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Australian National

Audit Office

Canberra ACT
22 June 2023

Dear President
Dear Mr Speaker

In accordance with the authority contained in the Auditor-General Act 1997, | have
undertaken an independent performance audit in Comcare. The report is titled Comcare’s
Administration of its Workers’ Compensation Scheme Claims. | present the report of this
audit to the Parliament.

Following its presentation and receipt, the report will be placed on the Australian National
Audit Office’s website — http://www.anao.gov.au.

Yours sincerely

e

Grant Hehir
Auditor-General

The Honourable the President of the Senate

The Honourable the Speaker of the House of Representatives
Parliament House

Canberra ACT
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AUDITING FOR AUSTRALIA

The Auditor-General is head of the
Australian National Audit Office
(ANAQO). The ANAO assists the
Auditor-General to carry out his
duties under the Auditor-General
Act 1997 to undertake
performance audits, financial
statement audits and assurance
reviews of Commonwealth public
sector bodies and to provide
independent reports and advice
for the Parliament, the Australian
Government and the community.
The aim is to improve
Commonwealth public sector
administration and accountability.

For further information contact:
Australian National Audit Office
GPO Box 707

Canberra ACT 2601

Phone:(02) 6203 7300
Email: agl@anao.gov.au

Auditor-General reports and
information about the ANAO are
available on our website:
http://www.anao.gov.au

Audit team
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e Why did we do this audit?

é Audit snapshot

Auditor-General Report No.40 2022-23
Comcare's Administration of its Workers' Compensation Scheme Claims

» Comcare is the national authority for work

health and safety and workers' compensation,
and provides workers' compensation
insurance and claims management to
Australian Government entities.

Effective administration of workers'
compensation claims is important for the
optimal health and work outcomes for injured
employees and the financial sustainability of
the Comcare scheme.

The audit assessed the effectiveness of
Comcare’s administration of its workers’
compensation scheme claims.

>

>

$196.2m

Compensation paid in

As at 30 June 2022 193,312 Australian
Government employees were covered by
Comcare’s workers' compensation scheme.
The types of claims made in 2021-22 were:
injury (52 per cent); disease (24 per cent);
and psychological (24 per cent).

2021-22.

4,498

Number of open claims in
2021-22.

P vhotia oz

» Comcare’s administration of claims made
under the workers’ compensation scheme
is effective.

» Business processes and systems are in
place to support the effective
management of claims.

» Comcare has external efficiency and
effectiveness measures and has been
meeting its targets, however the target for
the efficiency measure is not based on
benchmarking.

] s
§= What did we recommend?

» The Auditor-General made two
recommendations related to reviewing
the delegated claims management
arrangements and improving Comcare’s
corporate performance measures relating
to claims management.

» Comcare agreed to the
recommendations.

0.79%

Average premium rate for 2021-22
as a percentage of total payroll of
Australian Government employers.




Summary and recommendations

Background

1. Comcare is the national work health and safety and workers’ compensation authority,
whose purpose is to ‘promote and enable safe and healthy work’. It was established under the
Safety, Rehabilitation and Compensation Act 1988 (SRC Act) which sets out its powers and
functions.

2. Under the SRC Act, the workers’ compensation scheme is a no-fault insurance scheme that
provides rehabilitation and worker’s compensation to employees of the Australian Government,
including Australian Government agencies, authorities and corporations. One of Comcare’s three
key roles is as the workers’ compensation claims manager for Australian Government employees.

3. In terms of roles and responsibilities under the workers’ compensation scheme, employers
(in the case of this audit, Australian Government employers) are responsible for the protection of
the health and safety of their employees while at work, and to also manage employees’
rehabilitation. Comcare’s responsibilities are to provide compensation for supports (meet claims
liabilities) and assist the employee and employer through the claims process.

Rationale for undertaking the audit

4, As the national authority for work health and safety and workers’ compensation, among
other functions, Comcare is responsible for providing workers’ compensation insurance and
claims management to Australian Government entities. During 2021-22, Comcare provided
workers’ compensation coverage to 193,312 Australian Government employees, paid
$196.2 million in workers’ compensation claims and collected $161.6 million in premiums from
Australian Government entities. The effective administration of claims under the workers’
compensation scheme is important to ensure optimal return-to-health and return-to-work
outcomes for injured employees, and the financial sustainability of the scheme. The audit will also
provide Parliament with assurance that Comcare is appropriately managing claims made under
the workers’ compensation scheme.

Audit objective and criteria

5. The objective of the audit was to assess the effectiveness of Comcare’s administration of
claims for Australian Government entities under its workers’ compensation scheme.

6. To form a conclusion against the objective, the following criteria were applied.

° Does Comcare have business processes and systems in place that support the effective
management of claims?

° Do Comcare’s governance arrangements enable effective oversight and efficient
management of claims?

Conclusion

7. Comcare’s administration of claims made under the workers’ compensation scheme is
effective, however Comcare has not benchmarked the target for its efficiency measure which
means the efficiency of the claims management process is not clear.
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8. Comcare has fit-for-purpose business processes and systems in place that support the
effective management of claims. Comcare’s Claims Manual clearly sets out the end-to-end
process for the management of claims and aligns with the Safety, Rehabilitation and
Compensation Act 1988 (SRC Act). The systems used by Comcare to manage claims have
appropriate controls in place to ensure accurate processing and there is evidence that the
processes are appropriately applied.

9. Comcare’s governance arrangements enable effective oversight and management of
claims. Comcare has external effectiveness and efficiency performance measures, however the
efficiency measure target is not based on benchmarking, making it difficult to clearly demonstrate
efficiency in claims management. Comcare reports on its claims related measures in its annual
performance statements and for the past five financial years up to 2021-22 it has been meeting
its targets. Internally, Comcare prepares detailed monthly claims management reports which
contain reporting against internal performance measures on timeliness. Comcare is implementing
a compliance and assurance framework and program of activities which are linked to identified
risks.

Supporting findings

Claims management, guidance processes and systems

10. Comcare has documented its end-to-end claims management process in its Claims
Manual. The guidance in the Claims Manual aligns with the SRC Act and is designed to facilitate
the effective management of claims. The Claims Manual is supported by additional external
scheme guidance which provides information on how to apply the relevant provisions of the SRC
Act. (See paragraphs 2.2 to 2.16)

11. The ANAO observed no deviations from the documented end-to-end claims process that
Comcare follows when processing and managing claims. Results of reconsiderations (internal
reviews) and appeals are provided to the relevant claims staff for implementation or future
improvements. Delegated claims management arrangements achieve positive results in terms of
lower claim numbers, improved return to work rates and lower premiums for the two agencies
involved in those arrangements. (See paragraphs 2.17 to 2.50)

12. Comcare has appropriate controls in place to ensure that its claims management systems
are fit-for-purpose to support effective claims management. Claims managers’ activities are
monitored, access to sensitive information is managed appropriately, and there is effective
segregation of duties. Systems are maintained and managed under change control processes and
security updates are regularly applied. A risk was identified for the external facing Customer
Information System for employers, where Comcare does not have a process in place to ensure
users’ access is removed when it is no longer required. (See paragraphs 2.53 to 2.66)

Performance measurement, reporting and compliance

13. Comcare reports externally on three corporate performance measures relating to claims
management. The administrative cost ratio efficiency measure is related to Comcare’s purpose
and is generally measurable, except it is not free from bias due to a lack of benchmarking to
underpin the target. The other two effectiveness measures on average premium rate and the
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Summary and recommendations

minimum funding ratio are related and measurable. There are internal performance measures
primarily relating to timeliness. (See paragraphs 3.3 to 3.12)

14. Comcare reports on the three claims-related external performance measures in its annual
performance statements and has been meeting its targets over the past five financial years to
2021-22. Comcare prepares detailed internal monthly claims management reports which include
claims performance metrics. These reports are distributed internally to executive governance
groups and to Comcare claims management staff. (See paragraphs 3.15 to 3.25)

15. Comcare is implementing a revised claims compliance and assurance framework in
2022-23, which is linked to the identification of key risks relating to claims management. Priority
one assurance activities have been completed and recommendations for improvement were
made. There is limited evidence of the implementation of recommendations and there is no
formal avenue for reporting of results or tracking of implementation activity. (See paragraphs
3.26 t0 3.48)

Recommendations

Recommendation no.1  Comcare periodically reviews the delegated claims management

Paragraph 2.51 arrangements, including identification of areas of efficiency and any
lessons learned that could apply to Comcare’s management of
claims, or inform the application of the arrangements to other non-
corporate Commonwealth entities.

Comcare response: Agreed.

Recommendation no. 2 Comcare reviews its corporate performance measures to:

Paragraph 3.13 (@)  undertake benchmarking for the administrative cost ratio

performance measure target; and

(b) ensure more comprehensive coverage of it claims
management function with a balance of efficiency and
effectiveness measures.

Comcare response: Agreed.

Summary of entity response

16. The proposed final report was provided to Comcare. The full response from Comcare is at
Appendix 1 and the summary response is presented below.

Comcare welcomes the findings and audit conclusion that our management of workers
compensation claims is effective.

The report reflects the work Comcare has undertaken to uplift our claims management services,
including recent efforts to improve governance and assurance of our processes. Comcare is
committed to excellence in service provision and the report demonstrates the benefits of these
initiatives and our ongoing work to improve Comcare’s claims management function.

The recommendations provide Comcare further opportunities to improve our service delivery.
Reviewing our delegated claims management arrangements will help understand how strong
performance has been achieved in that model. This may inform improvements in claims
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management more generally and will provide further insight into whether implementing these
arrangements in other agencies will achieve similar levels of effectiveness and efficiency.

Comcare also acknowledges the findings and recommendation on our performance measures will
help us strengthen our performance framework and reporting, ensuring alignment with the
Commonwealth Performance Framework.

Key messages from this audit for all Australian Government entities

17. Below is a summary of key messages, including instances of good practice, which have
been identified in this audit and may be relevant for the operations of other Australian
Government entities.

Performance and impact measurement

e Corporate performance measures should sufficiently cover the core functions or roles of an
entity including a balance of effectiveness and efficiency measures, and targets with
appropriate baselines and benchmarking where possible. This will ensure a comprehensive
view of performance at both the organisational level and at the function/program level.

e Where there is clear evidence of alternative business processes or models which provide
better results, entities should test the expansion of those processes or models.
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Audit findings
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1. Background

Introduction

11 Comcare is the national work health and safety and workers’ compensation authority,
whose purpose is to ‘promote and enable safe and healthy work’. It was established under the
Safety, Rehabilitation and Compensation Act 1988 (SRC Act) which sets out its powers and functions.

1.2 Comcare’s role under the SRC Act includes:

. premium setting for workers’ compensation;

. the management of workers’ compensation claims;

° compliance and enforcement activities;

° training; and

. advice and services to the Safety, Rehabilitation and Compensation Commission.!

1.3 Comcare also has functions and responsibilities under the Work Health and Safety Act 2011
(WHS Act) as the national work health and safety regulator.?

1.4 Comcare is a corporate Commonwealth entity® under the Public Governance, Performance
and Accountability Act 2013 and is located within the Employment and Workplace Relations
portfolio.

Workers’ compensation scheme

1.5 Under the SRC Act, the workers’ compensation scheme provides rehabilitation and worker’s
compensation to the employees of the Australian Government, including Australian Government
agencies, authorities and corporations. In addition, organisations (non-Australian Government) can
be granted a licence by the Safety, Rehabilitation and Compensation Commission (SRCC) to
self-insure for workers’ compensation under the SRC Act.

