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INTRODUCTION 

The National Disability Insurance Scheme (NDIS) was passed into law in early 2013. The 
arrangements for financing the NDIS are complex and are not brought together in the 2013-
14 Commonwealth Budget papers.1 This Bulletin briefly collects and connects available 
information on NDIS financing arrangements.  
 
First, arrangements covered in the 2014-15 Budget Papers are described. These cover 
years up to 2017-18, the period of the Forward Estimates in the 2014-15 Budget. 
 
There are two series of agreements between the Commonwealth and the States and 
Territories (hereafter collectively referred to as ‘the States’).  
 
The Commonwealth is meeting all NDIS expenses. In 2014-15, these expenses are 
relatively low, given the NDIS is being progressively rolled out only at trial sites. These 
expenses grow over following years (Table 1). The States have agreed to make payments to 
the Commonwealth to meet a proportion of each year’s expenses, rising from 39% in 2014-
15 to 53% in 2017-18. These payments are specified in two series of Commonwealth / State 
agreements. The first series are Bilateral Agreements 2 for the NDIS Launch, which cover 
arrangements for trail sites. The second series are Heads of Agreements 3 which cover the 
later rollout of the full NDIS. Both series contain a set of specific financial obligations for each 
tier of government. 
 
To provide a source of revenue for the NDIS, the Commonwealth has introduced the 
DisabilityCare Australia levy from 1 July 2014. This is set at 0.5% of taxable income, and is 
administratively combined with the long established Medicare levy. A share of the levy is 
reserved for the States, starting at 23% in 2014-15 and declining to 22% in 2017-18 (Table 
2). This State share is not paid immediately to the States, but held by the Commonwealth for 
later release, subject to conditions (Table 4).  
 
DisabilityCare Australia levy income far exceeds expenditure from the levy for several years, 
resulting in a build up of surpluses to meet future expenses (Table 3 shows the 
Commonwealth share of surpluses, Table 4 the States’ share). These surpluses are held by 
the Commonwealth and are invested by the Future Fund Board, with investment income 
added to the surpluses. 
 
The last piece of the financing jigsaw up to 2017-18 is repayments of disability related 
Specific Purpose Payments (SPPs) by the States to the Commonwealth. As people who 
have been covered by existing disability services move to the NDIS, the corresponding 
proportion of the SPPs are to be repaid to the Commonwealth 
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To make sense of this web of arrangements, the paper draws together data from the 2014-
15 Budget papers and the  Commonwealth/State agreements to show NDIS expenditure and 
income up to 2017-18. 
 
The second part of the paper examines financial arrangements in 2018-19 and 2019-20 (the 
NDIS is to be fully in place in the latter year). The 2014-15 Budget Papers do not cover these 
years. Information from the Australian Government Actuary’s 2012 report on the financing of 
the NDIS 4 is used to make estimates for expenditure and income in these years.  
 
Overall, the analysis shows the significant surpluses that arise up to and including 2017-18. 
In following years, as the NDIS is fully rolled out, the paper charts the net financial impact  on 
the Commonwealth Budget in 2018-19 and, most significantly, 2019-20. The paper 
concludes with discussion of some implications of these financial arrangements for rollout of 
the NDIS, including its administration and policy development. 
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FINANCING MECHANISMS FOR THE NDIS AND DATA SOURCES 
NDIS expenses are entirely paid by the Commonwealth, through the NDIA. Funds are 
provided by Commonwealth appropriation. 

From 1 July 2014, the Commonwealth collects the DisabilityCare Australia (DCA) levy, 0.5% 
of taxable income. The levy is an extension of the Medicare levy (1.5%). The DCA levy is 
paid into the DisabilityCare Australia Fund (DCA Fund), which is invested by the Future 
Fund Guardians. $825M of the DCA levy proceeds (just less than 25%) is reserved in 2014-
15 to assist the States and Territories meet their NDIS obligations over time; this amount will 
be indexed in future years at 3.5% per annum. The Commonwealth releases this funding to 
the States and Territories as they meet their obligations in relation to the NDIS.    

The Commonwealth/State agreements provide for the States to make payments to the 
Commonwealth to offset the Commonwealth NDIS expenses. 

The Commonwealth/State agreements for initiating the NDIS provide for the States to repay 
a portion of their Specific Purpose Payments (SPPs) received from the Commonwealth in 
respect of disability, as the NDIS progressively reduces the proportion of services for people 
with disability that are financed through the existing arrangements. 

The paper gathers detail from across the 2014-15 Budget papers 1 on each of these sources 
of financing, over the period of the Forward Estimates (2014-15 to 2017-18) and for 2018-19 
and 2019-20. It also draws on the Bilateral Agreements for NDIS Launch between the 
Commonwealth and various State and Territory Governments 2 and the Heads of Agreement 
between the Commonwealth and the various State and Territory Governments on the 
National Disability Insurance Scheme  3. Estimates made by the Australian Government 
Actuary are also used 4. 

