindle.com.au/insights/blogarchive/demand-vs-supply-australias-aged-care-puzzle/
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GROWING NEED

IN THE NEXT 30 YEARS AUSTRALIA WILL HAVE
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Conclusion

The IPA changes represent amonumental shift within the industry. As home and community care providers
navigate the new requirements, effective working capital management will be necessary to avoid disruption
to service delivery. The potentialimpact on cash flow and liquidity will seriously impact many providers’
viability and, consequently, the different home and community care options available.

Organisations will need to be proactive in their approach and use these legislation changes as a catalyst
to leverage technology and processes that drive efficiency, deliver visibility, and better serve the clients.
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