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Australian National

Audit Office

Canberra ACT
31 August 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 the Department of Social Services and
Services Australia. The report is titled Accuracy and Timeliness of Welfare Payments.
Pursuant to Senate Standing Order 166 relating to the presentation of documents when
the Senate is not sitting, | 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

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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A Audit snhapshot

Auditor-General Report No.4 2023-24
Accuracy and Timeliness of Welfare Payments

\J
g Why did we do this audit? P what did we find?

» A bilateral partnership arrangement has been » The department's and Services Australia’s
in place between the Department of Social management of welfare payment
Services (the department) and Services accuracy and timeliness has been partly
Australia since the establishment of Centrelink effective.
in 1997. » The department’s oversight has been

» Effective management of welfare payments to partly effective due to weaknesses in
ensure recipients receive ‘the right payment at bilateral agreements, assurance
the right time' is central to the bilateral arrangements and shared risk
arrangement. It also supports proper use and management.
management of public resources. » Monitoring and reporting of payment

» This audit was conducted to provide accuracy was partly effective. The
assurance to Parliament on the department methodology for measuring accuracy is
and Services Australia’s processes for largely robust. Data collection does not
monitoring, reporting and continuously adequately support continuous
improving welfare payment accuracy and improvement.
timeliness. » Monitoring and reporting of payment

timeliness was partly effective. The
methodology for measuring timeliness is

P Key facts not robust and reporting has been
biased.

» In 2021-22 Services Australia was responsible

] s
for delivering $124.7 billion in welfare §= What did we recommend?

payments on behalf of the department to

eligible families, parents, seniors, people with » There were 14 recommendations to the
a disability, carers, job seekers and students department and Services Australia.
(representing around 20 per cent of all » 11 were agreed, one was partially agreed,

Australian Government spending). and two were not agreed.

$8.0b 81.4% 70.9%

ANAO estimate of welfare ANAO estimate of proportion ~ ANAO estimate of proportion of welfare
overpayments in 2021-22 of welfare recipients receiving claims processed within bilateral
(6.71% of total payments) correct payments in 2021-22 timeliness standards in 2021-22




Summary and recommendations

Background

1. The Department of Social Services (the department) is responsible for providing targeted
welfare payments and other assistance to ‘people who cannot fully support themselves’.! Services
Australia, an executive agency within the social services portfolio, has a purpose to ‘support
Australians by efficiently delivering high-quality, accessible services and payments on behalf of
the Government’.? The Secretary of the department has delegated responsibility for delivering
and managing the department’s welfare payments to the Chief Executive Officer of Services
Australia. In 2021-22 Services Australia delivered welfare payments totalling $124.7 billion on the
department’s behalf (representing around 20 per cent of all Australian Government spending).

2. A bilateral partnership arrangement has been in place between the department and
Services Australia since the establishment of Centrelink in 1997.2 The arrangement is supported
by bilateral agreements, which include bilateral performance measures for the accuracy and
timeliness of welfare payments Services Australia delivers on the department’s behalf.* Services
Australia also reports on a measure it calls ‘payment correctness’ in its annual report.®

Rationale for undertaking the audit

3. Effective management of welfare payment processing to ensure recipients receive ‘the
right payment at the right time’ is central to the bilateral arrangement between the department
and Services Australia. Accuracy and occurrence of personal benefits is a key audit matter for the
ANAQ’s financial statements audit program and a key area of financial statements risk for the
department due to: the high volume and varying complexity of payments processed by Services
Australia on complex IT systems; and the reliance on correct disclosure of personal circumstance
information by a large number of recipients across diverse socioeconomic groups. This audit was
conducted to provide assurance to Parliament on the department’s and Services Australia’s
processes for monitoring, reporting and continuously improving welfare payment accuracy and
timeliness.

Audit objective and criteria

4, The objective of the audit was to assess the effectiveness of Department of Social Services’
and Services Australia’s management of the accuracy and timeliness of welfare payments.

1 Department of Social Services, Portfolio Budget Statements 2022—-23, Budget Related Paper No. 1.14, Social
Services Portfolio, Commonwealth of Australia, October 2022, p. 42.

2 Services Australia, Corporate Plan 2022—-23, Commonwealth of Australia, 2022, p. 6.

3 Services Australia was established as an executive agency within the social services portfolio in February 2020.
Predecessor entities to Services Australia with responsibility for delivering welfare payments (as service
providers to the entities responsible for these payments) were: Centrelink from July 1997 to June 2011; and
the Department of Human Services from July 2011 to January 2020.

4 Payment accuracy is the extent to which the amounts Services Australia pays to welfare recipients accurately
reflect what they should receive. Payment timeliness is the timeliness of Services Australia’s processing of
claims for welfare payments.

5 Payment correctness is a performance measure Services Australia uses to assess whether it has processed the
department’s welfare payments correctly based on information provided by recipients — that is, without any
administrative errors that have a monetary impact, such as an overpayment or underpayment.
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5. To form a conclusion against the objective, the following high-level criteria were adopted:

° Has the department established effective oversight arrangements for the accuracy and
timeliness of Services Australia’s payment delivery?

° Have the department and Services Australia established effective processes for
monitoring, reporting and continuously improving payment accuracy?

° Have the department and Services Australia established effective processes for
monitoring, reporting and continuously improving payment timeliness?

Conclusion

6. The department’s and Services Australia’s management of the accuracy and timeliness of
welfare payments has been partly effective.

7. The department’s oversight arrangements for the accuracy and timeliness of welfare
payments have been partly effective. Current bilateral agreements do not adequately support
oversight of payment accuracy and timeliness, and attempts to update relevant agreements have
been unsuccessful to date. The department’s oversight of payment accuracy and timeliness has
not been proactive and strategic. Assurance arrangements for payment accuracy and timeliness
are not sufficiently objective and independent, and shared risks relating to payment accuracy and
timeliness are not being managed collaboratively.

8. The department’s and Services Australia’s processes for monitoring, reporting and
continuously improving payment accuracy are partly effective. A largely robust methodology and
largely effective operational processes have been established for monitoring payment accuracy,
and the entities have started using data to attempt to drive payment accuracy improvements.
Weaknesses were found in relation to setting bilateral performance targets, identifying
underlying causes of payment inaccuracies, ensuring data accuracy and completeness, and quality
assuring reported results. Services Australia’s payment correctness performance measure is
biased, and changes to the treatment of Disability Support Pension inaccuracies have introduced
bias to payment accuracy reporting.

9. The department’s and Services Australia’s processes for monitoring, reporting and
continuously improving payment timeliness are partly effective. The methodology for measuring
welfare claim processing timeliness is not robust. Recent changes to bilateral performance
measures have not been based on sound rationales. Claim processing timeliness reporting has
been partly reliable and verifiable, but a 2020 methodological change introduced bias. The
timeliness of Services Australia’s claim processing has largely been driven by resourcing decisions.