RESULTS: 2014-15 TO 2017-18 (FORWARD ESTIMATES PERIOD) 
The Commonwealth provides funding for all NDIS expenses, but its net share is reduced by 
State payments to the Commonwealth each year. Table 1 shows the estimated 
Commonwealth expenses for the NDIS from 2014-15 to 2017-18, as well as the share of 
these expenses that will be offset by State payments to the Commonwealth under the 
various Commonwealth-State agreements, and the resulting net Commonwealth share: its 
actual financing load. 
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TABLE 1: 2014 Budget: NDIS expenses 

 Total expenses 
$M 

States’ share 
    $M              % 

Cwlth share 
     $M               % 

2014-15 673    265             39      408             61 

2015-16 1,105    491             44      614             56 

2016-17 4,196 2,096             50   2,100             50 

2017-18 11,161 5,961             53   5,200             47 

 

Source: 2014-15 Budget Paper No 1, Statement No 6, Table 9.2 and P6-27 
 

Expenditure grows slowly at first while only trial sites are in place, then accelerates as the 
rollout accelerates in 2016-17. The States’ share of expenses reaches 50% that year 

Table 2 shows the estimated receipts from the DisabilityCare Australia levy from 2014-15 to 
2017-18, as well as the fixed amount of the levy receipts that are reserved for the States and 
Territories and the remainder that is available to the Commonwealth to offset its NDIS 
expenses. 

TABLE 2: DisabilityCare Australia(DCA) levy 

 Total DCA levy 
Income (1) 

$M 
States’ share (2) 

$M 
Cwlth share 

$M 

2014-15 3,540 825 2,715 

2015-16 3,790 854 2,936 

2016-17 3,972 884 3,088 

2017-18 4,163 915 3,248 

 
Source: 
 (1) 2014-15 Budget Paper No 1, Statement 5, Table 8, P5-18 (25% of Medicare and DisabilityCare  Australia 
Levy receipts)  
 (2) 2014-15 Budget Paper No 3, P 52 
 

The DCA levy came into force on 1 July 2014 and is set at 0.5% of taxable income, making 
the total levy for Medicare and the NDIS 2%. While the NDIS itself is being implemented first 
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at trial sites, and then rolled out in full over 2016-17 to 2018-19, the levy income is received 
in full from its first year. The result is a build surplus funds over the early years of the levy. 

Table 3 shows the build up of surpluses in the DCA fund that arise from the 
Commonwealth’s portion of the DCA levy receipts less the Commonwealth’s share of total 
NDIS expenses each year, plus the Commonwealth share of the earnings on the 
accumulated balances in the DCA Fund. 

 

TABLE 3: DCA Fund: Commonwealth share 

 DCA levy 
Cwlth share 

$M 

NDIS Expenses  
Cwlth share 

$M 

DCA Fund  
Earnings(1) 

$M 

DCA Fund 
Cwlth surplus 

$M 

2014-15 2,715 408 58 2,365 

2015-16 2,936 614 176 4,863 

2016-17 3,088 2,100 268 6,119 

2017-18 3,248 5,200 257 4,424 

 

Notes: (1) DisabilityCare Australia Fund earnings assumed at 5% pa; 6 months earnings assumed in year of 
collection 
 

Table 4 shows the build up of surpluses in the DCA Fund that arise from the States’ share of 
the DCA levy less the payments made to the States from the DCA Fund, plus the States’ 
share of the earnings on the accumulated balances in the DCA Fund. The surplus is held by 
the Commonwealth. 
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TABLE 4: DCA Fund: States’ share 

 DCA levy  
States’ share 

$M 

Payments 
to  States(1) 

$M 

DCA Fund  
Earnings(2) 

$M 

DCA Fund 
Surplus(3) 

$M 

2014-15 825 Nil 21 846 

2015-16 854 83 62 1,679 

2016-17 884 207 101 2,457 

2017-18 915 317 138 3,193 

 

Source: (1) Budget Paper No 3, P 52 (includes allocation for WA) 
 (2) DisabilityCare Australia Fund earnings assumed at 5% pa; 6 months earnings assumed in year of 
collection 
 
Note:     (3) Notional States’ share, but held by Commonwealth 
 

Tables 3 and 4 show the rapid build up of surpluses, all of which are held by the 
Commonwealth and invested by the Future Fund Board. Investment earnings (estimated at 
5% pa) are added to the surpluses.  

Table 5 shows the estimated repayments of a portion of Specific Purpose Payments in 
respect of disability as the NDIS is progressively rolled out. These SPPs continue throughout 
the period of the Forward Estimates, and the repayments reflect the decreased load on 
existing services as clients transfer to the NDIS. 

TABLE 5: SPP repayments to Commonwealth 

 
Repayments(1) 

$M 

2014-15 21 

2015-16 61 

2016-17    71(2) 

2017-18 NA 

 
Source: (1) Bilateral agreements for NDIS Launch 
             (2) ACT and NT agreements did not specify repayments 
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What is the impact then of the NDIS on the Commonwealth Budget year by year? Table 6 
shows the annual net income/expense to the Commonwealth in relation to the NDIS. This 
adds the annual net additions to the DCA Fund balances (from Table 3: DCA levy 
Commonwealth share minus NDIS expenses; and Table 4: DCA levy States’ share minus 
Payments to States), DCA Fund earnings (from Tables 3 and 4) and SPP repayments (Table 
5). 