1.6 In administering the workers’ compensation scheme, Comcare has three key roles:

. scheme manager — maintain legislation, develop policy and guidance, analyse scheme
data, identify trends, support the SRCC, provide ministerial advice, approve and monitor
workplace rehabilitation providers, and recover costs for the functions performed under
the SRC Act;

1 The Safety, Rehabilitation and Compensation Commission is a statutory body that administers regulatory
functions under the SRC Act (other than the functions that Comcare is responsible for). Primarily, the
Commission regulates self-insured licensees which are employers who manage and pay for their employee’s
claims for work-related injuries and disease, rather than paying premiums to insurers. Comcare provides
secretariat support to the Commission.

2 Comcare also manages the Commonwealth asbestos claims under the Asbestos-related Claims (Management
of Commonwealth Liabilities) Act 2005, and compensation claims for members of parliament and the Prime
Minister’s spouse under the Parliamentary Injury Compensation Scheme which was established by the
Parliamentary Business Resources Act 2017. In addition, Comcare provides policy, administrative and
secretariat support to the Seafarers Safety, Rehabilitation and Compensation Authority (Seacare).

3 A corporate Commonwealth entity is a body corporate that has a separate legal personality from the
Commonwealth and while still part of the Australian Government, it can enter into contracts and own
property separate from the Commonwealth.

Auditor-General Report No.40 2022-23
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Background

° insurer — workers compensation insurer including setting and collecting premiums to
meet Comcare’s claims liability and claims administration costs; and

° claims manager — workers’ compensation claims manager for Australian Government
employees, manage liabilities for common-law asbestos related conditions for the
Australian Government, and administer the Parliamentary Injury Compensation Scheme.

1.7 The Comcare workers’ compensation scheme covers Australian Government employees,
employees of self-insured licensees and others defined under the SRC Act, for injury or illness
sustained as a result of their employment. As at 30 June 2022 the scheme covered a total of 442,458
full-time equivalent employees under the SRC Act. Of those, 193,312 were Australian Government
employees.*

1.8 The scheme is a statutory no-fault compensation scheme® and provides recovery and
benefit supports, as set out in Table 1.1.

Table 1.1: Comcare workers’ compensation recovery and benefit supports

Supports ‘ Description

Income support Incapacity payments provide compensation for loss of income
during recovery. Amounts payable are determined based on a
period of incapacity of up to 45 weeks and post-45 weeks, after an

injury.2
Medical treatment Reimbursement for reasonable medical, hospital, pharmaceutical
and other treatment costs from the date of injury or iliness.
Workplace rehabilitation Services to assist people to return to work, delivered or facilitated
services by a rehabilitation case manager or workplace rehabilitation
provider.
Attendant care services Assistance with personal care and daily living activities following a
work-related injury or illness.
Household services Assistance with household tasks following a work-related injury or
illness.
Aids, appliances and Reimbursement of the cost of purchasing or repairing an aid or
modifications appliance, to alter place of residence, or modify a vehicle.
Travel costs Reimbursement of travel costs to attend medical treatments.
Permanent impairment and Permanent impairment benefit, with the amount payable based on
non-economic loss the degree of impairment.
Entitlements following work- Financial support and assistance for the dependant/s of a current or
related death former Australian Government employee who died as a result of a

work-related injury or illness. May be paid as a lump sum, fortnightly
payment, reimbursement of funeral expenses or medical expenses.

Note a: The calculation of incapacity payments is discussed in more detail at paragraph 2.13.
Source: Comcare website.

4 Australian Government employees that are covered by the workers’ compensation scheme are employed
under the Australian Public Service Act 1999 as well as various other legislation such as the Australian Federal
Police Act 1979 and the Science and Industry Research Act 19489.

5 The SRC Act provides for a no-fault worker’s compensation scheme which means that the requirements for
liability are set out by law and claimants do not have to prove any wrong-doing by their employer for an injury
or illness to be eligible for compensation.
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1.9 Part 2 of the SRC Act provides for the scheme to cover reasonable expenses for medical
treatment. The term ‘reasonable’ is not defined in the SRC Act but guidance is provided to Comcare
claims managers through the Clinical Framework for the Delivery of Health Services.® Comcare’s
Claims Manual states that ‘The reasonableness of each claim for medical treatment should be
assessed on its merits based on the employee’s individual circumstances and available clinical
evidence’. Claims managers can refer to the principles set out in the clinical framework to assess
whether a medical treatment is effective in supporting an employee to return to work and return
to health.

1.10 Comcare’s payment of medical treatments and benefit supports is based on guidance which
sets out a baseline for these costs. For example, costs for medical and allied health treatments are
based on the rates published by the Australian Medical Association and set out on the Comcare
website.

1.11 The scheme also covers costs associated with rehabilitation to support an employee’s
recovery, maintain or improve daily living activities, and/or remain at work or return to work.
Rehabilitation is managed by the employer through rehabilitation case managers and rehabilitation
service providers.

1.12 Interms of roles and responsibilities under the workers’ compensation scheme, employers
(in the case of this audit, the Australian Government) are responsible for the protection of the
health and safety of their employees while at work, and to also manage the employee’s
rehabilitation. Comcare’s responsibilities are to provide compensation for supports (meet claims
liabilities) and assist the employee and employer through the claims process.

1.13 To support its claims operations, Comcare has implemented a portfolio-based account
management model where designated Comcare officers are allocated specific Australian
Government portfolios to provide a central liaison point ‘to assist employers improve rehabilitation,
return to work and workers compensation outcomes’.

Management of claims

1.14 When Comcare receives a claim for workers’ compensation from an Australian Government
employee, the Comcare claims manager must assess it to determine whether it will be accepted
under the SRC Act. This comprises three tests:

° a person must be an employee for the purpose of section 5 of the SRC Act;

° there must be an injury or disease as defined by sections 4, 5A, 5B, 6 and 7 of the SRC Act;
and

. an injury or disease must result in incapacity for work, impairment requiring medical or

similar treatment, or death.”

1.15 Comcare must also consider: whether the claim complies with certain conditions set out by
the SRC Act; that the required medical evidence is available; the injury or iliness is related to the

6 Comocare, Clinical Framework for the Delivery of Health Services [Internet], available from
https://www.comcare.gov.au/about/forms-publications/documents/publications/claims/clinical-framework-
for-the-delivery-of-health-services.pdf [accessed January 2023].

7 Section 15 of the SRC also provides for compensation to be paid for loss of or damage to property used by an
employee in the event that employee is involved in a workplace accident.
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Background

claimant’s employment; and there are no situations which exclude eligibility for compensation. The
SRC Act also provides guiding principles for Comcare claims managers to follow when assessing

claims.
1.16

1.17

Comcare’s claims management process involves six steps:

lodgement;

registration;

triage, information gathering and support;
liability assessment and decision-making;
claim management; and

closure.

In addition to the above steps, reviews (reconsiderations) of claims case outcomes can be

undertaken internally by Comcare and through external appeals at any time during the claims
management and closure phases.

1.18 Figure 1.1 shows the number of workers’ compensation scheme claims for the past five
years to 2021-22, for Australian Government employees. There was a total of 4,498 open claims in
2021-22.
Figure 1.1: Comcare workers’ compensation scheme claim numbers for Australian
Government employees, 2017-18 to 2021-22
12
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2017-18 2018-19 2019-20 2020-21 2021-22
m Claims received m Claims accepted Incidence of serious claims
Note:  Claims received are the number of claims lodged by employees; claims accepted are those that had an initial
determination made by Comcare; serious claims are where one week or more of an employee’s time was lost.
Source: Comcare Annual Report 2021-22.
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1.19 Figure 1.2 shows the amounts Comcare has paid in claims between 2017-18 and 2021-22.

Figure 1.2: Comcare workers’ compensation payments, 2017-18 to 2021-22

2021-22

2020-21

2019-20

2018-19

2017-18

o

50 100 150 200 250 300
Claim payments ($millions)

Source: Comcare Annual Report 2021-22.

1.20 Claims are managed by Comcare’s Claims Management Group, which is responsible for
undertaking the end-to-end claims management process as well as other claims-related functions
such as reconsiderations and appeals, and compliance activities. In 2021-22 Comcare had a total of
585.3 full-time equivalent employees and of those, 209.9 were located in Claims Management
Group.

Premiums

1.21 The Comcare workers’ compensation scheme (for the Australian Government sector) is fully
funded by cost recovery through the payment of premiums by Australian Government entities.
Under the SRC Act, Comcare determines the premiums that Australian Government entities are
required to pay for the financial year to ensure coverage under the scheme.

1.22 The setting of premiums for Australian Government entities is guided by the Safety,
Rehabilitation and Compensation (97E(1) — Premium Determination) Guidelines 20228 under the
SRC Act, and informed by actuarial advice. Prior to the commencement of the financial year,
Comcare’s actuaries prepare a valuation report which provides an assessment of the financial

8 Comcare, Safety, Rehabilitation and Compensation (97E(1) — Premium Determination) Guidelines 2022
[Internet], available from https://www.legislation.gov.au/Details/F2022L01140 [accessed January 2023].
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Background

viability of the scheme?®, including an estimate of the total provision for outstanding claims (the total
amount Comcare is liable for) and the scheme funding ratio.

1.23  The funding ratio is the level of assets over liabilities and is a measure of the ability of the
scheme to meet the costs of future claims. A funding ratio above 100 per cent means that the
scheme has assets sufficient to meet future liabilities. Comcare has set its minimum funding ratio
at 110 per cent. Safe Work Australia’s Comparative Performance Monitoring Report 24™ edition'®
shows that for similar workers’ compensation schemes in Australiall, the average funding ratio was
113 per centin 2020-21.

1.24 The Chief Executive Officer of Comcare can determine whether to apply a discount or levy
(surcharge) to the premium pool.}? The application of these discounts and levies ensure that the
scheme is viable and that employers are paying appropriate premium rates. Comcare’s current
approach is a discount can be applied at over 125 per cent and a levy can be applied at below
110 per cent. In 2022-23 the funding ratio was 124 per cent and the Chief Executive Officer of
Comcare determined that a premium discount of 10 per cent would be applied.

1.25 Table 1.2 shows the average premium rate across Australian Government entities over the
past 10 years, the total premiums collected and whether a levy or discount was applied to the
premium pool.

Table 1.2: Workers’ compensation premiums 2017-18 to 2021-22

Average premium rate Total workers’ Applied pool levy or
(excl GST) compens?tion discount
% of total payroll MU LS %

$m
2017-18 1.23 285.2 5.0
2018-19 1.06 242.3 0.0
2019-20 0.85 163.3 -10.0
2020-21 0.85 167.4 0.0
2021-22 0.79 161.6 -10.0

Source: Comcare Annual Reports 2017-18 to 2021-22.

1.26 Over the past 10 years, average premiums for Australian Government entities met
Comcare’s corporate performance measure and target ‘Average Commonwealth premium rate =
1% of payroll or lower’ (discussed in more detail from paragraphs 3.5 to 3.8). Comcare advised the
ANAO in November 2022 that the decrease in the level of premiums is ‘driven by an ongoing lower
volume of new claims and reduced duration of incapacity and medical payments on accepted

9 Factors taken into account by Comcare’s actuaries include overall claims activity (such as numbers of
accepted claims, the type of claim, return to work rates) as well as economic factors such as inflation.