Supporting findings

Oversight arrangements

10. Current bilateral agreements between the department and Services Australia do not
adequately support the department’s oversight of payment accuracy and timeliness. While
accuracy and timeliness are core components of current agreements, relevant content is
incomplete and out of date. The department and Services Australia renegotiated the head
agreement in April 2023 and the entities plan to update other aspects of the bilateral framework
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Summary and recommendations

by October 2023. Previous attempts to update agreements over the last seven years were
unsuccessful. (See paragraphs 2.3 to 2.12)

11. Reporting on payment accuracy and timeliness has been monitored by senior executive-
level bilateral committees. The department’s oversight has generally focussed on performance
results, rather than strategic consideration of underlying causal factors. Since 2021 there has been
increased oversight of payment accuracy and timeliness at the accountable authority level,
focusing on remedial action to address declining performance results. (See paragraphs 2.14
to 2.24)

12. Current bilateral arrangements do not provide the department with an objective and
independent assessment of governance, risk management and control processes for payment
accuracy and timeliness. The department and Services Australia have separately identified
deficiencies in payment assurance arrangements, but progress in addressing these issues has
been limited. (See paragraphs 2.25 to 2.40)

13. The department and Services Australia use a quarterly performance assurance report and
annual payment accuracy risk management plans to manage shared risks. These processes do not
provide effective mechanisms to support the department in proactively and strategically
managing shared risks relating to payment accuracy and timeliness. (See paragraphs 2.42 to 2.53)

Payment accuracy

14. The methodology for monitoring payment accuracy via the Payment Accuracy Review
Program is largely robust. It produces largely reliable statistical estimates of underpayments,
overpayments and the resulting effect on the accuracy of welfare payments. However, it does not
allow for robust analysis of the effectiveness of Services Australia’s payment accuracy controls or
the underlying causes of inaccuracies, particularly regarding the relative impact of administrative
error, recipient non-compliance and fraud. The department has no established rationale for its
95 per cent benchmark target for payment accuracy. (See paragraphs 3.2 to 3.39)

15. The department and Services Australia have developed largely effective operational
processes for conducting payment accuracy reviews. Services Australia’s procedural
documentation is clear, comprehensive and identifies legislative requirements and
responsibilities. Quality assurance processes established by Services Australia and the
department were partly effective. While comprehensive quality assurance processes have been
established, processes for ensuring the accuracy and completeness of data could be strengthened
to enable more robust analysis of underlying payment inaccuracy causes. (See paragraphs 3.40
to 3.60)

16. Reporting of payment accuracy results has been based on largely reliable methodologies
and data sources. Reporting has been partly free from bias, as Disability Support Pension
reporting has excluded certain inaccuracies since 2019—20 which has improved reported accuracy
results. Payment accuracy reporting has been largely unverifiable. The ANAO was only able to
replicate 33.5 per cent of results reported from 2018-19 to 2021-22 due to calculation errors and
ad hoc deviations from the methodology that were not adequately documented. (See paragraphs
3.61t03.83)
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17. Services Australia’s reporting of payment correctness results has been partly reliable and
largely verifiable. However, its reporting has been biased as its payment correctness performance
measure excludes most incorrect payments. (See paragraphs 3.84 to 3.103)

18. In 2021 the department and Services Australia started using payment accuracy
performance information to identify improvement opportunities and monitor the impact of
initiatives. Various high-level strategies have been developed, but there is limited evidence of
outcomes being achieved. Data quality issues with Payment Accuracy Review Program data limit
the ability to drill deeper into payment inaccuracy causes, which means Services Australia may
not be effectively targeting its payment accuracy improvement initiatives. (See paragraphs 3.104
to 3.118)

Payment timeliness

19. The current methodology for monitoring payment timeliness is not robust. The
department and Services Australia have engaged in a protracted review process since 2017 but
changes to bilateral timeliness performance measures made through this process have largely not
been based on robust rationales. In addition, the entities have not adequately considered the
business rules for calculating claim processing timeliness at a bilateral level. (See paragraphs 4.2
to 4.28)

20. Reporting of payment timeliness results has been biased and partly reliable and verifiable.
A 2020 methodology change provided a significant increase in Services Australia’s timeliness
results that was not reflective of improved performance, introducing bias to its reporting. This
change also reduced the reliability of the methodology. The ANAO was only able to replicate
72.6 per cent of reported bilateral timeliness results from 2018-19 to 2021-22 using the entities’
documented business rules. (See paragraphs 4.29 to 4.56)

21. Since the late 1990s, when Centrelink was established, payment timeliness performance
measures have remained the same or become longer, in the context of changes to welfare claim
processing that should have made it easier to meet targets. Services Australia has used
performance information on claim processing timeliness primarily to manage its workforce and
prioritise work items. The department informed the ANAO it has limited levers to drive
improvements in Services Australia’s payment timeliness. (See paragraphs 4.57 to 4.64)

Recommendations

Recommendation no. 1  Department of Social Services and Services Australia complete the

Paragraph 2.10 current bilateral arrangement refresh process by October 2023,
ensuring revised service arrangements for welfare payments
include effective mechanisms to support the department’s
oversight of welfare payment accuracy and timeliness.

Department of Social Services response: Agreed.

Services Australia response: Agreed.
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Recommendation no. 2
Paragraph 2.38

Recommendation no. 3
Paragraph 2.51

Recommendation no. 4
Paragraph 3.21

Recommendation no. 5
Paragraph 3.33

Recommendation no. 6
Paragraph 3.55

Summary and recommendations

Department of Social Services and Services Australia establish by
October 2023:

(a) processes to exchange relevant internal audit and
management assurance reports; and

(b) a robust bilateral assurance framework that facilitates
independent and objective assessment of welfare payment
control effectiveness.

Department of Social Services response: Agreed.

Services Australia response: Agreed.

Department of Social Services and Services Australia implement
robust bilateral processes by October 2023 to manage shared risks
relating to welfare payment accuracy and timeliness, including
establishing and maintaining joint risk management plans and/or
registers.

Department of Social Services response: Agreed.

Services Australia response: Agreed.

Department of Social Services, in consultation with Services
Australia, review key performance measure benchmark targets for
the accuracy of welfare payment giving due consideration to
payment inaccuracy risk tolerance.

Department of Social Services response: Agreed.

Department of Social Services, in consultation with Services
Australia, amend the methodology for the Payment Accuracy
Review Program to enable assessments to be made of:

(a) the dollar impact of potential fraud, opportunistic and
inadvertent non-compliance and administrative error on
welfare payments; and

(b) the effectiveness of Services Australia’s control framework.

Department of Social Services response: Partially agreed.

Services Australia establish processes to ensure:

(a) quality checking and quality assurance processes are
undertaken and appropriately documented; and

(b) data captured through the Payment Accuracy Review
Program is accurate and complete.

Services Australia response: Agreed.
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Recommendation no. 7 Department of Social Services:

Paragraph 3.67 (a)

(b)

review any payments that are not currently captured by the
Payment Accuracy Review Program to assess the impact of
exclusion on the assessment of payment accuracy for all
welfare payments and whether any or all of the currently
excluded payments should be included; and

list any payments excluded from the Payment Accuracy
Review Program in external reporting, including the
rationale for exclusion.

Department of Social Services response: Agreed.

Recommendation no. 8 Department of Social Services ensure reporting on payment
Paragraph 3.75 accuracy is unbiased by:

(a)

(b)

assessing the impact of changes in medical eligibility on the
accuracy of Disability Support Pension payments either
through conducting medical reviews under the Payment
Accuracy Review Program or some other mechanism; and

not excluding any identified inaccuracies from reported
results, including cancellations due to changes in medical
eligibility and recipients transferring to another payment.