The annual net income / expense represents the net impact on the Commonwealth 
surplus/deficit in each year. 

TABLE 6: Annual Net Income  

 
Annual NDIS ‘surplus” DCA Fund SPP Net income 

 DCA Cwlth 
(Table 3) 

$M 

DCA States 
(Table 4) 

$M 

Earnings 
(Tables 3&4) 

$M 

Repayment 
(Table 5) 

$M 
(annual) 

$M 

2014-15 2,307 825 79 21 3,232 

2015-16 2,322 771 238 61 3,392 

2016-17 988 677 369 71 2,105 

2017-18 -1,952 598 395 NA -959 

 

Table 7 brings together all the funds available to the Commonwealth to meet NDIS expenses 
each year: the DCA fund accumulated surplus (both Commonwealth and States’ share, 
Tables 3 and 4), and the annual SPP repayments (Table 5).  

TABLE 7: NDIS surpluses (end of year) 

 DCA Fund 
Cwlth 

M 

DCA Fund 
States 

$M 

Repayments 
SPPs 

$M 
Total 
$M 

2014-15 2,365 846 21 3,232 

2015-16 4,863 1,679 61 6,603 

2016-17 6,119 2,457 71 8,647 

2017-18 4,424 3,193 NA 7,617 
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RESULTS: 2018-19 
The 2014-15 Budget Papers contain no estimates for NDIS expenses in 2018-19 or later 
years, nor any information on how these expenses will be financed. Estimates can be 
constructed from available information, and obviously reflect the sources and necessary 
assumptions.  

The Heads of Agreement between the Commonwealth and the States/Territories referred to 
earlier 2 set out the expected NDIS expenditure and related financial arrangements for 2019-
20. The Bilateral Agreements 3 cover the years up to and including 2017-18. Arrangements 
for 2018-19, the last year of the roll-out process, are not specified. 

An estimate of Commonwealth expenses in 2018-19 therefore has been made by 
interpolation between the 2017-18 amount in the Forward Estimates ($5,200 million, see 
Table 1) and estimated outlays in 2019-20, $10,686 million  (see the discussion of 2019-20 
below for derivation of this amount). The resulting estimate is $7,943 million. 

Table 8 shows that the Commonwealth will have sufficient funding available to meet these 
expenses in 2018-19. The estimate of DisabilityCare Australia levy total income in 2018-19  
($3,416 million) is obtained by indexing 2017-18 levy income by the levy income growth rate 
(4.8% per annum) used in the 2014 Budget Forward Estimates for 2016-17 and 2017-18 
(see Table 2); the State share grows at the fixed rate of 3.5%; the Commonwealth share is 
the difference between the total and the States’ share. 

The Commonwealth also has the accumulated SPP repayments in earlier years 
(approximately $153 million).  

As well as these amounts, both the Productivity Commission (PC) and the Australian 
Government Actuary (AGA) reasonably assumed that the Commonwealth will act to offset 
expenditure on all relevant programs where clients are transferred to support from the NDIS. 
The PC  reported on all such offsets and the AGA refined the PC  estimates. The AGA 
estimates were based on full rollout in 2018-19, rather than 2019-20. In fact, 2018-19 will be 
a partial rollout year. Hence our estimate for 2018-19 offsets is based on the AGA 2017-18 
estimate ($2,465 million), escalated to 2018-19 prices (3.5% escalation has been used), 
giving a 2018-19 estimate of $2,550 million.  

The total amount available from the DCA levy, accumulated SPP repayments and offsets is 
$6,119 million, leaving a funding gap of $1,824 million. 

In  2018-19, the Commonwealth has available to it its share of the DCA Fund surplus 
($4,645 million, assuming 6 months earnings at 5%p.a. on the opening balance of $4,424 
million at 1 July 2018, see Table 3). This can be used to meet the 2018-19 funding 
requirement, leaving a balance at the end of 2018-19 of $2,892 million ($2,821 million plus 6 
months earnings)  
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Table 8 shows the resulting estimate for Commonwealth expenses and available funds in 
2018-19, as well as the 30 June 2019 balance. 

 

  TABLE 8: Commonwealth NDIS expenses and available funds, 2018-19 

 
$ million 

Estimated Commonwealth expenses 7,943 

Financed by:  

    DCA levy income 2018-19                     3,416    

    Accumulated SPP repayments                     153 

    Estimated Commonwealth offsets                     2,550 

    Sub-Total 6,119 

    DCA Fund surplus (part Commonwealth share) 1,824 

 7,943 

DCA fund surplus (remaining Commonwealth share)  2,8211 

Earnings on remaining surplus (6 months)     71 

DCA surplus 30 June 2019 2,892 

 

It can be seen that the Commonwealth will have funds available to fund its full outlay in 
2018-19, with the remaining surplus of $2,892 million at the end of 2018-19.  