10 Safe Work Australia, Comparative performance monitoring report 24 edition [Internet], available from
https://www.safeworkaustralia.gov.au/comparative-performance-monitoring-report-24th-edition [accessed
January 2023].

11 Centrally funded schemes similar to the Comcare scheme are in place in New South Wales, Victoria,
Queensland and South Australia. Jurisdictions with privately underwritten schemes are the Australian Capital
Territory, the Northern Territory, Tasmania and Western Australia.

12 The premium pool is the total premium to be charged across all Australian Government agencies.
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claims’. In addition, Comcare advised that preventative and risk-reduction work health and safety

initiatives implemented by employers has led to lower rates of injury and iliness and therefore a
lower volume of new claims.

1.27  Figure 1.3 provides a comparison of Comcare’s premiums to other jurisdictions.

Figure 1.3: Ratio of premiums to payroll by jurisdiction, 2016-17 to 2020-21
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2016-17 2017-18 = 2018-19 m2019-20 2020-21

Source: Safe Work Australia’s Comparative Performance Monitoring 24 edition.

Determining Australian Government employer premiums

1.28 Once the final premium pool has been set, Comcare then determines the premiums for each
Australian Government employer based on the employer’s claims history over the past four years.
The Comcare Premiums for 2018-19 Guide'® sets out the high-level process for determining
premiums for each Australian Government employer.

13 Comcare, Comcare Premiums — Your guide for 2018—19 [Internet], available from
https://www.comcare.gov.au/about/forms-publications/documents/publications/scheme/comcare-
premiums-18-19.pdf [accessed December 2022].

The guide is usually updated annually (since 2010-11) however the 2018-19 guide is the most recent version.
Comcare advised it is releasing a new version in 2023.
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Background

Box 1: Process for determining premiums

Step 1: Forecast overall insured scheme performance

Comcare’s independent actuaries determine the premium pool each financial year based on
forecasting the lifetime cost of claims for the overall scheme (estimated outstanding claims
liability), and related claims management costs.

Step 2: Set the final premium pool

Comcare sets the premium pool for the overall scheme at the necessary level to fully fund the
forecast lifetime cost of claims for the financial year. The final pool also incorporates an
uncertainty margin (if required) to cover any potential variance between the forecast and actual
cost of claims for the financial year and Comcare’s ability to ‘fund’ this uncertainty using the
insured scheme’s assets.

Step 3: Determine agency prescribed amounts

Each Australian Government employer’s premium (prescribed amount) is calculated based on
its share of the final premium pool, its recent claims activity and estimated total payroll.

Step 4: Determine agency bonus/penalty adjustments

Depending on the employer’s claims performance, for example, improved claims outcomes
through effective rehabilitation and return to work rates, the premium is adjusted by applying
a bonus (discount). In the case of poorer claims performance, a penalty (surcharge) is applied
to the employer’s premium.

Step 5: Indicative premium notice

Entities are notified in April of their indicative premium for the coming financial year, which is
based on their prior year’s payroll adjusted for inflation and the application of the bonus or
penalty.

Step 6: Final premium notice

The final premium notice is issued in early July.

Rationale for undertaking the audit

1.29 Asthe national authority for work health and safety and workers’ compensation, among other
functions, Comcare is responsible for providing workers’ compensation insurance and claims
management to Australian Government entities. During 2021-22, Comcare provided workers’
compensation coverage to 193,312 Australian Government employees, paid $196.2 million in
workers’ compensation claims and collected $161.6 million in premiums from Australian Government
entities. The effective administration of claims under the workers’ compensation scheme is important
to ensure optimal return-to-health and return-to-work outcomes for injured employees, and financial
sustainability of the scheme. The audit will provide Parliament with assurance that Comcare is
appropriately managing claims made under the workers’ compensation scheme.
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Audit approach

Audit objective, criteria and scope

1.30 The objective of the audit was to assess the effectiveness of Comcare’s administration of
claims for Australian Government entities under its workers’ compensation scheme.

1.31 To form a conclusion against the objective, the following criteria were applied.

o Does Comcare have business processes and systems in place that support the effective
management of claims?

° Do Comcare’s governance arrangements enable effective oversight and efficient
management of claims?

1.32 The scope of the audit focused on the business management and governance of the claims
process for the worker’s compensation scheme, specifically for claims by Australian Government
employees which are managed directly by Comcare.

1.33  The audit scope did not include: Comcare’s role as scheme manager or insurer; claims
managed by self-insured licensees; the management of claims under the delegated claims
management arrangements; or pre-premium claims.4

Audit methodology

1.34 The audit methodology involved:

° examining the SRC Act;

° reviewing procedural guidance used to assess, determine and finalise claims;

. walkthroughs on how the guidance and processes are implemented in practice;
. walkthroughs of the systems used to manage claims and client interactions;

° reviewing relevant performance measures;

° examining reporting on claims management;

° reviewing compliance and assurance activities; and

. meetings with Comcare staff.

1.35 The audit was conducted in accordance with ANAO Auditing Standards at a cost to the ANAO
of approximately $305,292.

1.36 The team members for this audit were Renina Boyd, Ben Thomson, Anne Rainger,
James Wright, Sean Brindle and Michelle Page.

14  Pre-premium claims are those that were made prior to 1 July 1989.
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2. Claims management guidance, processes
and systems

Areas examined
The audit examined whether Comcare’s business processes, supporting documentation and
claims management systems support the effective management of claims.

Conclusion

Comcare has fit-for-purpose business processes and systems in place that support the effective
management of claims. Comcare’s Claims Manual clearly sets out the end-to-end process for the
management of claims and aligns with the Safety, Rehabilitation and Compensation Act 1988
(SRC Act). The systems used by Comcare to manage claims have appropriate controls in place to
ensure accurate processing and there is evidence that the processes are appropriately applied.

Areas for improvement

The ANAO made one recommendation to Comcare to periodically review the delegated claims
management arrangements to identify key learnings. The ANAO also suggested that Comcare:
ensures appropriate user account controls exist for any future online portal/system for
employers; and considers areas of automation and efficiency that could be implemented as part
of the new claims management system.

2.1 As the workers’ compensation scheme is underpinned by comprehensive legislative
requirements, it is critical that the accompanying business processes, including the documented
procedures and systems for claims management, are clearly aligned with the legislation. Effective
business processes will provide assurance that claims are being assessed appropriately and fairly.

Is there a documented claims management process which aligns with
the legislation and designed to support effective claims management?

Comcare has documented its end-to-end claims management process in its Claims Manual. The
guidance in the Claims Manual aligns with the SRC Act and is designed to facilitate the effective
management of claims. The Claims Manual is supported by additional external scheme
guidance which provides information on how to apply the relevant provisions of the SRC Act.

2.2 The SRC Act provides the legislative basis for Comcare’s management of workers’
compensation scheme claims. Under section 69(a) of the SRC Act, the key claims management
function is:

to make determinations accurately and quickly in relation to claims and requests made to Comcare
under this Act.

2.3 Comcare has developed a claims management lifecycle which provides the basis for the
claims management process outlined in Figure 2.1.
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Figure 2.1: Comcare claims management process
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Source: Comcare’s The Way We Manage Claims July 2021.

24 The claims management process is detailed in guidance documentation which includes
Comcare’s Claims Manual and supporting documents.
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Claims management guidance, processes and systems

Claims Manual

2.5 The Claims Manual is the primary resource that Comcare claims managers use to administer
their responsibilities under the SRC Act. The Claims Manual is a web-based document on Comcare’s
intranet that details the processes to be followed when managing workers’ compensation scheme
claims.

2.6 It is presented by each phase of the claims process and provides detailed instructions
including step-by-step processes, as well as references to the relevant sections of the SRC Act.

Examples of this alignment for each phase of the process are set out in Table 2.1.

Table 2.1:

SRC Act reference?

Description of SRC
section

Examples of Comcare process documentation alignment with SRC Act

Claims Manual process

Lodgement

Section 53 — Notice of
injury or loss of, or
damage to, property

Employees must notify
Comcare if an injury or loss
in the workplace has
occurred and of their
intention to claim for
compensation.

Lodgement is the process
of notifying Comcare of a
workplace injury or loss to
commence a compensation
claim.

Registration

Section 53 — Notice of
injury or loss of, or
damage to, property

Section 54 — Claims for
compensation

Employees must notify
Comcare that they wish to
make a claim for
compensation before the
claim can proceed.

Registration is the process
of entering information into
the claims management
system.

Triage, support
and information

Section 14 — Injury
arising out of or in the

An injury must meet criteria
to be eligible for

Comcare will gather
information to determine if

determination

Determinations to be
notified in writing

making a determination,
Comcare must notify the
employee.

gathering course of employment compensation under the the claim meets the
Act, including that it legislative requirements.
occurred in the course of
employment.
Section 59 — Certain Documents related to the
documents to be claim must be provided to
supplied on request Comcare upon request by
the claimant or authorised
party.
Liability Section 61 — As soon as practicable after | Comcare notifies the

claimant of the outcome of
their claim including
reasons and terms of the
determination.
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SRC Act reference?

Description of SRC
section

Claims Manual process

Claim
Management

Section 16 — Medical
treatment

Section 27 —
Compensation for non-
economic loss

Comcare is liable under the
Act to pay compensation for
an injury suffered by an
employee in the course of
their work.

Where an injury results in
permanent impairment and
compensation is payable,
Comcare is liable to pay
further compensation for
non-economic losses.

Claims for medical
expenses are submitted to
Comcare by employees.
Comcare issues payments
in line with the specified
rates.

Comcare will compensate
for non-economic losses
resulting from a permanent
impairment, as assessed
against the Guide to the
Assessment of Permanent
Impairment.

Reconsideration

Section 38 — Review of
certain determinations
by Comcare

Sections 63 —
Reviewable decision to
be notified in writing

An employee may request a
review of a decision made
by Comcare.

Claimants will be notified in
writing of the outcome of
the review and will be given
the opportunity to further
apply to the Administrative
Appeals Tribunal (AAT) for
a review.

Comcare will undertake a
reconsideration of a
decision it has made.

The claimant will be notified
in writing of the outcome of
this reconsideration, and of
further actions that will
follow as a result.

Appeals

Section 64 —
Applications to the AAT

Affected parties may apply
to the AAT for a review of a
decision made by Comcare.

If affected parties appeal to
the AAT, Comcare will
instruct a legal
representative to act on its
behalf in proceedings.

Note a: The SRC Act references in the table are examples and do not show the full list of applicable sections of the
Act relating to each phase of the claims management process.

Source: ANAO analysis of the SRC Act and Comcare Claims Manual.

2.7 The ANAO found that there was alignment between the requirements of the SRC Act and
the process guidance in the Claims Manual.
2.8 Comcare updates the Claims Manual as required and since version two was released in

July 2022, Comcare has made eight updates to the manual. The first update occurred on
1 August 2022, with the latest update occurring on 13 February 2023. Changes are documented and
each change is marked as material or immaterial, with a list of internal stakeholders consulted prior
to the change. Where changes are made to content in the Claims Manual, staff are notified through
messages placed on the home page of the Claims Manual.