Department of Social Services response: Not agreed.

Recommendation no. 9 Department of Social Services ensure reporting on payment
Paragraph 3.82 accuracy is verifiable by:

(a)

(b)

establishing a register to document any deviations from the
Payment Accuracy Review Program methodology and the
rationale for the deviations; and

conducting and documenting additional quality assurance
over weighting calculations.

Department of Social Services response: Agreed.

Recommendation no. 10 Services Australia develop a reliable and unbiased external

Paragraph 3.93 performance measure for welfare payment correctness that
includes recipient errors or adopt payment accuracy as a
performance measure.

Services Australia response: Not agreed.
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Recommendation no. 11
Paragraph 4.24

Recommendation no. 12
Paragraph 4.41

Recommendation no. 13
Paragraph 4.47

Summary and recommendations

Department of Social Services, in consultation with Services
Australia, revise existing bilateral key performance measures for
claim processing timeliness based on consideration of:

(a)

(b)
(c)
(d)

(e)

(f)

claim processing stages and reasonable timeframes for each
stage;

claimants’ needs for timely support;

Services Australia’s claim processing capacity;

where payments involve different processing pathways
(such as manual and automatic processing), the potential
need for separate measures for each pathway;

the potential need for separate measures for different work
items (such as new claims, claims reopened on appeal, and
non-claim work items); and

business rules that should be applied in calculating results.

Department of Social Services response: Agreed.

Department of Social Services, in consultation with Services
Australia, ensure:

(a)

(b)

(c)

bilateral timeliness key performance measures are developed
for all welfare payments;

business rules for claim processing timeliness key
performance measures are free from bias; and

any methodology changes that impact on reported results
and the rationales for the changes are explained in reporting.

Department of Social Services response: Agreed.

Department of Social Services complete the following steps when
developing or revising bilateral key performance measures for claim
processing timeliness:

(a)

(b)

(c)

conduct analysis of any potential unintended incentives for
prioritising certain types of claims that may be created by
proposed key performance measures;

assess the merit and viability of developing additional key
performance measures for the timeliness of non-claim work
items; and

design key performance measures to ensure claims are
effectively prioritised after they fall outside timeliness
standards.

Department of Social Services response: Agreed.
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Recommendation no. 14 Services Australia ensure that:

Paragraph 4.54 (a) the business rules for calculating claim processing timeliness

key performance measures are complete and accurate; and

(b) appropriate bilateral quality assurance processes are
established to verify reported claim processing timeliness
results.

Services Australia response: Agreed.

Summary of entity response

22.

The proposed audit report was provided to the department and Services Australia. The

entities’ summary responses are reproduced below. Their full responses are included at Appendix
1. Improvements observed by the ANAO during the course of this audit are listed at Appendix 2.

Department of Social Services

The department welcomes the Australian National Audit Office (ANAO) report Accuracy and
Timeliness of Welfare Payments.

The department acknowledges the audit findings and agrees with all the recommendations, with
the exception of one. The department is committed to ensuring social security payments are
delivered accurately, consistent with the legislation, and in a timely manner. The department is
currently working with Services Australia to update Bilateral Management Protocols to ensure
appropriate service delivery standards are met. This audit provides added impetus to ensure these
protocols are effective.

The department does not agree with Recommendation 8 on medical checks for Disability Support
Pension (DSP) recipients. The imposition of medical reviews as part of the Payment Accuracy
Review Program would have an inequitable impact on some DSP recipients. The Recommendation,
if implemented, would mean DSP recipients undergoing a Payment Accuracy Review Program
review would require medical checks, thereby placing additional burdens on those randomly
selected for review, when compared to the wider payment population.

Services Australia

Services Australia (the Agency) notes the findings of the report that the Agency’s arrangements
for managing welfare payment accuracy and timeliness are partly effective, with regard to a largely
robust methodology and largely effective operational processes for monitoring payment accuracy,
driving payment accuracy improvements with the use of data, and processes to continuously
improve payment timeliness.

The Agency’s focus is on ensuring the right payment, to the right person, at the right time. To that
end, the Agency will continue to work collaboratively with the Department of Social Services to
further strengthen our joint processes for governance, risk management, performance monitoring
and reporting, and quality assurance, which will together improve the accuracy and the timeliness
of the welfare payments we deliver.
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Summary and recommendations

Key messages from this audit for all Australian Government entities

23.

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.

Governance and risk management

Where an entity delegates service delivery functions to another entity, it remains accountable
for delivery outcomes. In this context, the entity must establish a bilateral arrangement that
enables it to effectively oversee the services and functions it has delegated. The bilateral
arrangement needs to incorporate robust processes to provide independent and objective
assurance on the delivery of agreed outcomes, and facilitate strategic consideration of shared
risks. Where one entity has identified gaps or risks with business processes or assurance
processes, there should be mechanisms in place to promptly communicate these issues to the
other entity.

Performance and impact measurement

Methodologies for performance measurement should be documented to enable the
reperformance of calculations and replication of reported results. Methodology changes
should be documented in a register, including the rationale for the change, approver and date
the change is to take effect. Entities should identify data limitations and underpinning
assumptions when publishing performance information.

Performance measures for the timeliness of processing activities need to consider external
and internal factors such as user need for timely service delivery, available technology and
resources, and existing business processes. If a performance measure covers different
processing activities (such as manual processing, automated processing and reassessing items
following an appeal or review), entities should consider creating separate measures with
benchmark timeframes appropriate for each activity.
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Audit findings
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1. Background

Introduction
11 The Department of Social Services (the department or DSS) has responsibility for delivering:

A sustainable social security system that incentivises self-reliance and supports people who cannot
fully support themselves by providing targeted payments and assistance.®

1.2 In 2021-22 the department was responsible for welfare payments totalling $124.7 billion,
representing around 20 per cent of all Australian Government spending. These payments are made
under unlimited special appropriations established by legislation (see Table 1.1).”

Table 1.1: Special appropriations for welfare payments, 2021-22
Special appropriation Type Purpose 2021-22
(authorising legislation) payments
($m)

Social Security Unlimited | To enable the payment of income support 104,692
(Administration) Act 1999 payments.
A New Tax System (Family | Unlimited | To enable the payment of family income 16,967
Assistance) (Administration) support payments.
Act 1999
Paid Parental Leave Act Unlimited | To enable payments to working parents to 2,644
2010 enhance maternal and child health and

shared caring responsibilities.
Student Assistance Act Unlimited | To enable payment of student assistance 413
1973 benefits for Isolated Children and the

Aboriginal Study Assistance Scheme.
Total® 124,717

Note a: Payments do not add to total due to rounding.

Source: DSS, Annual Report 2021-22, Commonwealth of Australia, 2022, pp. 214-215.

1.3 Services Australia was established as an executive agency within the social services portfolio
in February 2020. Its purpose is to ‘support Australians by efficiently delivering high-quality,
accessible services and payments on behalf of the Government’.2 Through a longstanding bilateral
arrangement, Services Australia is responsible for delivering welfare payments on the department’s
behalf through its Social Security and Welfare program.® To facilitate this, the Secretary of the

6 DSS, Portfolio Budget Statements 2022-23, Budget Related Paper No. 1.14, Social Services Portfolio,
Commonwealth of Australia, October 2022, p. 46.