RESULTS: 2019-20 
The various Heads of Agreement between the Commonwealth and the States/Territories for 
establishing the NDIS (available at the NDIA website) set out the expected NDIS 
expenditure and related financial arrangements for 2019-20 (Table 9). (The notes at the 
bottom of the Table explain how estimates have been made where required.) 
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TABLE 9: NDIS expenditure 2019-20 

 Commonwealth 
$m 

State/Territory 
$m 

State/Territory 
$m (2018-19) 

NSW 3,3892 3,2431 3,133 

Victoria 2,600 2,510  

Queensland 2,140 2,030  

WA3 1,250 1,196  

SA     7822     7481 723 

Tasmania    245    232  

ACT    175    167  

NT    105      99  

TOTAL         10,686         10,225  

 
Notes:   
1) 2018-19 figure escalated by 3.5% for 2019-20 
2) Commonwealth figure estimated for NSW and SA, based on 5 State (VIC, QLD, TAS, ACT, NT) 
    Commonwealth/State ratio for 2019-20 (5265/5038 = 1.045) applied to NSW/SA expenditure estimate 
3) WA estimate is based on rest of Australia per capita, assuming WA population is 11.7% of Australia at 1 July  
    2019 (Population projections Australia, cat 3222.0, ABS 2013) 
 

Table 10 sets out the estimated net expenditure by the Commonwealth in 2019-20. Net 
expenditure is the Commonwealth share of NDIS expenditure ($10,686 million, Table 9) less 
the estimate of the Commonwealth share of 2019-20 income from the DisabilityCare 
Australia levy and a range of offsets for payments that will no longer be required.  

The estimated DisabilityCare Australia levy total income is obtained by indexing the 
estimated 2018-19 levy income by the same levy income growth rate (4.8% per annum) 
used for the 2018-19 estimate; the State share grows at the fixed rate of 3.5%; the 
Commonwealth share is the difference between the total and the States’ share. The resulting 
estimate is $3,592 million. 

The offsets are the estimates made by the Australian Government Actuary (AGA) for 2018-
19 (assumed by the AGA to be the first year of full roll out), escalated by 3.5%. In turn, the 
AGA offsets estimates are based on the Productivity Commission’s estimates 6. 
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The Commonwealth share of the accumulated surplus of the DisabilityCare Australia Fund 
($2,892 million from Table 8) is available to finance the net expenditure, plus earnings: 6 
months earnings at 5% per annum have been assumed, resulting in available funds of 
$2,964 million. 

TABLE 10: Commonwealth NDIS net expenditure 2019-20 

 
$m 

Estimated Commonwealth expenses (Table 9)  10,686 

Financed by:  

         DisabilityCare Australia levy                     3,592 

         Offsets                     3,500 

         DCA Fund surplus (part Commonwealth share)                     2,964 

         Sub-Total   10,056 

Net Commonwealth Financing Requirement        630 

 

The result is that the Commonwealth financing requirement in 2019-20 is $630 million, if all 
available surplus is expended in 2019/20. 

In 2020-21, if all the DisabilityCare Australia surplus is expended in 2019-20, the net 
financing requirement for the Commonwealth will be approximately $3,600 million in 2019-20 
dollars (adding the 2019-20 use of surplus ($2,964 million) and the 2019-20 net 
Commonwealth financing requirement: no DCA Fund surplus is available in years after 
2019-20).  

DISCUSSION 
Information on the financial arrangements for the NDIS is spread across the 2014-15 
Commonwealth Budget papers and the various agreements between the Commonwealth 
and the States and Territories. Assembling the available data is time consuming. It requires 
a range of assumptions, particularly for years beyond the four year Forward Estimates 
period, ie, for 2018-19 and beyond. 

The overall impact of the NDIS expenditure arrangements (including the DisabilityCare 
Australia levy and the financial arrangements with the States and Territories) is a surplus to 
the Commonwealth in 2014-15, 2015-16 and 2017-18 (Table 6).  



NDIS Financing in the 2013-14 Commonwealth Budget 

 
12 

 

Further, a burden on the Commonwealth Budget can be delayed until 2019-20 (and then 
limited to $630 million) by drawing on the Commonwealth share of DisabilityCare Australia 
Fund surpluses. 

If all available surplus funds are used in 2019-20 and earlier years, net Commonwealth 
annual expenses for the NDIS from 2020-21 onwards are approximately $3,600 million per 
annum in 2019-20 dollars. 

This financial situation has several consequences: 

1. There is no financial reason to slow the planned rollout of the NDIS.  

2. There is a substantial window to learn during the rollout, and to adjust policy and 
administrative settings in the interim. 

3. It will be important for all stakeholders to work together to ensure that the 
Commonwealth Government’s Forward Estimates in future Budgets properly reflect, 
and make clear, the expected impact on the Commonwealth Budget. Forward 
Estimates for 2019-20 will be part of the 2016 Budget. 

4. The Commonwealth should include in the Budget papers from 2015-16 onwards a 
comprehensive report on the financing of the NDIS, including up to date figures on 
payments by the States and Territories to the Commonwealth, payments from the 
DisabilityCare Australia levy to the States and Territories, and offsets from reduced 
expenditure on other Commonwealth programs. 