Other process documents

2.9 The Comcare Claims Manual is supported by a set of 53 scheme guidance documents!>
which provide claims managers and rehabilitation case managers with information they need to

15 All scheme guidance documents are available on the Comcare website at
https://www.comcare.gov.au/scheme-legislation/src-act/guidance/list.
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Claims management guidance, processes and systems

consider when applying the provisions of the SRC Act. For example, the purpose of Scheme
Guidance: No present liability determinations is to provide information on determining ‘no present
liability’ where an employee no longer suffers the effects of their compensable condition under the
SRC Act. The guidance provides: background on the relevant sections of the SRC Act; how to apply
the policy; when to determine ‘no present liability’; and a point of contact for further information.

2.10 Internally, Comcare has business process maps that visually represent the steps in the claims
process, outline who is responsible for the completion of the step, and the next step in the process.
There are also ‘governance architecture’ documents which outline at a high level what is involved
in each part of the claims process, as well as corresponding SRC Act references, links to the business
maps, and links to external resources. Parts of these documents are noted by Comcare as under
development, such as performance measures and risk.

Guidance for rates of payment for supports and benefits

2.11 In order to apply standard rates of payments for the supports and benefits that employees
can claim under the scheme, as well as permanent impairment entitlements and payments
associated with work-related deaths, Comcare sets out the basis for its pricing using various
documents and reference sources.

Costs of medical treatments

2.12  For medical treatments that can be provided under the workers’ compensation scheme,
Comcare uses the rates set out in the Australian Medical Association’s (AMA) List of Medical Services
and Fees. Treatments provided by chiropractors, occupational therapists, osteopaths,
physiotherapists and psychologists are based on the rates of payment set by the relevant workers’
compensation schemes in New South Wales, Queensland, South Australia, Victoria and
Western Australia.’® Pharmaceutical service costs are based on the Pharmaceutical Benefits
Scheme. Comcare claims managers may determine rates of payment for medical treatments where
there are no existing references. Claims managers are to be guided by circumstances when
considering whether a rate for a service or treatment is reasonable, and published national, state
or territory rates are considered best practice.

Calculation of incapacity payments

2.13  Payments for incapacitated employees!’ are calculated based on the employee’s earning
capacity, recent earnings, leave, and whether they are in receipt of a pension or other lump sum
payment. Comcare sets statutory amounts for incapacity payments for up to 45 weeks of incapacity,
and beyond 45 weeks. ‘Normal weekly earnings’ is used as a fair representation of what an
employee would have earned in a week, had the injury or illness not occurred. For the first 45 weeks
of incapacity the employee is eligible for 100 per cent of their normal weekly earnings. After 45
weeks, incapacity payments are based on the percentage of normal weekly hours the employee
works each week.

16  For the Australian Capital Territory, Northern Territory and Tasmania, Comcare determines the rates based on
the average treatment cost and those costs are indexed annually.

17 Incapacity payments compensate injured employees for loss of income until they recover or while they are on
a rehabilitation program.
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Permanent impairment payments

2.14 Comcare uses a permanent impairment guide to determine rates of compensation for
claims in which an employee has suffered a permanent impairment.'® An assessment is conducted
by Comcare to determine the level of impairment as a percentage based on the ‘whole person
impairment’. Additionally, non-economic losses such as impacts on social relationships, recreation
and leisure activities may be considered.

Payments associated with a work-related death

2.15 Maximum amounts for death lump sum payments and payments for funeral expenses are
set by Comcare and indexed annually.

Other support payments

2.16 Comcare also has guidance on the rates of compensation for other supports including:
household services; attendant care services; aids, appliances and modifications; and travel costs.

Are claims managed in accordance with the claims management
process?

The ANAO observed no deviations from the documented end-to-end claims process that
Comcare follows when processing and managing claims. Results of reconsiderations (internal
reviews) and appeals are provided to the relevant claims staff for implementation or future
improvements. Delegated claims management arrangements achieve positive results in terms
of lower claim numbers, improved return to work rates and lower premiums for the two
agencies involved in those arrangements.

2.17 Inorder to ensure that Comcare claims managers are administering their duties in line with
legislative requirements and effectively managing claims, it is crucial that they follow the Claims
Manual and other supporting guidance. This also promotes consistency in decision-making.

2.18 The key steps required in each stage of the claims process, as set out in the Claims Manual
and underpinned by the SRC Act, are shown in Table 2.2.

18 Permanent impairment is when an employee experiences a permanent loss, loss of use, damage or
malfunction of a part of their body, bodily system or function or part thereof.
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Claims management guidance, processes and systems

Table 2.2: Processes undertaken by claims managers

Claims process Process requirements

Lodgement Lodgement is where an employee (or their representative) lodges a
claim with Comcare. Claims can be lodged through Comcare’s
website, or using a hard copy claim form.

Registration Registration is the process where claims documentation and information
are transferred and/or manually entered into Comcare’s claims
management system, Pracsys.

A check for completeness of information is conducted and where
information is unavailable (for example medical certificate or other
medical evidence), generic placeholders are entered within Pracsys to
allow the claim to progress. These placeholders are progressively
replaced as the correct information comes to hand.

After a claim has been registered, it is assigned to an Assistant
Director in the Claims Management Group. The Assistant Director will
oversee the claims management process.

Triage, information gathering | Through the triage process the claim is reviewed by internal

and support stakeholders (such as claims managers, Assistant Directors, injury
managers and legal officers where required) and the information
needed to determine liability on the claim is discussed and agreed.

Additional triggers for the triage phase are where a claim requires
further decision making or following reconsiderations and/or appeals.

As part of this phase, claims are also allocated to claims managers
based on the complexity of the claim.

Liability assessment and Before a claim is accepted by Comcare, a determination must be made
decision making as to whether it meets the provisions of the SRC Act and liability is
accepted.

To determine liability, Comcare will triage the claim and gather all
information needed. Upon making a determination, the employee and
employer are advised of the decision by Comcare.

Claims management Claims management includes assessing the injuries and condition of
an employee and ascertaining the compensation and payments for
which the employee is eligible. It includes facilitating support for
medical treatment and the calculation of payments.

For the claims management phase, there is less detail provided in the
SRC Act and the processes are set out in the Claims Manual with
detailed procedures to support claims managers.

As part of this phase, Comcare will develop a claim plan which outlines
the details of the claim, including assessment of functional capacity,
treatment, rehabilitation, return to work goals, and a risk assessment.

Closure When a claim is identified as being suitable for closure, the case is
administratively closed in Pracsys. A claim may be re-opened at any
time (for example an injury could reoccur).

Source: ANAO analysis of Comcare’s claims procedures.

2.19 The ANAO undertook walkthroughs of each stage of the process (including the quality
assurance reviews, reconsiderations and appeals) in January and February 2023. The walkthroughs
were held with Comcare registrations officers, claims managers, Assistant Directors (Executive
Level 1) and Directors (Executive Level 2). The participants were asked to demonstrate the steps
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taken in each stage of the process to manage a particular claim, and the ANAO observed no
instances where Comcare did not follow the required processes. Staff also used the required
templates for correspondence, linked documentation with its record-keeping system and recorded
relevant case file notes.

Quality assurance reviews

2.20 Animportant component within the claims process is the quality assurance reviews'® that
are undertaken by Assistant Directors (team leaders) on claims managers’ decisions. Quality
assurance reviews are required to be undertaken for liability determinations and major decisions
made by claims managers, including for documents conveying complex information about a claim.2°
Quality assurance reviews are not usually required for previously agreed decisions within the
existing employee claim plan, for example the approval of medical treatment or for routine
correspondence.

2.21 The process requires the Assistant Directors in the claims operations teams to undertake a
thorough review of the claim file in Pracsys — Comcare’s claims management system — and all
linked documents stored in Comcare’s recordkeeping system, prior to the final decision being made
and recorded in Pracsys. The quality assurance reviews look for evidence of:

° clear communication;

. accurate application of legislation and guidance, and sound judgement;
° correct use of templates;

° collaboration with internal and external stakeholders; and

° decision-making guided by the substantial merits of the case.

2.22  Forinitial liability decisions on claims, the quality assurance review must be undertaken and
recorded in Pracsys before the determination can be finalised (and the claim progressed through
Pracsys).

2.23  Where issues are found during the quality assurance review, the Assistant Directors can
complete one-on-one and team training with claims managers and can also provide email feedback
and through case notes on the claims file in Pracsys.

Reconsiderations and appeals

Reconsiderations

2.24 Comcare undertakes reconsiderations (internal reviews) of decisions made under the SRC
Act, upon request by an employee or employer. Comcare can also review its own decisions, known
as reconsideration of own motion.

2.25 Thereconsideration process reviews a decision or decisions to ensure it was made correctly.
The reviewing officer in Comcare must apply the same considerations that were performed when
the initial decision was made. Reconsiderations must also be undertaken by a person separate to

19 Comcare refers to this process as quality assurance, however it is better described as supervisor verification.

20 A quality assurance review is mandatory for decisions involving: section 14 liability and claim plans; no
present liability; permanent impairment; death claims; incapacity payments; reconsiderations; debt write-offs
or waivers; and all decisions made by new claims staff within at least the first six weeks.
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Claims management guidance, processes and systems

the Comcare officer/s who were involved in making the primary determination on the claim, except
in the case of own motion reconsiderations.

2.26  Once the reconsideration process is complete, it has an internal review performed by the
Director of the Reconsiderations and Appeals Team prior to approving the decision. Comcare must
inform all parties of the outcome of the reconsideration. The Reconsiderations and Appeals Team
will contact the relevant claims management team at the conclusion of the review process and the
final outcome is discussed with the claims team (regardless of whether the decision is affirmed or
overturned).

2.27 Table 2.3 shows the numbers of reconsiderations requests received by Comcare from
2018-19 to 2021-22 as well as the overall affirmation rates where the original decision was upheld.

Table 2.3: Reconsiderations by Comcare, 2018-19 to 2021-22

2018-19 2019-20 2020-21 2021-22

Injury 278 185 140 160
Disease 274 208 135 184
Psychological 344 294 231 280
Total 896 687 506 624
Affirmation rate 81% 7% 73% 78%

Note:  Data excludes reconsiderations of own motion and delegated claims management arrangements (discussed
from paragraph 2.44 below).

Source: Comcare.

2.28 A case can be referred directly to the AAT by an employee or employer however Comcare
will always undertake a reconsideration of the case prior to it being heard before the AAT.

Appeals

2.29 If an employer or employee does not agree with a reviewable decision made by Comcare,
they can apply to the AAT?! for a review of the case. The AAT can:

° affirm a decision made by Comcare — the decision made by Comcare is unchanged;
° vary a decision — Comcare’s decision has been changed in some way;
. set aside and substitute a new decision — the AAT found that Comcare’s decision was

incorrect and has amended all or part of the decision; or
) remit a decision back to Comcare for reconsideration.

2.30 Comcare has established an instructing officer role which: provides instructions to
Comcare’s legal service providers; authorises payments for legal services and monitors
performance; ensures correct records management; and ensures the AAT outcome is provided to
the claims teams for implementation where required.

2.31 Comcare has implemented a Litigation Strategy 2020-23 which sets out Comcare’s
approach to litigation including specific initiatives to improve litigation performance. Comcare

21 The AAT undertakes independent merit reviews of administrative decisions made under Commonwealth laws.
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advised that the implementation of the strategy has contributed to a reduction in cases heard
before the AAT (see Figure 2.2).

Figure 2.2: Comcare AAT case numbers and affirmation rates, 2017-18 to 2021-22
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Source: Comcare Annual Report 2021-22.