7 Special appropriations are legislative provisions outside of annual appropriation Acts that authorise the
government to spend money from the Consolidated Revenue Fund for specified purposes. Special
appropriations can be one-off, limited by amount and/or duration, or unlimited and ongoing (such as welfare
payments, which are based on eligibility criteria outlined in legislation). Once established, special
appropriations do not require further annual scrutiny from Parliament to continue to be valid. Other
government spending (such as for entities’ running costs, grant and subsidies) is funded through annual
appropriation Bills, which are introduced to the Parliament two to three times per year.

8 Services Australia, Corporate Plan 2022—23, Commonwealth of Australia, 2022, p. 6.

9 Predecessor entities to Services Australia with responsibility for delivering welfare payments (as service
providers to the entities responsible for these payments) were: Centrelink from July 1997 to June 2011; and
the Department of Human Services from July 2011 to January 2020.
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department has delegated powers to assess, determine and make welfare payments to the Chief
Executive Officer of Services Australia.1°

1.4 Table 1.2 shows 2021-22 payment expenditure and recipient numbers for the department’s
top ten welfare payments. Collectively these ten payments represented around 95 per cent of the
department’s total welfare payments in 2021-22. A full list of the department’s welfare payments
delivered by Services Australia is at Appendix 3, including coverage of these payments by bilateral
key performance measures (KPMs) relating to payment accuracy and timeliness.!?

Table 1.2: Top ten welfare payments by expenditure, 2021-22

Payment PBS Program Special appropriation Payments Number of
($m) recipients

Age Pension 1.2 — Support for Social Security 51,132 2,557,691
Seniors (Administration) Act 1999
Disability Support | 1.3 — Financial Social Security 18,334 764,967
Pension Support for People | (Administration) Act 1999
with Disability
JobSeeker 1.5 — Working Age | Social Security 14,844 831,601
Payment Payments (Administration) Act 1999
Family Tax 1.1 — Family A New Tax System (Family 12,334 N/A2
Benefit A Assistance Assistance) (Administration)
Act 1999
Carer Payment 1.4 — Financial Social Security 6,573 301,217
Support for Carers | (Administration) Act 1999
Parenting 1.5 — Working Age | Social Security 4,915 231,999
Payment Single Payments (Administration) Act 1999
Family Tax 1.1 — Family A New Tax System (Family 3,432 N/A2
Benefit B Assistance Assistance) (Administration)
Act 1999
Parental Leave 1.1 — Family Paid Parental Leave Act 2010 2,511 178,778
Pay Assistance
Carer Allowance 1.4 — Financial Social Security 2,462 622,765
Support for Carers | (Administration) Act 1999
Youth Allowance 1.6 — Student Social Security 1,884 77,237
(Student) Payments (Administration) Act 1999

Note a: Family Tax Benefit recipient information is reported with a two-year lag, so 2021-22 figures were not available.
Note b: Number of individuals and families that started receiving Parental Leave Pay in the financial year.
Source: DSS, Annual Report 2021-22, Commonwealth of Australia, 2022, pp. 46—47 and 243-244.

10 In contrast, while the Department of the Treasury is responsible for taxation matters, powers and functions
under the Taxation Administration Act 1953 have been directly conferred on (rather than delegated to) the
Commissioner of Taxation (the accountable authority for the Australian Taxation Office).

11 Payment accuracy KPMs measure the extent to which the amounts Services Australia pays to welfare
recipients accurately reflect what they should receive. Payment accuracy KPM coverage is discussed at
paragraphs 3.63 to 3.66. Payment timeliness KPMs measure the timeliness of Services Australia’s processing
of claims for welfare payments. Payment timeliness KPM coverage is discussed at paragraphs 4.32 to 4.34.
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Bilateral arrangement between the department and Services Australia

15 The bilateral arrangement between the department and Services Australia began as a
‘purchaser-provider’ arrangement established in 1997 between the newly created Centrelink and
the Department of Social Security. Under a ‘purchaser-provider’ arrangement, one entity purchases
services from another entity, with agreed expectations and service levels set out in bilateral
agreements. From 1997-98 Centrelink began reporting to the department against bilateral KPMs
for the accuracy and timeliness of welfare payments it made on the department’s behalf.

1.6 In 2011 the bilateral relationship changed from a ‘purchaser-provider’ arrangement to an
‘appropriated partnership’ arrangement (when Centrelink became part of the Department of
Human Services). Under an ‘appropriated partnership’ arrangement, one entity is accountable for
delivering services and prioritising service delivery within its funding budget (appropriation); and
the other entity retains policy responsibility for those services.

1.7 For welfare payments, the Secretary of the department is accountable for delivery of
welfare payment outcomes and all payment-related functions that have been delegated to
Services Australia, including payment accuracy and timeliness.'? The Chief Executive Officer (CEO)
of Services Australia is accountable for whole-of-government service and payment delivery and
Services Australia receives direct funding to manage these functions through a departmental
appropriation ($4.6 billion in 2022-23).13 Services Australia has bilateral arrangements with the
department and other entities (such as with the Department of Health and Aged Care for delivery
of Medicare services) and needs to prioritise service and payment delivery across these
arrangements within its allocated funding. Accordingly, to ensure that welfare payment delivery
achieves its policy objectives, the department must establish a robust bilateral arrangement with
Services Australia that enables it to effectively oversee the delivery of its delegated functions and
resolve competing risk priorities.

1.8 The current Bilateral Management Arrangement (BMA) between the department and
Services Australia comprises: a high-level Head Agreement; and a series of subordinate bilateral
agreements (called ‘protocols’ and ‘service schedules/arrangements’) outlining how the entities will
work together to achieve desired outcomes.'* Reporting against KPMs for the accuracy and
timeliness of welfare payments still forms a central component of the BMA. The current Payment
Assurance Service Arrangement (dated April 2016) sets out that: Services Australia is responsible
for implementing payment assurance activities, monitoring their effectiveness and providing
feedback to the department; and the department is responsible for reporting to government on
outcomes and issues.

12 The Secretary’s accountability is established under the Administrative Arrangements Order and through
legislation establishing welfare payment special appropriations, which confers powers to assess, determine
and make welfare payments to the Secretary.

13  The CEQ’s accountability was established under the Governor-General’s order to establish Services Australia
as an executive agency, which specifies its functions as including to: design, develop, deliver, co-ordinate and
monitor government services and payments relating to social security, child support, students, families, aged
care and health programs (excluding Health provider compliance); provide the Government with advice on
the delivery of government services and payments; and collaborate with other agencies, providers and
businesses to deliver convenient, accessible and efficient services to individuals, families and communities.

14  The current BMA Head Agreement was signed by the accountable authorities of the two entities in April 2023,
replacing a Statement of Intent from 2018.
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1.9 Under the BMA, the department reports on welfare payment accuracy in its annual report,
Services Australia reports on payment accuracy and timeliness to the Secretary of the department
through an annual assurance statement, and Services Australia reports on payment correctness and
timeliness in its annual report.’> In addition, the department and Services Australia provide
guarterly performance reporting to bilateral governance bodies comprised of senior executives
from both entities.