Several States and Territories have structured their NDIS agreements with the 
Commonwealth so that their responsibilities end when the NDIS is fully rolled out. Having a 
single jurisdiction responsible for the NDIS at one level seems a sound administrative 
principle, but the States over the years have developed strong administrative bases which 
reflect local needs and service structures.. Moreover, because of the ongoing significant 
financial transfers from the States to the Commonwealth (net of the transfer to the States of 
part of the DisabilityCare Australia levy), the States will continue to have a substantial stake 
in the NDIS. As well, people with high and complex needs will continue to rely on State 
mainstream services such as health, housing, education and justice 7. There are therefore 
good reasons to build a strong Commonwealth-State mechanism to ensure the NDIS can 
meet the full range of needs of participants. 
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introduction

The National Disability Insurance Scheme (NDIS) was passed into law in early 2013. The arrangements for financing the NDIS are complex and are not brought together in the 2013-14 Commonwealth Budget papers.1 This Bulletin briefly collects and connects available information on NDIS financing arrangements. 



First, arrangements covered in the 2014-15 Budget Papers are described. These cover years up to 2017-18, the period of the Forward Estimates in the 2014-15 Budget.



There are two series of agreements between the Commonwealth and the States and Territories (hereafter collectively referred to as ‘the States’). 



The Commonwealth is meeting all NDIS expenses. In 2014-15, these expenses are relatively low, given the NDIS is being progressively rolled out only at trial sites. These expenses grow over following years (Table 1). The States have agreed to make payments to the Commonwealth to meet a proportion of each year’s expenses, rising from 39% in 2014-15 to 53% in 2017-18. These payments are specified in two series of Commonwealth / State agreements. The first series are Bilateral Agreements 2 for the NDIS Launch, which cover arrangements for trail sites. The second series are Heads of Agreements 3 which cover the later rollout of the full NDIS. Both series contain a set of specific financial obligations for each tier of government.



To provide a source of revenue for the NDIS, the Commonwealth has introduced the DisabilityCare Australia levy from 1 July 2014. This is set at 0.5% of taxable income, and is administratively combined with the long established Medicare levy. A share of the levy is reserved for the States, starting at 23% in 2014-15 and declining to 22% in 2017-18 (Table 2). This State share is not paid immediately to the States, but held by the Commonwealth for later release, subject to conditions (Table 4). 



DisabilityCare Australia levy income far exceeds expenditure from the levy for several years, resulting in a build up of surpluses to meet future expenses (Table 3 shows the Commonwealth share of surpluses, Table 4 the States’ share). These surpluses are held by the Commonwealth and are invested by the Future Fund Board, with investment income added to the surpluses.



The last piece of the financing jigsaw up to 2017-18 is repayments of disability related Specific Purpose Payments (SPPs) by the States to the Commonwealth. As people who have been covered by existing disability services move to the NDIS, the corresponding proportion of the SPPs are to be repaid to the Commonwealth



To make sense of this web of arrangements, the paper draws together data from the 2014-15 Budget papers and the  Commonwealth/State agreements to show NDIS expenditure and income up to 2017-18.



The second part of the paper examines financial arrangements in 2018-19 and 2019-20 (the NDIS is to be fully in place in the latter year). The 2014-15 Budget Papers do not cover these years. Information from the Australian Government Actuary’s 2012 report on the financing of the NDIS 4 is used to make estimates for expenditure and income in these years. 



Overall, the analysis shows the significant surpluses that arise up to and including 2017-18. In following years, as the NDIS is fully rolled out, the paper charts the net financial impact  on the Commonwealth Budget in 2018-19 and, most significantly, 2019-20. The paper concludes with discussion of some implications of these financial arrangements for rollout of the NDIS, including its administration and policy development.












Financing Mechanisms for the NDIS AND DATA SOURCES

NDIS expenses are entirely paid by the Commonwealth, through the NDIA. Funds are provided by Commonwealth appropriation.

From 1 July 2014, the Commonwealth collects the DisabilityCare Australia (DCA) levy, 0.5% of taxable income. The levy is an extension of the Medicare levy (1.5%). The DCA levy is paid into the DisabilityCare Australia Fund (DCA Fund), which is invested by the Future Fund Guardians. $825M of the DCA levy proceeds (just less than 25%) is reserved in 2014-15 to assist the States and Territories meet their NDIS obligations over time; this amount will be indexed in future years at 3.5% per annum. The Commonwealth releases this funding to the States and Territories as they meet their obligations in relation to the NDIS.   

The Commonwealth/State agreements provide for the States to make payments to the Commonwealth to offset the Commonwealth NDIS expenses.

The Commonwealth/State agreements for initiating the NDIS provide for the States to repay a portion of their Specific Purpose Payments (SPPs) received from the Commonwealth in respect of disability, as the NDIS progressively reduces the proportion of services for people with disability that are financed through the existing arrangements.

The paper gathers detail from across the 2014-15 Budget papers 1 on each of these sources of financing, over the period of the Forward Estimates (2014-15 to 2017-18) and for 2018-19 and 2019-20. It also draws on the Bilateral Agreements for NDIS Launch between the Commonwealth and various State and Territory Governments 2 and the Heads of Agreement between the Commonwealth and the various State and Territory Governments on the National Disability Insurance Scheme  3. Estimates made by the Australian Government Actuary are also used 4.