2.32 Once Comcare registers the appeal, the instructing officer provides instructions to
Comcare’s legal service provider (selected from a panel of providers). A litigation strategy is
prepared by the legal service provider, and Comcare arranges a litigation strategy meeting, ensures
that Pracsys is updated and all records saved in Comcare’s records management system.

2.33  Once the outcome of an appeal is known, Comcare’s legal area advises the relevant claims
team. If Comcare’s original decision has been changed by the AAT, Comcare must implement the
new decision accurately and as quickly as possible. In addition to any requirement to implement
changes to claims as a result of an AAT decision, Comcare’s legal area will identify lessons learned
and make suggestions to Claims Management Group on improvements or enhancements to
managing claims. Comcare advised ‘while no specific follow-up is undertaken on the implementation
of lessons learned, they are discussed in various regular meeting forums’.

Other supports and advice

2.34  Supporting processes within the claims management process include daily triage meetings
run by each Claims Management Group Assistant Director with their teams, supported by Comcare
specialist staff where required, to provide guidance to claims managers as well as peer support.
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2.35 Technical capability officers, clinical team and injury managers are available to provide
support to claims managers throughout the claims management process. Technical capability
officers assist Assistant Directors by providing training on technical aspects of the claims
management process, including drafting decisions and interpreting legal advice, to claim
management staff. Injury managers help to interpret advice of legally qualified medical
professionals. They will review the claim file and consider the requirement for further medical
information to determine the claim, and the appropriateness of the current treatment/s and
rehabilitation.

Debt management

2.36 In circumstances where Comcare determines that it has compensated an employee more
than they are legally entitled to receive, often due to a change in circumstances, this overpayment
is known as a recoverable debt. Table 2.4 provides a summary of recoverable debts in 2021-22.

Table 2.4: Workers’ compensation scheme debts 2021-22

Debt Amount

Total raised $4,728,763
Recovered $1,076,523
Waived $1,850,050
Written off $1,148,804

Source: Comcare.

2.37 The main types of payments made under the scheme that can lead to an overpayment are
incapacity payments and rehabilitation, medical and permanent impairment payments.

2.38 Comcare has a debt recovery team responsible for the recovery of overpayments. The team
will negotiate debtor agreements between Comcare and a debtor which sets out the formal
commitment to repay overpayments and the recovery process.

2.39 Where an employee does not currently have the capacity to repay a debt, but would have
the capacity should circumstances change, a debt may be written off (placed on hold). The debt
remains legally repayable until it is waived, repaid or the statute of limitations expires, which is
commonly six years. Debts may be waived by Comcare under some circumstances, for example
where the debt arose due to an administrative error by Comcare.

Conflicts of interest

2.40 Comcare staff must take steps to identify and declare potential conflicts of interest?? where
they may have knowledge of a claimant or some form of relationship with the claimant.

2.41 Comcare’s Declaration of Interest Procedure requires Australian Government and
contractor employees to make an initial declaration upon commencement of employment and at
least annually. An annual declaration is required to be made in July each year as a component of
the Comcare performance development cycle, with the aim of avoiding conflicts of interest affecting

22 The Comcare Declaration of Interest Policy 1 July 2021 ‘sets out the obligation for Comcare officials to
identify, disclose and take reasonable steps to avoid any conflicts of interest (real or apparent) in connection
with their Comcare employment’.
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Comcare’s decisions. Comcare also requires employees to submit supplementary declarations
when a change of circumstances or role occurs throughout the year.

2.42 These declarations are reviewed for real or apparent conflicts of financial, personal,
relationship, professional or other interests with official Comcare duties. Management strategies
are used where a conflict is identified. These may include registering the interest, restricting or
removing involvement with the case, or oversight by another Comcare officer when performing
conflicting duties. At least one management strategy must be put in place for each conflict and the
strategies are to be agreed upon and endorsed by a delegate.

2.43 The ANAO reviewed extracts of declared conflicts of interest recorded in Comcare’s HR
system, Aurion, which included details of the perceived or actual conflict of interest and how the
conflict will be managed. From July 2021 to February 2023, 21 declarations were recorded and of
those, one case was transferred to another claims manager.

Delegated claims management arrangements

2.44  Under section 73B of the SRC Act, the Chief Executive Officer of Comcare can delegate
decision-making powers under the scheme to officers of Australian Government employers
(non-corporate Commonwealth entities) so they can manage their own claims, including making
determinations. These arrangements are offered to enable entities to play a greater role in
managing their claims and contribute to an efficient and effective workers’ compensation scheme.
There are three models available to entities who wish to take up these arrangements: the employer
is the delegate with Comcare as claims manager; the employer is the delegate with a service
provider as the claims manager; and the employer is the delegate and claims manager.

2.45 Since 2016, Comcare has delegated its decision-making powers and responsibilities in
relation to claims to Services Australia and the Australian Taxation Office (ATO), the two largest
Australian Government entities (by total number of employees).?? To facilitate this, the Comcare
Chief Executive Officer has issued instruments of delegation to Services Australia and the ATO.

2.46 Under the arrangements, Comcare has contracted two service providers to undertake the
management of claims on behalf of Services Australia and the ATO.2* The service providers must
use Pracsys for claims processing and have developed their own claims guidance which was
endorsed by Comcare. The service providers undertake the processing of claims and are the
employee/claimant’s key point of contact, however Services Australia and the ATO hold the
decision-making role so any approvals need to be made by the delegates in those entities.

2.47 Comcare maintains a contract manager role over the service providers and holds monthly
meetings with Services Australia and the ATO and their respective service providers to discuss
claims activity and claims management performance. Comcare is also responsible for ensuring that
Services Australia and the ATO are undertaking the claims management role in line with the SRC
Act. Both entities are required to complete an annual certification of compliance to provide
Comcare with assurance that they have met the requirements of the delegation arrangements.

23 In 2021-22 there were 159,469 employees in the Australian Public Service, of which 20,375 were employed in
the Australian Taxation Office and 34,294 were employed in Services Australia.

24 Allianz is the provider for Services Australia and Gallagher Bassett is the ATO’s provider.
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Claims management guidance, processes and systems

2.48 Comcare commissioned Deloitte to undertake an examination of its contractual
arrangements with its claims management service providers, noting a new tender process needs to
occur in mid—2023, and the final report was provided to Comcare in March 2023. It found that the
arrangements were financially beneficial for Services Australia and the ATO, and generally positive
contract management arrangements were in place with room for improvement in Comcare’s
monitoring of service performance.

249 Comcare provided the ANAO with data reports extracted from Pracsys which show that
overall, the delegated claims management arrangements have led to the following improved
outcomes.?

° The delegated claims management arrangements have resulted in higher return to work
rates for both entities — as at October 2022 (for claims initially determined in the
preceding 24 month period), Services Australia’s return to work rate was 88 per cent and
the ATO’s was 84 per cent, compared with the overall return to work rate of 75 per cent.

° The higher return to work rates and lower claim numbers has subsequently led to lower
premiums for both agencies — 0.13 per cent of ATO’s total payroll in 2021-22 (down from
0.36 per cent in 2018-19), and 0.59 per cent for Services Australia in 2021-22 (down from
1.04 per cent in 2018-19), compared with the Australian Government average of 0.79
per centin 2021-22.

. Higher reconsideration affirmation rates?® — in 2021-22 the rate was 88 per cent (refer
to Table 2.3 for Comcare’s affirmation rate).

° From 2018-19 to 2021-22, the timeframes for making new claims determinations within
the 20 and 60 day targets has been better than Comcare’s — an average of 91 per cent for
externally managed claims compared to an average of 83 per cent for Comcare.

° Relative to the other employers with the top 10 number of claims per 1,000 full time
equivalent staff, the ATO and Services Australia have some of the lowest numbers of
claims (also noting that those two agencies have the highest numbers of staff within that
cohort).

2.50 Comcare advised that some of these positive outcomes are the result of the claims
management, early intervention and rehabilitation functions being within the one agency, rather
than split between Comcare as claims manager and the employer as rehabilitation manager. This is
because the person making the decision on the claim can work closely with the person responsible
for assisting the employee to return to work. There is evidence that Comcare has engaged in
preliminary discussions with one other agency to consider adopting the delegated claims
management arrangements.

25 The ANAO did not audit the ATO and Services Australia’s management of claims nor the contracted service
providers who process the claims. Rather, the audit covered Comcare’s oversight of the delegated claims
management arrangements.

26  Affirmation rate is the number of claims cases that underwent reconsideration and the original decision was
upheld.
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Recommendation no. 1

2.51 Comcare periodically reviews the delegated claims management arrangements, including
identification of areas of efficiency and any lessons learned that could apply to Comcare’s
management of claims, or inform the application of the arrangements to other non-corporate
Commonwealth entities.

Comcare response: Agreed.

2.52 Comcare will commit to periodic reviews of the delegated claims management
arrangements to identify opportunities for efficiency and improvement.

Are fit-for-purpose systems in place to support effective claims
management?

Comcare has appropriate controls in place to ensure that its claims management systems are
fit-for-purpose to support effective claims management. Claims managers’ activities are
monitored, access to sensitive information is managed appropriately, and there is effective
segregation of duties. Systems are maintained and managed under change control processes
and security updates are regularly applied. A risk was identified for the external facing
Customer Information System for employers, where Comcare does not have a process in place
to ensure users’ access is removed when it is no longer required.

Claims management system

2.53 Comcare’s claims management system, Pracsys, is a custom-built system used to manage
all aspects of claims for compensation under the scheme. It was introduced in Comcare over 20
years ago.

2.54  Pracsys provides the functionality for the end-to-end management of claims including key
functions such as:

° claims registration, initial liability management and assessment, treatment payment
authorisation plans, benefit denials, manual and system generated task reminders,
rehabilitation monitoring, claims strategy plans, case file notes, manual and auto-
generated letters and emails;

. claim payments including calculation of compensation payments, electronic funds transfer
payments, overpayments and recoveries, and third party recoveries; and

. the ability to manage clinical panel?’ advice/injury management services, reconsiderations
and appeals.

2.55 Pracsys interacts with several other Comcare systems including records management,
document scanning of claims evidence, payroll and financial systems, medical provider invoicing,
online claims submission and an external employer portal (the latter explained in more detail at
paragraph 2.59 below).

27  Comcare’s clinical panel conducts clinical reviews and provides clinical advice to claims managers. The panel
comprises expert medical practitioners and allied health professionals.
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2.56 The ANAO undertook system walkthroughs of Pracsys and its interactions with the
supporting systems and tested the system controls.

2.57 Pracsys was developed by Comcare to meet legislative requirements resulting in a level of
complexity in its system interfaces and associated business processes. Although the walkthroughs
of the end-to-end claims processes showed no significant risks or concerns in the systems design or
control effectiveness, Comcare advised that end users found Pracsys was not user-friendly with
limited intuitive workflows. This is mitigated through close supervisor verification and oversight of
claims managers, and the detailed Claims Manual to support correct processing. There are
appropriate controls in place to mitigate the risk of incorrect processing of claims information and
ensure completeness and accuracy of claims data.

2.58 The ANAO also found that: controls are in place for the appropriateness of access to
sensitive information; claims managers’ activities are monitored; there is effective segregation of
duties controls between processing and approvals; systems are maintained and managed under
change control processes; development occurs as required to maintain systems; and security
updates are regularly applied through patch management.