Payment accuracy

1.10 Welfare payments are considered ‘accurate’ if Services Australia pays ‘the right person the
right amount through the right program at the right time’.' Inaccurate payments can be either
overpayments or underpayments, and can result from fraud, corruption, recipient error (such as
inadvertent non-compliance with requirements to report changes in circumstances!’) and/or
administrative error (such as errors in Services Australia’s payment processing).

1.11  From July 2002 Centrelink, on behalf of the department, began using the results of a random
sample survey of welfare recipients to assess the accuracy of welfare payments. As of June 2023,
this survey-based approach, now called the Payment Accuracy Review Program (PARP), was still the
primary mechanism for assessing the accuracy of the department’s payments. Broadly, the PARP
involves:

° identifying a random sample of welfare payment recipients;

° undertaking reviews of their eligibility and circumstances (PARP reviews) to determine if
they are receiving the right payment for the right amount on a particular fortnight; and

° using PARP review results to estimate payment accuracy (also referred to as ‘payment
integrity’ or ‘integrity of payment outlays’) for the population of welfare recipients.

1.12 The department and Services Australia use data generated through the PARP to report to
bilateral governance bodies on a trimester basis on performance against KPMs for the accuracy of
individual welfare payments. Services Australia uses the same data to report on accuracy KPM
performance to the Secretary of the department annually through its annual assurance statement.
The department also reports on welfare payment accuracy in its annual report using the results of
the PARP.

1.13 Asshown in Figure 1.1, the overall payment inaccuracy rate for the department’s welfare
payments, as measured through the PARP, has increased since 2013-14. The inaccuracy rate went
above five per cent (representing the department’s payment accuracy target of 95 per cent) for
the first time in 2018-19 and was above the target in 2020-21 and 2021-22. In 2021-22 the
department estimated that the total value of overpayments was $7.174 billion (6.0 per cent of

15 Payment correctness is a performance measure Services Australia uses to assess whether it has processed the
department’s welfare payments correctly based on information provided by recipients — that is, without any
administrative errors that have a monetary impact, such as an overpayment or underpayment.

16  Services Australia, Annual Report 2021-22, Commonwealth of Australia, 2022, p. 108. In this context, the
term ‘right program’ means the right welfare payment.

17 Recipients of some welfare payments, known as income support payments, are required by social security law
to report changes in their personal or financial circumstances that may affect their payments (such as changes
in income, assets, or relationship status) to Services Australia within 14 days. Income support payments are
regular payments to assist with living costs such as Age Pension, Austudy, Carer Payment, Disability Support
Pension and JobSeeker Payment.
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total payments), and the total value of underpayments was $514 million (0.4 per cent of total
payments). Individual payment accuracy KPMs and reported results from 2018-19 to 2021-22
are reproduced at Appendix 4.

Figure 1.1: Payment inaccuracy rate, 2013—-14 to 2021-22
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Source: ANAO analysis of DSS annual reports from 2013—-14 to 2021-22. DSS did not report an overall accuracy rate
in its 2020—21 annual report, so the result for that year is sourced from internal reporting.

1.14 In 2022-23 Services Australia had 150 operational staff working on the PARP (excluding
support staff and managers).*® Figure 1.2 shows Services Australia has conducted an average of
around 21,000 PARP reviews of individual welfare recipients per year since 2013-14. In 2019-20
PARP reviews were suspended for trimester three (1 March to 30 June 2020) due to Services
Australia’s COVID-19 pandemic response.!® The department and Services Australia further agreed
that three payments (Disability Support Payment, Parenting Payment Partnered and Parenting
Payment Single) would not be reviewed in trimester three 2021-22 (1 March to 30 June 2022) due
to the diversion of PARP staff to priority activities in response to the continuing COVID-19 pandemic
and natural disaster events (particularly, New South Wales and Queensland floods in early 2022).

18 Services Australia could not provide an estimate of its internal budget allocation for the PARP.

19 Auditor-General Report No.23 2020-21 Services Australia COVID-19 Measures and Enterprise Risk
Management, paragraph 4.39, available from https://www.anao.gov.au/work/performance-audit/services-
australia-covid-19-measures-and-enterprise-risk-management.
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Figure 1.2: Number of PARP reviews conducted, 2013-14 to 2021-22
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Source: DSS annual reports from 2013—-14 to 2021-22.
Payment correctness

1.15 Services Australia has also used PARP data to report on welfare payment correctness in its
annual report. Centrelink first publicly reported a correctness result based on PARP data in
2004-05, and the calculation method has not changed since then. Services Australia has defined
payment correctness as ‘the percentage of [PARP] reviews without a dollar impact error based on
information provided by the customer’?%, and it has used this performance measure to assess the
correctness of its administrative decision making and processing.?! As shown in Figure 1.3, the
percentage of PARP reviews identifying dollar impact administrative errors has steadily decreased
since 2009-10, and has been consistently below five per cent (representing Services Australia’s
payment correctness target of 95 per cent).

20 Centrelink, Annual Report 2005-06, Commonwealth of Australia, 2006, p. 26.

21 Services Australia changed the name of its payment correctness performance measure to ‘administrative
correctness’ in April 2023 in response to a recommendation from an Australian National University review of
the PARP methodology (this change is discussed at paragraph 3.90).
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Figure 1.3: Percentage of PARP reviews with dollar impact administrative errors,
2004-05 to 2021-22
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Source: ANAO analysis of Centrelink annual reports from 2004—05 to 2010-11, DHS annual reports from 2011-12 to
2017-18, and Services Australia annual reports from 2018-19 to 2021-22.

Payment timeliness

1.16 Individuals can claim most welfare payments online using a ‘Centrelink online account’
through the myGov platform. In 2021-22 Services Australia reported that it processed more than
4.5 million welfare claims for the department, of which around 3 million were granted and
1.5 million rejected.??

1.17 ‘Payment timeliness’ is a measure of the time it takes Services Australia to process claims
for welfare payments. The department and Services Australia have agreed KPM benchmarks for the
timeliness of specific payments — for example, the benchmark for the Crisis Payment is the
completion of 90 per cent of claims within two calendar days, whereas for the Disability Support
Pension it is completion of 80 per cent of claims within 84 calendar days.

1.18 Services Australia has reported against an aggregate welfare payment timeliness
performance measure in its annual report since 2015-16 with a performance target of 82 per cent
of claims processed within agreed KPM benchmark standards.?®> Figure 1.4 shows Services
Australia’s performance has been variable, achieving the target in four of the past seven years.

22 Services Australia, Annual Report 2021-22, Commonwealth of Australia, 2022, p. 55.

23 Services Australia adopted a ‘work processed within timeliness standards’ strategic performance measure in
its 2022-23 corporate plan, combining the welfare payment timeliness measure with timeliness measures for
Medicare payments, Child Support payments and Emergency payments. Services Australia’s performance
target for the measure was 90 per cent of claims processed within standards.
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Figure 1.4: Welfare claim processing timeliness, 2015-16 to 2021-22
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Source: ANAO analysis of DHS annual reports from 2015-16 to 2017-18 and Services Australia annual reports from
2018-19 to 2021-22.