Results: 2014-15 to 2017-18 (Forward estimates period)

The Commonwealth provides funding for all NDIS expenses, but its net share is reduced by State payments to the Commonwealth each year. Table 1 shows the estimated Commonwealth expenses for the NDIS from 2014-15 to 2017-18, as well as the share of these expenses that will be offset by State payments to the Commonwealth under the various Commonwealth-State agreements, and the resulting net Commonwealth share: its actual financing load.

TABLE 1: 2014 Budget: NDIS expenses

		

		Total expenses

$M

		States’ share

    $M              %

		Cwlth share

     $M               %



		2014-15

		673

		   265             39

		     408             61



		2015-16

		1,105

		   491             44

		     614             56



		2016-17

		4,196

		2,096             50

		  2,100             50



		2017-18

		11,161

		5,961             53

		  5,200             47







Source: 2014-15 Budget Paper No 1, Statement No 6, Table 9.2 and P6-27



Expenditure grows slowly at first while only trial sites are in place, then accelerates as the rollout accelerates in 2016-17. The States’ share of expenses reaches 50% that year

Table 2 shows the estimated receipts from the DisabilityCare Australia levy from 2014-15 to 2017-18, as well as the fixed amount of the levy receipts that are reserved for the States and Territories and the remainder that is available to the Commonwealth to offset its NDIS expenses.

TABLE 2: DisabilityCare Australia(DCA) levy

		

		Total DCA levy Income (1)

$M

		States’ share (2)
$M

		Cwlth share
$M



		2014-15

		3,540

		825

		2,715



		2015-16

		3,790

		854

		2,936



		2016-17

		3,972

		884

		3,088



		2017-18

		4,163

		915

		3,248







Source:

 (1) 2014-15 Budget Paper No 1, Statement 5, Table 8, P5-18 (25% of Medicare and DisabilityCare  Australia Levy receipts) 

 (2) 2014-15 Budget Paper No 3, P 52



The DCA levy came into force on 1 July 2014 and is set at 0.5% of taxable income, making the total levy for Medicare and the NDIS 2%. While the NDIS itself is being implemented first at trial sites, and then rolled out in full over 2016-17 to 2018-19, the levy income is received in full from its first year. The result is a build surplus funds over the early years of the levy.

Table 3 shows the build up of surpluses in the DCA fund that arise from the Commonwealth’s portion of the DCA levy receipts less the Commonwealth’s share of total NDIS expenses each year, plus the Commonwealth share of the earnings on the accumulated balances in the DCA Fund.



TABLE 3: DCA Fund: Commonwealth share

		

		DCA levy
Cwlth share
$M

		NDIS Expenses 
Cwlth share
$M

		DCA Fund 
Earnings(1)

$M

		DCA Fund
Cwlth surplus
$M



		2014-15

		2,715

		408

		58

		2,365



		2015-16

		2,936

		614

		176

		4,863



		2016-17

		3,088

		2,100

		268

		6,119



		2017-18

		3,248

		5,200

		257

		4,424







Notes: (1) DisabilityCare Australia Fund earnings assumed at 5% pa; 6 months earnings assumed in year of collection



Table 4 shows the build up of surpluses in the DCA Fund that arise from the States’ share of the DCA levy less the payments made to the States from the DCA Fund, plus the States’ share of the earnings on the accumulated balances in the DCA Fund. The surplus is held by the Commonwealth.

TABLE 4: DCA Fund: States’ share

		

		DCA levy 
States’ share
$M

		Payments
to  States(1)
$M

		DCA Fund 
Earnings(2)
$M

		DCA Fund
Surplus(3)
$M



		2014-15

		825

		Nil

		21

		846



		2015-16

		854

		83

		62

		1,679



		2016-17

		884

		207

		101

		2,457



		2017-18

		915

		317

		138

		3,193







Source: (1) Budget Paper No 3, P 52 (includes allocation for WA)

	(2) DisabilityCare Australia Fund earnings assumed at 5% pa; 6 months earnings assumed in year of collection



Note:     (3) Notional States’ share, but held by Commonwealth



Tables 3 and 4 show the rapid build up of surpluses, all of which are held by the Commonwealth and invested by the Future Fund Board. Investment earnings (estimated at 5% pa) are added to the surpluses. 

Table 5 shows the estimated repayments of a portion of Specific Purpose Payments in respect of disability as the NDIS is progressively rolled out. These SPPs continue throughout the period of the Forward Estimates, and the repayments reflect the decreased load on existing services as clients transfer to the NDIS.

TABLE 5: SPP repayments to Commonwealth

		

		Repayments(1)
$M



		2014-15

		21



		2015-16

		61



		2016-17

		   71(2)



		2017-18

		NA






Source: (1) Bilateral agreements for NDIS Launch

             (2) ACT and NT agreements did not specify repayments



What is the impact then of the NDIS on the Commonwealth Budget year by year? Table 6 shows the annual net income/expense to the Commonwealth in relation to the NDIS. This adds the annual net additions to the DCA Fund balances (from Table 3: DCA levy Commonwealth share minus NDIS expenses; and Table 4: DCA levy States’ share minus Payments to States), DCA Fund earnings (from Tables 3 and 4) and SPP repayments (Table 5).

The annual net income / expense represents the net impact on the Commonwealth surplus/deficit in each year.