Customer Information System (CIS)

2.59 CIS is the online reporting portal that Australian Government employers can use to view
their employee claims activity. It draws information from Pracsys and can present it in different
report formats. Employer rehabilitation case managers can see all claims under the employee’s
claim record, including sensitive personally identifiable information. The record also includes the
relevant Comcare claims manager and their contact details.

2.60 Each employer has a single ‘super user’ who is responsible for managing internal staff access
via a form sent to Comcare for onboarding to CIS.

2.61 Passwords expire after 90 days however there is no control in place to determine if a user’s
access is still appropriate. Comcare advised the ANAO that employers are not proactive in advising
Comcare that a user account should be removed. In addition, the 90 day expiry period can be
bypassed by the user resetting the password to maintain access. A review of expired accounts is
performed by Comcare every six months, however this would not discover ongoing inappropriate
access by former employees of Australian Government entities (or current employees who no
longer require access) where the employee may have kept their CIS account active.

2.62  Account managers of the agencies must email a request to Comcare to manually remove
user accounts which are no longer required. Given the level of personally identifiable information
available through the system, the current user controls are not effective at addressing the risk that
inappropriate access to data can occur, as a user could simply reset their password every 90 days
to maintain access, if it has not been manually removed by Comcare.

2.63  As a result of the most recent user access review conducted in August 2022, Comcare
deactivated 464 users from CIS (which Comcare advised represented 41 per cent of the total user
base at the time).
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Opportunity for improvement

2.64  Any future online portal for employers could have a mechanism in place for user accounts
to be monitored regularly by employers and required to be reported to Comcare for actioning of
any expired user accounts, or by enabling employers to self-manage the accounts of their staff.

New claims management system

2.65 In 2020-21 Comcare commenced the Claims Management Improvement Program which
was a set of projects designed to improve claims management services and the outcomes achieve
for Comcare’s clients. A key component of this program is the development and implementation of
a new claims management system to replace Pracsys. Comcare expects the new system will:

° improve customer experience through user-centric service design;

. enhance the user experience for Comcare claims managers, contracted service providers
and other government entities;

. where possible, enable digital claims management services and provide real-time,
accurate information to stakeholders and users through integration with existing and
future Comcare systems; and

° deliver modern ICT capability, increase use of cloud-based technology services and reduce
operational management overheads.

2.66 Comcare anticipates that the new system will be in operation in 2024.

Opportunity for improvement

2.67 As the current claims management system does not support intuitive workflows and
requires some manual interventions when managing claims, Comcare could consider any areas
of automation and efficiency that can be embedded in the new claims management system and
related processes.
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3. Performance measurement, reporting and
compliance

Areas examined

This chapter examines whether Comcare had appropriate performance measures and reporting
to monitor the effective and efficient management of claims, and if there was a risk-based
compliance program in place for claims management.

Conclusion

Comcare’s governance arrangements enable effective oversight and management of claims.
Comcare has external effectiveness and efficiency performance measures, however the efficiency
measure target is not based on benchmarking, making it difficult to clearly demonstrate efficiency
in claims management. Comcare reports on its claims related measures in its annual performance
statements and for the past five financial years up to 2021-22 it has been meeting its targets.
Internally, Comcare prepares detailed monthly claims management reports which contain
reporting against internal performance measures on timeliness. Comcare is implementing a
compliance and assurance framework and program of activities which are linked to identified
risks.

Area for improvement

The ANAO made one recommendation for Comcare to review its corporate performance
measures so they sufficiently cover its claims management function including a balance of
effectiveness and efficiency measures.

3.1 Comcare needs to be able to effectively measure the performance of the workers’
compensation scheme to provide assurance that the scheme is being managed appropriately and
in line with legislative requirements. Corporate performance criteria are required to be related,
measurable and complete under section 16EA of the Public Governance, Performance and
Accountability (PGPA) Rule. Performance criteria should also include measures of effectiveness and
efficiency, noting the latter is about obtaining the most benefit from available resources.

3.2 A compliance or assurance strategy should be linked to the entity’s risk management and
fraud control frameworks and be actively used to assess compliance and facilitate continuous
improvement, including appropriate monitoring and reporting on compliance activities and results.

Is an appropriate performance measurement regime in place to
monitor the effective and efficient management of claims?

Comcare reports externally on three corporate performance measures relating to claims
management. The administrative cost ratio efficiency measure is related to Comcare’s purpose
and is generally measurable, except it is not free from bias due to a lack of benchmarking to
underpin the target. The other two effectiveness measures on average premium rate and the
minimum funding ratio are related and measurable. There are internal performance measures
primarily relating to timeliness.
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3.3 Comcare’s Corporate Plan 2022-23 outlines its purpose, roles, key activities, the five
strategic priorities®® it will align its work to, as well as the performance measures, sub-measures
and targets it will use to measure achievement of its purpose. In 2022-23 Comcare had 12
performance measures and 28 sub-measures with targets.?

External performance measures on claims

3.4 Section 16EA of the PGPA Rule and the Department of Finance Resource Management Guide
(RMG) 131 Developing good performance information require entities to have meaningful
performance information which relies upon a clear understanding of the entity’s purpose and
expressing it in a way that is related and measurable.

3.5 Comcare has three corporate performance measure on claims, described in Table 3.1.

Table 3.1: Comcare’s performance measures relating to claims 2022-23
Program Key activities? Performance Performance targets and
measure descriptions
Strategic Delivering an adaptive, 5.1 Comcare 5.1.1 Target administrative cost
priority 5: secure, digital environment scheme is ratio 15 to 25 per cent, expressed
Being which supports our agency to | sustainable as by the formula:
adaptive and | Serve the needs of our evidenced through - . -
susth):\inabIe stakeholders in an efficient outcomes g%ﬁm?;{?at;ﬁ)ﬁmzzssttssﬂvﬁa??ngy
in the face of | and effective way. achieved by costs)
change. Using our portfolio scheme :
participants. 5.1.2 Average Commonwealth

management approach to
deliver programs and
projects for Comcare.

premium rate = 1 per cent of
payroll or lower, calculated by:
Implementing our People Sum of Commonwealth premium

Strategy 2019-2022 with a amounts divided by sum of
focus on culture and Commonwealth payrolls.

engagement, capability, 5.1.3 Minimum funding ratio of
talent and workforce 110 per cent, expressed by the
planning. formula:

Total assets divided by net
outstanding claims liability.

Note a: The key activities contained in Comcare’s Corporate Plan are enabling activities or delivery strategies rather
than activities that reflect Comcare’s core functions.

Source: Comcare Corporate Plan 2022-23.
3.6 The ANAO assessed the measures against section 16EA of the PGPA Rule and the results are
provided in Table 3.2.

28 Comcare’s five strategic priorities are: excellence in service; engagement with our stakeholders; prevention
and early intervention across our scheme; insight driven and risk and evidence-based practice and; being
adaptive and sustainable in the face of change.

29 The ANAO noted that Comcare’s 12 performance measures are composite measures which each include
several lower-level measures with targets. Comcare’s Corporate Plan 2022-23 refers to the lower-level
sub-measures as ‘targets’.
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Table 3.2: Assessment of performance measures
Performance measure Related? Measurable®

Reliable and Free from bias Assessable
verifiable over time

Target administrative cost ratio
15 to 25 per cent ‘ ‘ ‘

Average Commonwealth

premium rate = 1 per cent of ‘ ‘ ‘ ‘

payroll or lower
Minimum funding ratio of
110 per cent ‘ ‘ ‘ ‘

Legend: 2 Fully and/or mostly meets requirements Partially meets requirements M Does not meet
requirements.

Note a: Related refers to the requirement of subsection 16EA(a) of the PGPA Rule 2014. In applying the ‘related’
criterion, the ANAO assessed whether the entity’s performance measures:

. related directly to one or more of the entity’s purposes or key activities;
. provided a clear link between purposes, key activities and performance measures; and
. were expressed in a consistent way.
Note b: In applying the 'measurable’ criterion, the ANAO assessed whether the entity's performance measures were:
. reliable and verifiable — supported by clearly identified data sources and methodologies;

. free from bias — provides an unbiased basis for the measurement and assessment of the entity's
performance; and

. assessable over time — able to provide a basis for an assessment of performance over time.
Source: ANAO analysis based on the PGPA Act and PGPA Rule.
3.7 The target administrative ratio efficiency measure is related to Comcare’s purpose and is
largely measurable except for being free from bias because the target is not based on benchmarking
and the calculation was derived from internal financial modelling by Comcare. The shift to a target
range coincided with performance moving outside the previous target (see Table 3.4).3°

3.8 The two effectiveness measures on the average Commonwealth premium rate and the
minimum funding ratio are related to Comcare’s purpose and are measurable.

Other corporate measures indirectly associated with claims management

3.9 Comcare has two other measures in its Corporate Plan 2022-23 that are indirectly
associated with claims management.

° Resolution of Administrative Appeals Tribunal matters — the effective handling of
appeals, and the implementation of continuous improvements as result of key learnings
from appeals outcomes, is an indirect contributor to effective claims management.

° Return to work rate — Comcare reports on the totality of return-to-work rates for both
Australian Government (premium paying) employers and self-insured licensees, whereas
Comcare only manages claims on behalf of Australian Government employers. The

30 Comcare advised the ANAO that it moved to a range rather than a fixed target because ‘Performance against
this type of measure can be impacted by volatility in relation to claims cost reducing and increasing year on
year. In a long tail scheme such as Comcare, a certain level of investment into maintaining administration
expenditure is required to ensure appropriate resources are available to effectively manage unexpected
increases or decreases in claims received and the reactivation of older claims.’
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performance results are not truly indicative of effective claims management by Comcare,
noting that self-insured licensees manage their own claims.
Internal claims management performance measures

3.10 Comcare has 11 internal claims management performance measures which are reported on
in its internal Monthly Claims Management Reports as shown in Table 3.3.

Table 3.3: Internal claims performance measures

Claims process or function Performance measure and target

Claims registration For Comcare managed claims, registration and allocation occurs
within one business day of receipt 95 per cent of the time.

Initial liability determinations Initial liability determined within 20 or 60 days from date claim is
lodged with medical certificate for injury and disease claims
respectively, 95 per cent of the time.

Contact centre management Contact centre provides <0.5 queue abandonment rate.2

Contact centre provides <46 second queue time, 95 per cent of the
time.

Information receipt Hard copy documents are scanned within two business days of
receipt and provided to Claims Operations teams.

Emails received through General Enquiries email address are
actioned within two business days of receipt.

Decisions on permanent Permanent impairment claims determined within 90 days from date of

impairment receipt, 90 per cent of the time.

Claims reconsiderations Reconsiderations determined within 30 days from date of receipt,
95 per cent of the time.

Internal helpdesk responses Non-urgent helpdesk queries and other activity requests (e.g. system
changes) are responded to within two business days, 95 per cent of
the time.

For complex matters where time and review are required, the internal
client is kept up to date and reporting provided on status and next
steps.

Return to work Return to work rate of 85 per cent.

Note a: Comcare has defined an abandoned call as a call that has more than 12 second waiting time and no agent
has answered the call before the call is ended.

Source: ANAO analysis of Comcare’s Claims Management Group internal performance measures 2022—-23.

3.11 Comcare should have a balance of effectiveness and efficiency measures for both its
corporate (external) and internal performance measures so that it can clearly demonstrate whether
it is appropriately managing the workers’ compensation scheme claims and meeting its targets. This
will also ensure a comprehensive view of performance at both Comcare’s organisational level and
for its claims management function.