1.19 The department and Services Australia report on timeliness KPMs for individual welfare
payments to bilateral governance bodies on a quarterly basis, and Services Australia reports on
timeliness KPM performance to the Secretary of the department annually through its annual
assurance statement. Payment timeliness KPMs and results from 2018-19 to 2021-22 are
reproduced at Appendix 5.

Rationale for undertaking the audit

1.20 Effective management of welfare payment processing to ensure recipients receive ‘the right
payment at the right time’ is central to the bilateral arrangement between the department and
Services Australia. Accuracy and occurrence of personal benefits is a key audit matter for the
ANAQO'’s financial statements audit program and a key area of financial statements risk for the
department due to: the high volume and varying complexity of payments processed by Services
Australia on complex IT systems; and the reliance on correct disclosure of personal circumstance
information by a large number of recipients across diverse socioeconomic groups.?* This audit was
conducted to provide assurance to Parliament on the department’s and Services Australia’s
processes for monitoring, reporting and continuously improving welfare payment accuracy and
timeliness.

Audit approach

Audit objective, criteria and scope

1.21  The objective of the audit was to assess the effectiveness of Department of Social Services’
and Services Australia’s management of the accuracy and timeliness of welfare payments.

1.22 To form a conclusion against the objective, the following high-level criteria were adopted:

24 The department has also been included in the ANAQO’s annual performance statements audit program since it
commenced in 2021-22 and Services Australia has been included from 2022-23. More information is
available from https://www.anao.gov.au/work-program/annual-performance-statements-audits.
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° Has the department established effective oversight arrangements for the accuracy and
timeliness of Services Australia’s payment delivery?

° Have the department and Services Australia established effective processes for
monitoring, reporting and continuously improving payment accuracy?

° Have the department and Services Australia established effective processes for
monitoring, reporting and continuously improving payment timeliness?

1.23  The ANAOQ’s analysis of payment accuracy and timeliness reporting examined the period of
July 2018 to June 2022 and, where relevant, the ANAO examined key events up to and including
June 2023.%° The ANAO did not directly examine Services Australia’s fraud and corruption control
or debt management activities (including the Online Compliance Intervention System for Debt
Raising and Recovery, colloquially known as Robodebt).?6 Debt management was the subject of a
separate performance audit, which was presented to Parliament in May 2023.%’

Audit methodology
1.24 To address the audit objective and criteria, the ANAO:

° examined documentation held by the department and Services Australia, including
governance body papers and minutes, internal and external reporting, and email records;

° conducted process reviews for payment accuracy and timeliness monitoring activities,
including reviewing procedural documentation and quality assurance processes;

. extracted and analysed monitoring data from 2018-19 to 2021-22 to verify reporting on
payment accuracy and timeliness;

. held meetings with staff of the department and Services Australia; and

° invited input from external stakeholders (three contributions were received from two
individuals).

1.25 The audit was conducted in accordance with ANAO Auditing Standards at a cost to the ANAO
of approximately $614,000.

1.26  The team members for this audit were Daniel Whyte, Anne Kent, Ewan McPherson, James
Carrington, Magdalena Carrasco, Nathan Daley, Qing Xue, Zhuo Li, Xiaoyan Lu and Alexandra Collins.

1.27 The ANAO has co-operative evidence gathering arrangements in operation with entities. On
3 February 2023 Services Australia advised the ANAO that it was unable to voluntarily provide
certain information requested by the ANAO due to legislative restrictions on the disclosure of
requested information. On 9 February 2023 the Acting Auditor-General issued Services Australia

25 The audit did not include analysis of the implications for welfare payment accuracy of findings outlined in the
Commonwealth Ombudsman’s statement titled Lessons in lawfulness (issued on 2 August 2023). The
Ombudsman’s findings related to the lawfulness of Services Australia’s income apportionment calculations for
welfare payments between 2003 and December 2020. While the audit involved testing of PARP reviews’
conformance with operational policies and procedures, it did not include testing of individual payment
calculations for welfare recipients subject to PARP reviews.

26  Services Australia’s use of automated income averaging to identify potential welfare overpayments and raise
debts between 2015 and 2019 is discussed in the Report of the Royal Commission into the Robodebt Scheme
(provided to the government and published on 7 July 2023). The Government has not yet published a
response to the recommendations.

27  Auditor-General Report No.28 2022-23 Debt management and recovery in Services Australia, available from
https://www.anao.gov.au/work/performance-audit/debt-management-and-recovery-services-australia.
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with a notice to provide information and produce documents pursuant to section 32 of the Auditor-
General Act 1997 to enable it to provide the requested information taking account of legislative

requirements. Services Australia provided the information requested within the specified time,
following receipt of the notice.
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2. Oversight arrangements

Areas examined

This chapter examines whether the Department of Social Services (the department or DSS) has
established effective oversight arrangements for the accuracy and timeliness of welfare
payments that Services Australia delivers on its behalf.

Conclusion

The department’s oversight arrangements for the accuracy and timeliness of welfare payments
have been partly effective. Current bilateral agreements do not adequately support oversight of
payment accuracy and timeliness, and attempts to update relevant agreements have been
unsuccessful to date. The department’s oversight of payment accuracy and timeliness has not
been proactive and strategic. Assurance arrangements for payment accuracy and timeliness are
not sufficiently objective and independent, and shared risks relating to payment accuracy and
timeliness are not being managed collaboratively.

Areas for improvement

The ANAO made three recommendations aimed at: ensuring bilateral arrangements support the
department’s oversight of payment accuracy and timeliness; establishing a robust bilateral
assurance framework; and implementing robust bilateral risk management processes.

2.1 As noted at paragraphs 1.6 and 1.7, the department and Services Australia have an
‘appropriated partnership’ bilateral arrangement.

The department is responsible for welfare payment policy and for administration of
special appropriations established for welfare payments (see paragraph 1.1). The
Secretary has delegated authority for delivering and managing welfare payments to the
Services Australia Chief Executive Officer (CEQ). The Secretary of the department is
accountable for delivery of welfare payment outcomes and all functions delegated to
Services Australia, including payment accuracy and timeliness.

Services Australia receives a direct appropriation for delivering government services and
payments. The CEO of Services Australia is accountable for prioritising service and
payment delivery within this allocation.

2.2 To support effective oversight of an appropriated partnership, the entity accountable for
the services needs to establish robust bilateral agreements with the delivery entity, which should
include clear objectives, defined roles and responsibilities, and effective processes for issue
identification and dispute resolution. Bilateral governance bodies should be established at

a

ppropriate levels to ensure proactive and strategic management and oversight of the services

being delivered. Bilateral arrangements should include appropriate assurance processes that
provide the accountable entity with an objective and independent assessment of delivery
mechanisms.?® Robust processes for identifying, communicating and managing shared risks are also

28 Assurance is ‘an objective examination of evidence for the purpose of providing an independent assessment

on governance, risk management, and control processes for the organization.” HM Treasury, Assurance
Frameworks, December 2012, p. 6. Under section 16 of the Public Governance, Performance and
Accountability Act 2013, accountable authorities of Commonwealth entities must establish and maintain
appropriate systems of internal control. Accordingly, entities need to establish appropriate arrangements to
provide independent and objective assurance that controls are operating effectively.
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Oversight arrangements

important, particularly when the accountable entity’s and delivery entity’s risk tolerances differ.?°
This chapter examines whether the department has established an effective bilateral arrangement
with Services Australia that supports its oversight of welfare payment accuracy and timeliness and
includes appropriate processes for assurance and shared risk management.