TABLE 6: Annual Net Income 

		

		Annual NDIS ‘surplus”

		DCA Fund

		SPP

		Net income



		

		DCA Cwlth
(Table 3)
$M

		DCA States
(Table 4)
$M

		Earnings
(Tables 3&4)
$M

		Repayment
(Table 5)
$M

		(annual)
$M



		2014-15

		2,307

		825

		79

		21

		3,232



		2015-16

		2,322

		771

		238

		61

		3,392



		2016-17

		988

		677

		369

		71

		2,105



		2017-18

		-1,952

		598

		395

		NA

		-959







Table 7 brings together all the funds available to the Commonwealth to meet NDIS expenses each year: the DCA fund accumulated surplus (both Commonwealth and States’ share, Tables 3 and 4), and the annual SPP repayments (Table 5). 

TABLE 7: NDIS surpluses (end of year)

		

		DCA Fund

Cwlth

M

		DCA Fund

States

$M

		Repayments

SPPs

$M

		Total

$M



		2014-15

		2,365

		846

		21

		3,232



		2015-16

		4,863

		1,679

		61

		6,603



		2016-17

		6,119

		2,457

		71

		8,647



		2017-18

		4,424

		3,193

		NA

		7,617









RESULTS: 2018-19

The 2014-15 Budget Papers contain no estimates for NDIS expenses in 2018-19 or later years, nor any information on how these expenses will be financed. Estimates can be constructed from available information, and obviously reflect the sources and necessary assumptions. 

The Heads of Agreement between the Commonwealth and the States/Territories referred to earlier 2 set out the expected NDIS expenditure and related financial arrangements for 2019-20. The Bilateral Agreements 3 cover the years up to and including 2017-18. Arrangements for 2018-19, the last year of the roll-out process, are not specified.

An estimate of Commonwealth expenses in 2018-19 therefore has been made by interpolation between the 2017-18 amount in the Forward Estimates ($5,200 million, see Table 1) and estimated outlays in 2019-20, $10,686 million  (see the discussion of 2019-20 below for derivation of this amount). The resulting estimate is $7,943 million.

Table 8 shows that the Commonwealth will have sufficient funding available to meet these expenses in 2018-19. The estimate of DisabilityCare Australia levy total income in 2018-19  ($3,416 million) is obtained by indexing 2017-18 levy income by the levy income growth rate (4.8% per annum) used in the 2014 Budget Forward Estimates for 2016-17 and 2017-18 (see Table 2); the State share grows at the fixed rate of 3.5%; the Commonwealth share is the difference between the total and the States’ share.

The Commonwealth also has the accumulated SPP repayments in earlier years (approximately $153 million). 

As well as these amounts, both the Productivity Commission (PC) and the Australian Government Actuary (AGA) reasonably assumed that the Commonwealth will act to offset expenditure on all relevant programs where clients are transferred to support from the NDIS. The PC  reported on all such offsets and the AGA refined the PC  estimates. The AGA estimates were based on full rollout in 2018-19, rather than 2019-20. In fact, 2018-19 will be a partial rollout year. Hence our estimate for 2018-19 offsets is based on the AGA 2017-18 estimate ($2,465 million), escalated to 2018-19 prices (3.5% escalation has been used), giving a 2018-19 estimate of $2,550 million. 

The total amount available from the DCA levy, accumulated SPP repayments and offsets is $6,119 million, leaving a funding gap of $1,824 million.

In  2018-19, the Commonwealth has available to it its share of the DCA Fund surplus ($4,645 million, assuming 6 months earnings at 5%p.a. on the opening balance of $4,424 million at 1 July 2018, see Table 3). This can be used to meet the 2018-19 funding requirement, leaving a balance at the end of 2018-19 of $2,892 million ($2,821 million plus 6 months earnings) 




Table 8 shows the resulting estimate for Commonwealth expenses and available funds in 2018-19, as well as the 30 June 2019 balance.



		TABLE 8: Commonwealth NDIS expenses and available funds, 2018-19

		

		$ million



		Estimated Commonwealth expenses

		7,943



		Financed by:

		



		    DCA levy income 2018-19

		                    3,416   



		    Accumulated SPP repayments

		                    153



		    Estimated Commonwealth offsets

		                    2,550



		    Sub-Total

		6,119



		    DCA Fund surplus (part Commonwealth share)

		1,824



		

		7,943



		DCA fund surplus (remaining Commonwealth share)

		 2,8211



		Earnings on remaining surplus (6 months)

		    71



		DCA surplus 30 June 2019

		2,892







It can be seen that the Commonwealth will have funds available to fund its full outlay in 2018-19, with the remaining surplus of $2,892 million at the end of 2018-19. 

results: 2019-20

The various Heads of Agreement between the Commonwealth and the States/Territories for establishing the NDIS (available at the NDIA website) set out the expected NDIS expenditure and related financial arrangements for 2019-20 (Table 9). (The notes at the bottom of the Table explain how estimates have been made where required.)