3.12 The majority of Comcare’s internal performance measures cover timeliness, which is
sometimes used as a proxy measure to indicate efficiency. There are no corresponding external
corporate performance measures on the timeliness or accuracy of claims processing, both of which
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are key contributors to the effective management of claims. Comcare should consider addressing
this in future reviews of its corporate performance measures.

Recommendation no. 2

3.13 Comcare reviews its corporate performance measures to:

(a) undertake benchmarking for the administrative cost ratio performance measure target;
and

(b) ensure more comprehensive coverage of it claims management function with a balance
of efficiency and effectiveness measures.

Comcare response: Agreed.
3.14  Comcare will review our performance measures for the 2024-25 performance cycle. This

review will include benchmarking for the administrative cost ratio performance measure target
and consideration of how to ensure comprehensive coverage of our claims management function.

Is there regular reporting on claims management which provides a
clear view of performance?

Comcare reports on the three claims-related external performance measures in its annual
performance statements and has been meeting its targets over the past five financial years to
2021-22. Comcare prepares detailed internal monthly claims management reports which
include claims performance metrics. These reports are distributed internally to executive
governance groups and to Comcare claims management staff.

Corporate performance measure reporting

3.15 Comcare reports on its external performance measures in its Annual Performance
Statements. The results for the claims related performance measures are set out in Table 3.4,
Table 3.5 and Table 3.6.

Table 3.4: Results of administrative cost ratio, 2017-18 to 2021-22

Year Target Results (%)

2017-18 20% or lower 18.5
2018-19 20% or lower 19.8
2019-20 17% or lower 19.7
2020-21 15-25% 20.6
2021-22 15-25% 21.7

Note:  Comcare advised the ANAO that administration costs have increased due to factors such as an increase in
the complexity of claims (for example psychological claims) and increased investment in technology.

Source: Comcare Annual Report 2021-22.
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Table 3.5: Results of average Commonwealth premium rate, 2017-18 to 2021-22

Year Target (% of payroll) Results (%)

2017-18 1.3% or lower 1.06
2018-19 1.1% or lower 0.85
2019-20 1% or lower 0.85
2020-21 1% or lower 0.85
2021-22 1% or lower 0.79

Source: Comcare Annual Report 2021-22.

Table 3.6: Results of minimum funding ratio, 2020-21 to 2021-22

Year Target Results (%)

2020-21 110% 129
2021-22 110% 124

Note:  This measure was not reported on prior to 2020-21.

Source: Comcare Annual Report 2021-22.

3.16 Comcare has met its targets for the periods shown in the tables above for all three
measures. Results for the administrative cost ratio have been declining over the past five years. The
average Commonwealth premium rate has reduced over the past five years, with some of the
decline driven by the delegated claims management arrangements for the Australian Taxation
Office and Services Australia (see paragraph 2.49).

3.17 Comcare tracks and reports internally on its corporate performance measures through a
quarterly status report to its Performance, Compliance and Engagement Committee. The results for
the administrative cost ratio are reported quarterly and results for the average Commonwealth
premium rate and minimum funding ratio are calculated annually. There is also reporting on the
administrative cost ratio performance measure to Comcare’s Executive Committee, through a
monthly finance report.

3.18 Comcare externally reports on claims management through:

° scheme performance reporting on Comcare’s website3! — includes results against the
three corporate performance measures relating to claims management and other claims
metrics such as accepted claims, claims by inquiry type, time off work, total claims costs,
costs by claims type, and average cost per claim; and

Safe Work Australia comparative performance monitoring — includes data and trends
across workers compensation schemes including funding ratio and expenditure.

Internal reporting on claims management

Monthly Claims Management Report

3.19 The Monthly Claims Management Report provides information on Comcare’s claims
management operations and performance, including statistics, trends and results for specific

31 Reporting is available from the Comcare website at https://www.comcare.gov.au/scheme-legislation/scheme-
performance/overview.
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internal claims management performance measures. The key sections of the report are described
below.

° Claims metrics — claims received (by injury type)3?, open claims (by injury type), claims by
employer, time from injury to claim lodgement, claims registered and timeliness for
registration, initial determinations and timeliness for initial determination, number of
accepted liability and initial acceptance rates, COVID-19 claims, permanent impairment
(by injury type) and incapacity payments.

° Reconsiderations — number of reconsiderations (by injury type), employer, status during
reporting period (open at start, received, decided, open at end), outcome (basis for the
decision and affirmed rate), and timeliness.

° Administrative Appeals Tribunal (AAT) process — number of appeals received by issue
type, by employer, outcomes, and timeliness.

° Finance — liability forecast, administration expense, total benefit payments, invoices (paid
and unpaid), payments by amount, medical payments by treatment group®,
overpayments, compliance and fraud.

. Return to work — by injury type, time since initial determination, and by employer.

° Other claims processes — operations of the clinical panel, complaints, feedback, request
for information, and contact centre contacts.

° Staff capability and workforce planning — internal claims help desk inquires and training
statistics.

. Results for internal performance measure — results across claims process and enabling

support. The results from the January 2023 Monthly Claims Management Report are
outlined in Table 3.7.

Table 3.7: Internal claims management performance measure results January 2023

Function Target Result Performance
against target

Claim registration | For Comcare managed 67 claims received in ‘
claims, registration and January 2023
allocation to Claims
Operations occurs within one
business day of receipt 95
per cent of the time.

e 100 per cent of claims
registered within one day

Initial liability 95 per cent of initial liability e 2022-23 YTD = 86 per cent .
determinations determlnfaq in timeframe (20 | | Rolling 13 month average =

days for injury and 60 days

. ; 86 per cent

for disease or psychological

disease).
Contact centre Contact centre provides less | o <1 per cent calls presented N/A
management than 0.5 queue abandonment were abandoned

rate.

32 Injury type categories are injury, disease or psychological disease.
33 Treatment group is the type of treatment, for example dentist, speech therapist, aids and appliances.
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Function Result Performance
against target
Less than 46 second queue e 17 second average speed to N/A
time 95 per cent of the time. answer
Information Hard copy documents e Emails being processed N/A
receipt scanned and provided to within 24 hours
Claims Operations teams
within two business days.
Emails received through the N/A
general enquiries email
address are actioned within
two business days of receipt.
Decisions on 90 per cent of the time e Percentage assessment in B
permanent permanent impairment 90 days = 44 per cent
impairment glgl(;ns are;ccrjete.rrr:med within « Average days to assess
ays ot receipt. 2022-23 YTD = 154 days
Claims 95 per cent of the time ¢ Percentage decided within B
reconsideration reconsiderations are time frame 2022-23 YTD =
determined within 30 days 77 per cent
from receipt. e Average days to decide
reconsiderations 2022-23
YTD = 30 days
Internal help desk | 95 per cent of the time e Average time taken to N/A
responses helpdesk queries and other resolve enquiries = two days
activity request are
responded to within two
business days.
For complex matters internal | ¢ Claims management report N/A
clients is kept up to date on notes timeframe for response
next steps. is given to person at time of
enquiry
Return to work Return to work rate on claims | ¢ 2022-23 YTD = 74.8 per [ |
rates is 85 per cent. cent

Legend: ® Metthe target

Note:

target cannot be determined.
Source: Comcare Monthly Claims Management Report January 2023.

3.20

Partially met the target M Did not meet the target

N/A indicates where the report provides a result but not against the specific target so performance against the

For six internal measures, Comcare did not report directly against the targets and provided

qualitative narrative for the results.3* For the internal measures on the timeliness of decisions within
the claims process, specifically the 20 and 60 day targets for initial liability determinations, the
ANAO examined the results for a six-month period from May 2022 to October 2022 as set out in
Table 3.8. Except for August 2022, Comcare did not meet its timeliness targets.

34 Comcare advised in June 2023 that quantitative data is not available for those six internal measures due to
system constraints, however, the targets are still included as they set performance expectations/goals for
claims management staff.
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Table 3.8: Results for initial liability determination timeliness measures,
May to October 2022

Measure and target July August September | October
0, 0,

% %o %o %

Initial liability — 95 per cent 93 92 90 95 86 89
of initial liability determined in
the timeframe (20 days for
injury and 60 days for
disease or psychological
disease)

Source: ANAO analysis of Comcare Monthly Claims Management Reports May to October 2022.

3.21 Comcare regularly discusses its performance results and ways to improve in operational
meetings. The report is distributed to and discussed by the Claims Management Group leadership
team (comprising the General Manager, Senior Directors, Directors and Assistant Directors) at the
end of each month.3®> This group discusses the report, any highlights or trends, explanations for
issues and action items such as further pieces of data analysis. There is no formal agenda or minutes
but an action item log is maintained.

3.22 Thereport is also provided to:

. Comcare’s Chief Executive Officer along with a covering email of key points for the month;

° Comcare’s Regulatory Operations Group each month to help inform Comcare’s priorities
as the national work, health and safety regulator; and

° Comcare’s actuaries — a summary of the report is provided each quarter.

3.23  All staff in the Claims Management Group also receive a monthly summary of key points
from the report by the General Manager.

3.24 Claims Management Group also has regular discussion on claims management operations
and performance through weekly Claims Operations meetings (General Manager and Directors) and
weekly operational check-in meetings (Directors and Assistant Directors).

Reporting to Comcare’s executive

3.25 Each quarter Comcare’s Performance, Compliance and Engagement Committee3® receives
an update on claims operations through a summary of the Claims Management Report.3”- This
consists of a covering brief, key findings, summary of business activities within Claims Management
Group and claims management metrics. The report also includes results of internal performance
measures for timeliness of registration, initial liability determination and reconsiderations. The
Committee notes the report and discusses key points, themes and trends from the data. The

35 Claims Management Group also prepares a supplementary report that covers sensitive data, for example on
secure claims. This report is only sent to select staff in the group.

36 The Performance Compliance and Engagement Committee is a committee of Comcare’s Executive Committee.
It has oversight (direction and guidance) of Comcare’s services, statutory obligations and stakeholder
engagement. The Committee meets five times per year.

37 The data in this report is extracted from the Monthly Claims Management Report for the last month of each
quarter. For example, the data used to report to the Performance, Compliance and Engagement Committee in
quarter four uses the data from the June Monthly Claims Management Report.
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Performance, Compliance and Engagement Committee also provides a briefing paper to Comcare’s
Executive Committee on the claims management report.

Is there an effective claims compliance program in place, based on
risk?

Comcare is implementing a revised claims compliance and assurance framework in 2022-23,
which is linked to the identification of key risks relating to claims management. Priority one
assurance activities have been completed and recommendations for improvement were made.
There is limited evidence of the implementation of recommendations and there is no formal
avenue for reporting of results or tracking of implementation activity.

Risk management and assurance

3.26 Section 16 of the Public Governance, Performance and Accountability Act 2013 states ‘the
accountable authority of a Commonwealth entity must establish and maintain an appropriate
system of risk oversight and management for the entity.’

3.27 Comcare has a risk oversight management policy which states that Comcare officials will
ensure that: risk management is undertaken in line with the Comcare Risk Management
Framework; risks are identified, managed, reviewed and monitored regularly; and risks are assessed
against Comcare’s risk assessment criteria.