Do bilateral agreements adequately support the department’s
oversight of payment accuracy and timeliness?

Current bilateral agreements between the department and Services Australia do not
adequately support the department’s oversight of payment accuracy and timeliness. While
accuracy and timeliness are core components of current agreements, relevant content is
incomplete and out of date. The department and Services Australia renegotiated the head
agreement in April 2023 and the entities plan to update other aspects of the bilateral
framework by October 2023. Previous attempts to update agreements over the last seven years
were unsuccessful.

Structure of the Bilateral Management Arrangement

2.3 A machinery-of-government change in September 2013 brought responsibility for welfare
payments together within the department.3° In October 2014 the department established a
Bilateral Management Arrangement (BMA) with Services Australia3!, comprising:

. a head agreement — which outlined the purpose, outcomes and principles of the BMA,
defined each entity’s roles and responsibilities, established governance and operational
arrangements for managing the BMA, and included a bilateral assurance framework;

° protocols — subordinate agreements outlining processes, frameworks and guidelines to
support operational arrangements; and

° service schedules/arrangements — subordinate agreements relating to the payments,
programs and services that Services Australia delivered on the department’s behalf.

2.4 In April 2018 the accountable authorities of the department and Services Australia signed a
Statement of Intent, which replaced the 2014 BMA Head Agreement. In April 2023 the accountable
authorities signed a new BMA head agreement, which superseded the two previous agreements.
The 2023 Head Agreement stated that subordinate agreements entered into under the previous
agreements remained in effect and bilateral protocols would be revised over the first three to six
months of the new agreement (by July to October 2023). BMA agreements in effect as of June 2023
are outlined in Appendix 6.

29 Auditor-General Report No.30 2019-20 Bilateral Agreement Arrangements Between Services Australia and
Other Entities, available from https://www.anao.gov.au/work/performance-audit/bilateral-agreement-
arrangements-between-services-australia-and-other-entities.

30 Prior to September 2013, the Department of Families, Housing, Community Services and Indigenous Affairs
was responsible for age, disability and carer payments and family assistance, and the Department of
Education, Employment and Workplace Relations was responsible for working age and student payments.

31 Services Australia was established as an executive agency within the social services portfolio in February 2020.
Predecessor entities to Services Australia with responsibility for delivering welfare payments (as service
providers to the entities responsible for these payments) were: Centrelink from July 1997 to June 2011; and
the Department of Human Services (DHS) from July 2011 to January 2020.
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Bilateral agreement coverage of payment accuracy and timeliness

2.5 As of June 2023 four service arrangements (pre-dating the 2023 Head Agreement) included
content related to the accuracy and timeliness of welfare payments. In addition, the 2016 Payment
Assurance Service Arrangement includes reference to an additional subordinate agreement with
related content — the Random Sample Surveys Standing Operational Statement, which was last
updated in May 2019. Table 2.1 outlines the ANAQ’s assessment of the completeness and currency
of this content. In summary:

° all relevant subordinate bilateral agreements were out of date, with commitments to
annual reviews included within the agreements not having been met; and

° content related to payment accuracy and timeliness was incomplete and out of date (all
agreements included references to ceased payments and/or did not include all current
payments and revised key performance measures, and some agreements did not include
entity roles and responsibilities or had outdated references to issues resolution
processes).

Table 2.1: ANAO assessment of completeness and currency of BMA subordinate
agreement content related to welfare payment accuracy and timeliness

Agreement Related content Complete?

Age, Disability and e Outlines Services Australia’s responsibilities for X X
Carer Service ensuring payments are accurate and timely.
Arrangement . :
Includes high-level statement about accuracy

(October 2014) and timeliness KPMs.
Family Assistance and | e Includes timeliness and accuracy KPMs for X X
Child Support Service family assistance payments.
Arrangement
(April 2016)
Labour Market Policy ¢ Includes timeliness and accuracy KPMs for X X
and Student Payments working age and student payments.
Service Arrangement
(April 2016)
Payment Assurance ¢ Outlines responsibilities for payment accuracy X X
Service Arrangement monitoring, reporting, risk management and
(April 2016) compliance.

¢ Includes accuracy KPMs for welfare payments.
Random Sample e Outlines framework for managing the Payment v X
Surveys Standing Accuracy Review Program (PARP).
Operational Statement .
(May 2019) ¢ Includes protocols and timeframes for key PARP

components (such as sample selection, data
validation, and external validation).

Key: v yes ¥no
Note a: Agreements were assessed to be incomplete if there was relevant content that was not included (such as new
or updated KPMs for welfare payments, entity roles and responsibilities, or issues resolution processes).

Note b: Agreements were assessed to be not current if there was relevant content that was out of date (such as
payments or processes that had ceased) or they had not been updated in accordance with the review period
defined within the agreement.

Source: ANAO analysis of DSS and Services Australia documentation.
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Attempts to refresh the bilateral arrangement

2.6 In 2016 the department commissioned a review of entity accountabilities and the operation
of the BMA (‘Review of Accountabilities — The Bilateral Management Arrangement’), led by
Ms Peta Winzar.3? The review was finalised in August 2016 and made 22 recommendations for
reforming the BMA, including an overarching recommendation that:

DSS and [Services Australia] develop a new, transformative partnership agreement which:

. explicitly aims to transform policy and delivery by collaborating,
. reflects the separate, shared and reciprocal accountabilities of both departments, and
. which uses a control-assure-improve model of accountability to design a performance

framework which aligns with the outcomes set out in the DSS Portfolio Budget Statement,
and employs a risk-based and proportionate suite of assurance mechanisms.

2.7 The department and Services Australia did not document their responses to the
recommendations. Following the Review of Accountabilities, the department and Services Australia
initiated a BMA review project in late 2016 with the aim of having revised arrangements in place
for 2017-18. In November 2016 the department told the Joint Committee of Public Accounts and
Audit that the BMA review would be completed in early 2017.33 The project was subsequently
delayed due to the entities prioritising other activities (such as developing Budget proposals and
revising the annual assurance statement process), and a revised timeline was agreed in April 2018
that committed to bilateral agreements being finalised between June 2018 and February 2019. The
Statement of Intent (see paragraph 2.4) and some bilateral protocols were finalised in 2018 and
early 2019. Core elements of the BMA review project relevant to welfare payment timeliness and
accuracy (such as an independent review of bilateral KPMs and a revised assurance framework)
were not progressed.

2.8 A November 2019 internal audit of welfare payment processing undertaken by the
department found there was limited evidence that the department had accepted or rejected the
recommendations of the 2016 Review of Accountabilities or put in place management actions to
address them. The internal audit included a recommendation, agreed by management, that the
department redesign the existing BMA in consultation with Services Australia, including updating
the Statement of Intent and reshaping arrangements and protocols. Implementation of the
recommendation has been delayed, with reporting to the department’s audit committee from 2020
to 2022 citing reasons such as: the establishment of Services Australia; the COVID-19 response;
prioritising work on addressing payment inaccuracy; and implementing recommendations from an
Australian National University review of the methodology for measuring payment accuracy
(discussed in paragraphs 3.5 to 3.10).