TABLE 9: NDIS expenditure 2019-20

		

		Commonwealth

$m

		State/Territory

$m

		State/Territory

$m (2018-19)



		NSW

		3,3892

		3,2431

		3,133



		Victoria

		2,600

		2,510

		



		Queensland

		2,140

		2,030

		



		WA3

		1,250

		1,196

		



		SA

		    7822

		    7481

		723



		Tasmania

		   245

		   232

		



		ACT

		   175

		   167

		



		NT

		   105

		     99

		



		TOTAL

		        10,686

		        10,225

		







Notes:		

1) 2018-19 figure escalated by 3.5% for 2019-20
2) Commonwealth figure estimated for NSW and SA, based on 5 State (VIC, QLD, TAS, ACT, NT)
    Commonwealth/State ratio for 2019-20 (5265/5038 = 1.045) applied to NSW/SA expenditure estimate
3) WA estimate is based on rest of Australia per capita, assuming WA population is 11.7% of Australia at 1 July 
    2019 (Population projections Australia, cat 3222.0, ABS 2013)



Table 10 sets out the estimated net expenditure by the Commonwealth in 2019-20. Net expenditure is the Commonwealth share of NDIS expenditure ($10,686 million, Table 9) less the estimate of the Commonwealth share of 2019-20 income from the DisabilityCare Australia levy and a range of offsets for payments that will no longer be required. 

The estimated DisabilityCare Australia levy total income is obtained by indexing the estimated 2018-19 levy income by the same levy income growth rate (4.8% per annum) used for the 2018-19 estimate; the State share grows at the fixed rate of 3.5%; the Commonwealth share is the difference between the total and the States’ share. The resulting estimate is $3,592 million.

The offsets are the estimates made by the Australian Government Actuary (AGA) for 2018-19 (assumed by the AGA to be the first year of full roll out), escalated by 3.5%. In turn, the AGA offsets estimates are based on the Productivity Commission’s estimates 6.




The Commonwealth share of the accumulated surplus of the DisabilityCare Australia Fund ($2,892 million from Table 8) is available to finance the net expenditure, plus earnings: 6 months earnings at 5% per annum have been assumed, resulting in available funds of $2,964 million.

TABLE 10: Commonwealth NDIS net expenditure 2019-20

		

		$m



		Estimated Commonwealth expenses (Table 9)

		 10,686



		Financed by:

		



		         DisabilityCare Australia levy

		                    3,592



		         Offsets

		                    3,500



		         DCA Fund surplus (part Commonwealth share)

		                    2,964



		         Sub-Total

		  10,056



		Net Commonwealth Financing Requirement

		       630







The result is that the Commonwealth financing requirement in 2019-20 is $630 million, if all available surplus is expended in 2019/20.

In 2020-21, if all the DisabilityCare Australia surplus is expended in 2019-20, the net financing requirement for the Commonwealth will be approximately $3,600 million in 2019-20 dollars (adding the 2019-20 use of surplus ($2,964 million) and the 2019-20 net Commonwealth financing requirement: no DCA Fund surplus is available in years after 2019-20). 

DISCUSSION

Information on the financial arrangements for the NDIS is spread across the 2014-15 Commonwealth Budget papers and the various agreements between the Commonwealth and the States and Territories. Assembling the available data is time consuming. It requires a range of assumptions, particularly for years beyond the four year Forward Estimates period, ie, for 2018-19 and beyond.

The overall impact of the NDIS expenditure arrangements (including the DisabilityCare Australia levy and the financial arrangements with the States and Territories) is a surplus to the Commonwealth in 2014-15, 2015-16 and 2017-18 (Table 6). 

Further, a burden on the Commonwealth Budget can be delayed until 2019-20 (and then limited to $630 million) by drawing on the Commonwealth share of DisabilityCare Australia Fund surpluses.

If all available surplus funds are used in 2019-20 and earlier years, net Commonwealth annual expenses for the NDIS from 2020-21 onwards are approximately $3,600 million per annum in 2019-20 dollars.

This financial situation has several consequences:

1. There is no financial reason to slow the planned rollout of the NDIS. 

2. There is a substantial window to learn during the rollout, and to adjust policy and administrative settings in the interim.

3. It will be important for all stakeholders to work together to ensure that the Commonwealth Government’s Forward Estimates in future Budgets properly reflect, and make clear, the expected impact on the Commonwealth Budget. Forward Estimates for 2019-20 will be part of the 2016 Budget.

4. The Commonwealth should include in the Budget papers from 2015-16 onwards a comprehensive report on the financing of the NDIS, including up to date figures on payments by the States and Territories to the Commonwealth, payments from the DisabilityCare Australia levy to the States and Territories, and offsets from reduced expenditure on other Commonwealth programs.

Several States and Territories have structured their NDIS agreements with the Commonwealth so that their responsibilities end when the NDIS is fully rolled out. Having a single jurisdiction responsible for the NDIS at one level seems a sound administrative principle, but the States over the years have developed strong administrative bases which reflect local needs and service structures.. Moreover, because of the ongoing significant financial transfers from the States to the Commonwealth (net of the transfer to the States of part of the DisabilityCare Australia levy), the States will continue to have a substantial stake in the NDIS. As well, people with high and complex needs will continue to rely on State mainstream services such as health, housing, education and justice 7. There are therefore good reasons to build a strong Commonwealth-State mechanism to ensure the NDIS can meet the full range of needs of participants.
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