Claims Management Group risk register

3.28 The Claims Management Group risk register identifies four risks:

° failure to achieve high performance for claims management (timeliness, cost
effectiveness, and accuracy/quality of service);

° non-compliance with legislative and regulatory requirements;

° failure to maintain a safe and healthy workplace and systems of work; and

° failure to protect data and use data to develop business intelligence.

3.29 All four risks were initially assessed as high with a revised rating of medium after the
identification of mitigation treatments.

Comcare assurance policy and map

3.30 Comcare’s Enterprise Assurance Policy sets out its assurance model®® and the Comcare
Assurance Map 2022-23 identifies the enterprise-wide assurance activities that Comcare will
undertake during the financial year. The key assurance activity in the Assurance Map for Claims
Management Group is the Claims Compliance and Assurance Framework 2022-23.

Claims Compliance and Assurance Framework

3.31 Comcare undertook an internal audit of the Claims Management Group’s Compliance and
Assurance Framework, which was completed in March 2022. The internal audit made six findings,
one of which was that when determining claims compliance and assurance activities, risk needs to

38 Comcare’s three lines of assurance are: first line — operational management; second line — risk control and
compliance oversight functions; third line — internal audits.
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Performance measurement, reporting and compliance

be given greater consideration. Comcare management responded to the recommendations and
provided evidence that they had been closed, and the overall result was the implementation of the
new compliance and assurance framework.

3.32 Claims Management Group conducted internal consultation on the revised framework
commencing June 2022 and the Claims Management Group Acting General Manager approved the
revised framework in September 2022.

3.33 The 2022-23 Compliance and Assurance Framework maps operational risks*® to the Claims
Management Group risks or fraud risks*® and assigns corresponding assurance activities. These
activities are classified as:

. first line activities — operational / business-as-usual activities; and

° second line activities — specific assurance activities aimed at reviewing or addressing a
particular area of claims management, such as compliance reviews of claims case files or
an assurance review of the claims closure process, for example.

3.34  An example of how risks and assurance activities are mapped is set out in Table 3.9.

Table 3.9: Risk mapping in the 2022-23 Compliance and Assurance Framework

Operational risk Group or fraud risk Claims stage and Second line assurance
current risk rating activity

Comcare staff do not Group failure to achieve | All claim stages Annual Closure Report

follow the established high performance for (medium risk). Review:

processes or guidelines | claims management — This file review provides

resulting in non- Accuracy/quality of an additional assurance

pomplignce aqd service. that the appropriate

inconsistency in Non-compliance with processes and guidelines

service. legislative and are being followed by
regulatory examining outstanding
requirements. actions identified in the

closure report.

Source: Comcare Claims Management Group Compliance and Assurance Framework 2022-23.

3.35 Theframework has set the same risk tolerance across all stages of the claim process and any
residual risk rating above medium is categorised as unacceptable.

Implementation of the claims compliance and assurance activities
Compliance activities

3.36 Comcare advised the ANAO that it conducts reviews of claim case files for areas of
non-compliance or potential fraud. The cases are referred to the Claims Compliance and Assurance
Team by a claims manager, a team leader, or through the reconsideration process. The compliance
review can result in no further action required, a recommended action for the claims management
team, or the claim is referred to Comcare’s Fraud Investigation Unit.

39 Comcare defines operational risk as ‘the risk of losses by flawed or failed processes, policies, systems or
events that disrupt business operations’.

40 The fraud risks in Claims Management Group include claimant fraud, employer fraud, third party fraud,
Comcare staff fraud and collusion and coercion.
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3.37 The Claims Compliance and Assurance Team tracks the progress of compliance reviews
through a compliance activities summary sheet. This records the monthly breakdown of: referrals
received; cases closed; concern type; team assessment outcomes; and the source of the referral,
summary of the concern, actions required and overall assessment outcome. In the period July 2022
to February 2023, 23 referrals were received by the team and 21 cases were closed. For the closed
cases, five required action/s to be taken and 16 required no further action.

3.38 Comcare advised the ANAO that the results of the compliance reviews are communicated
to internal stakeholders which include the relevant claims management team or the Comcare Fraud
Unit (if the case was initially referred by the Fraud Investigation Unit).

Assurance activities

3.39 The second line assurance activities have been categorised as priority one and priority two.
The priority one activities, which Comcare considers to be higher risk, are set out in Table 3.10.

Table 3.10: Second line of assurance activities (priority one)

Assurance activity ‘ Rationale Recommendations

Closure Report Review | For the closure report to be an CMG to consider assigning an

(September 2022) effective first line of assurance it expected timeframe for claims that
needs to accurately capture the right | appear in the closure report.
claims for closure and correctly Removal of the CMG requirement
identify outstanding actions for to have a conversation with an

completion. It also needs to result in

, , employee whose claim is closing
prompt action by claims management

and is less than two years old.

staff.
Review of Overpayment | The review examined the sample of Controls to be updated to prevent
Waivers waivers and the associated claims employees (claimants) submitting
(November 2022) files to identify the reasons that invoices instead of receipts when
overpayments have occurred and seeking reimbursement.

identified any trends. The review also
looked at any correlations between
the trends and reason for the waiver

Include the minutes related to debt
waivers in the relevant claim files.
This will better inform decision

being issued. making in relation to waiving debt.
Review of Claims This review examined whether high The factors that are used to assess
Allocation Principles or low intensity claims categories claim intensity need to be reviewed
(December 2022) used in the work allocation principles | as they are not effectively

are likely to be an accurate reflection | determining actual intensity and

of the workload required by that therefore, actual workload.

claim. This is to inform the balanced
allocation of work to claim managers.
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Assurance activity ‘ Rationale Recommendations

Employer Case The review checked whether the Eighty-one per cent of case

Conference Review minutes and agreed upon actions conference minutes are stored in

(January 2023) from the employer case conferences | Pracsys. It is recommended that a
are recorded on the Pracsys file and more consistent approach is
whether the agreed claims actions developed for recording and storing
were completed (or if not, reasons case conference minutes. The new
why were documented). process should be documented in

the Claims Manual.

Investigate whether monitoring of
employer meetings and the actions
from these meetings is (a) being
carried out, and (b) is meeting
stakeholder needs.

Injury Management and | A review of a sample (around 20 per | Activity in progress as at

Clinical Panel cent) of clinical panel reviews March 2023.
recommendations. completed between August and
(January to October 2022 with an even
March 2023) distribution across teams, disciplines
and reasons for referral and
recommendations.

Source: ANAO analysis of Comcare’s assurance review reports.

3.40 Of the assurance activities listed in Table 3.10, Comcare advised that the closure report
review resulted in a subsequent change to the claims procedures, where the Claims Manual was
updated to remove the need for a claims manager to have a conversation with an employee whose
claim is being closed within a two year period. As at March 2023 there was no evidence that the
other recommendations from the completed assurance activities had been implemented.

3.41 The results of assurance activities set out in Table 3.10 are sent to Claims Management
Group staff as well as to Assistant Directors/Team Leaders through talking points.

3.42  Assurance activity findings can also lead to procedural changes to the Claims Manual. For
example, a claims compliance review found that a requirement of the incapacity payment rate was
not clearly communicated in the Claims Manual, which was subsequently updated.

3.43  Priority two activities relate to areas of lower risk and the following activities were identified
in the compliance and assurance framework 2022-23:

° review of the quality assurance process;

° accepted injury recovery times review;

° review of initial liability decisions over KPI;

° review of triage and claim review meetings and triage and claim plans;
° invoices and receipts review;

. payment review; and

° manual check of return to work status codes.

3.44 As at March 2023, the priority two assurance activities had yet to commence. Comcare
advised the ANAO that the first of these activities is planned to be completed in 2022-23, which is
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reviewing the quality assurance process. Comcare advised the ANAO in June 2023 that this review
had commenced.

Reporting on compliance and assurance activities

3.45 The monthly Claims Management Reports contain a year-to-date summary of claims case
files referred for a compliance review. The report also contains:

° monthly issues raised by claims compliance and assurance team;
° cases where corrective action is taking place; and
° an update on progress of assurance activities.

3.46 The results of the compliance and assurance activities are not provided to any of Comcare’s
governance committees, in particular the Performance, Compliance and Engagement Committee.
In order to ensure an appropriate level of oversight of these activities, Comcare should ensure that
this committee is provided with regular updates.

Fraud

3.47 In line with the requirements of the Commonwealth Fraud Control Framework 2017,
Comcare has developed an overarching fraud policy and a fraud control plan. The plan sets out
Comcare’s fraud and corruption framework and outlines Comcare’s obligations and activities in
relation to monitoring and reporting fraud and corruption. The framework focusses on a suite of
prevention, detection and response strategies to decrease the likelihood of the risk of fraud being
realised.

3.48 If any fraud issue arises from the compliance or assurance activities discussed above, the
matter is to be referred to the Comcare Fraud Unit. Comcare advised that since the introduction
of the new compliance and assurance framework, there has been one new referral of an issue to
the Comcare Fraud Unit, as a result of assurance activity findings.

O A sel

Grant Hehir Canberra ACT
Auditor-General 22 June 2023
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Appendix 1 Entity response

Australian Government

Comcare

8 June 2023

Mr Grant Hehir

Auditor General

Australian National Audit Office
GPQO Box 707

Canberra ACT 2601

Dear Auditor General,

Thank you for the opportunity to provide comment on the Australian National Audit Office’s (ANAO)
report on Comcare’s Administration of workers compensation scheme claims.

Comcare welcome the conclusion that our administration of claims made under the workers
compensation scheme is effective. In recent years Comcare has invested in its claims management
function through delivering a range of projects and initiatives to improve Comcare’s Claims
Management function. The findings reflect the benefits of this investment and demonstrate our
commitment to excellence in service provision.

Comcare will continue this commitment in addressing the report’s recommendations arising to
ensure claims management arrangements continue to be efficient and effective. We will also ensure
this is demonstrated through our performance reporting.

Please find enclosed with this letter Comcare’s summarised response to the report and responses to
the recommendations.

Comcare would like to thank ANAO for the collaborative and professional approach in conducting
this audit.

Yours Jsrir)g;er_gly

L _Chief Executive Officer, Comcare

GPO BOX 9905
CANBERRA ACT 2601
1300 366 979
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Appendix 2 Improvements observed by the ANAO

1. The existence of independent external audit, and the accompanying potential for scrutiny
improves performance. Improvements in administrative and management practices usually
occur: in anticipation of ANAO audit activity; during an audit engagement; as interim findings are
made; and/or after the audit has been completed and formal findings are communicated.

2. The Joint Committee of Public Accounts and Audit (JCPAA) has encouraged the ANAO to
consider ways in which the ANAO could capture and describe some of these impacts. The ANAQO’s
2022-23 Corporate Plan states that the ANAO’ s annual performance statements will provide a
narrative that will consider, amongst other matters, analysis of key improvements made by
entities during a performance audit process based on information included in tabled performance
audit reports.

3. Performance audits involve close engagement between the ANAO and the audited entity
as well as other stakeholders involved in the program or activity being audited. Throughout the
audit engagement, the ANAO outlines to the entity the preliminary audit findings, conclusions
and potential audit recommendations. This ensures that final recommendations are appropriately
targeted and encourages entities to take early remedial action on any identified matters during
the course of an audit. Remedial actions entities may take during the audit include:

. strengthening governance arrangements;

° introducing or revising policies, strategies, guidelines or administrative processes; and
° initiating reviews or investigations.

4, During the course of the audit, the ANAO did not observe changes in Comcare’s
approach.
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