2.9 A renewed BMA project was initiated in 2022 with the aim of developing a revised suite of
bilateral agreements by the end of 2022. The renewed project has also been delayed. As of June
2023, the only output of the project was the April 2023 Head Agreement, which includes a revised

32 Ms Peta Winzar, a former Department of Social Services Group Manager (Senior Executive Service Band 2),
was engaged as a consultant to complete the review.

33 Commonwealth of Australia, Official Committee Hansard, Joint Committee of Public Accounts and Audit,
30 November 2016, public hearing for inquiry into Commonwealth risk management — Auditor-General report
No. 18 Qualifying for the Disability Support Pension (2015-16), p. 19.
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governance structure for the refreshed BMA (discussed at paragraph 2.16). None of the proposed
subordinate agreements relating to payment accuracy and timeliness had been finalised.

Recommendation no. 1

2.10 Department of Social Services and Services Australia complete the current bilateral
arrangement refresh process by October 2023, ensuring revised service arrangements for welfare
payments include effective mechanisms to support the department’s oversight of welfare
payment accuracy and timeliness.

Department of Social Services response: Agreed.

2.11  An updated Bilateral Management Arrangement Head Agreement was signed by
department’s  Secretary, Mr Ray Griggs AO CSC, and the Services Australia CEO,
Ms Rebecca Skinner PSM, in April 2023. Subordinate Protocols and Service Arrangements are
being updated.

Services Australia response: Agreed.

2.12 The Head Agreement was executed by the Entity Heads on 25 April 2023, and the
underpinning Protocols will be finalised by October 2023 as outlined in the Bilateral Management
Arrangement (BMA). Subordinate documents will be reviewed and finalised in the first half of
2024, after the Protocols are executed.

ANAO comment on Services Australia’s response:

2.13  While Services Australia agreed to this recommendation, its comment indicates that it
does not intend to complete the current bilateral arrangement refresh process by October 2023.

Has the department had adequate oversight of payment accuracy and
timeliness?

Reporting on payment accuracy and timeliness has been monitored by senior executive-level
bilateral committees. The department’s oversight has generally focussed on performance
results, rather than strategic consideration of underlying causal factors. Since 2021 there has
been increased oversight of payment accuracy and timeliness at the accountable authority
level, focusing on remedial action to address declining performance results.

Bilateral governance structure
Bilateral governance bodies

2.14  As described at paragraph 2.1, the Secretary of the department is accountable for welfare
payment outcomes and the CEO of Services Australia is accountable for whole-of-government
service and payment delivery. Beneath the accountable authorities, the 2014 Head Agreement
established a governance structure centred around a Senior Executive Service (SES) Band 3 level
Bilateral Management Committee (BMC). Reporting to BMC were six SES Band 2 level Strategic
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Business Discussion (SBD) committees3* and a Systems Access and Management Information
(SAMI) Committee. In December 2016 the department and Services Australia reduced the number
of BMA governance bodies to three, retaining BMC, a single SBD and SAMI. This was originally
intended as an interim measure, pending the outcomes of a review of BMA governance
arrangements (which was not completed).

2.15 The interim structure was subsequently incorporated into the 2018 Statement of Intent.
Under the Statement of Intent, BMC and SBD were responsible for oversight of payment accuracy
and timeliness, with the agreement stating that BMC ‘monitors program and payment
performance’ and SBD ‘provides oversight of program performance and payment outcomes’. This
governance structure, which remained in place until March 2023, is depicted in Figure 2.1.

Figure 2.1: BMA governance structure, as of March 2023

DSS Secretary Services Australia CEO

_Assu rance
Statement® A

| |
Bilateral Management Committee (BMC)

Membership: DSS and Services Australia SES Band 2 and 3 officers
with responsibility for programs and payments covered by the BMA

Strategic Business System Access Management
Discussion (SBD) Information (SAMI) Committee
(SES Band 1 and 2) (SES Band 1 and 2) Key:
[ T B » Delegation
( DSS and Services Australia Program Owners (SES Band 1) ) — —» Reporting

Note a: While not a requirement of the Bilateral Management Arrangement (BMA) until it was included in the 2023
BMA Head Agreement, by convention the Services Australia CEO has provided an annual assurance
statement to the Secretary reporting against ‘bilateral assurance areas’ outlined in the 2014 BMA Head
Agreement. The five bilateral assurance areas were: 1. Integration of policy and service delivery; 2. Shared
understanding of policy and delivery outcomes sought; 3. Systems, data and management information
continuity and interoperability; 4. Effective relationship management; and 5. Payment assurance.

Source: ANAO analysis of DSS and Services Australia documentation.
2.16 The April 2023 BMA Head Agreement outlines a new governance structure, which as of June
2023 was in the process of being established, that involves:

° meetings between the Secretary of the department and Services Australia CEO at least
twice a year;

° three SES Band 3 level meetings occurring twice yearly covering social security and family
payment integrity, community and disability policy and program delivery, and whole of
portfolio matters;

34  The six SBDs covered the following themes: Labour Market; Families and Communities; Age, Disability and
Carer; Aged Care; Payment Assurance; and Cross-Outcome.
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. three SES Band 2 level SBD meetings and one SES Band 2 level data forum occurring
quarterly®; and

° a series of other ad hoc and scheduled working group and committee meetings at an
SES Band 1 level.

Bilateral governance body oversight

2.17 The ANAO examined BMC and SBD meeting papers and minutes from 2018-19 to 2021-22
to assess the adequacy of these bodies’ oversight of payment accuracy and timeliness. BMC and
SBD generally met quarterly over this period, except for a ‘pause’ from late 2019 to late 2020
attributed to the establishment of Services Australia and the COVID-19 response.

2.18 As shown in Figure 2.2, all BMC and SBD meetings held over the four years included
discussion of payment accuracy and/or timeliness matters. Discussion generally focussed on
changes in the quarterly KPM results. Limited progress was made over this period on strategic
projects, such as the BMA refresh and development of a revised assurance framework.

. During 2018-19 BMC and SBD discussed both payment accuracy and timeliness issues. In
that year most payments fell short of timeliness KPM targets3®, and aggregate payment
accuracy results failed to meet the department’s 95 per cent target for the first time.

° After bilateral meetings resumed in 2020-21 discussion focused on topics relating to the
measurement methodologies (such as reviewing the payment accuracy methodology and
timeliness KPMs), particularly at SBD meetings. In addition, there was increased focus on
payment accuracy during 2020-21 and 2021-22 as KPM results deteriorated.

35 The Data SES Forum held its first meeting on 18 May 2023. The Payment Integrity, Payment Accuracy, Debt &
Compliance and Automation SBD (one of the three SBD meetings under the revised governance structure)
held its first meeting on 14 July 2023.

36 Payments that fell short of timeliness KPM benchmark targets in 2018—-19 were: ABSTUDY; Age Pension;
Assistance for Isolated Children; Austudy; Carer Payment; Carer Allowance; Newstart Allowance; Parenting
Payment Partnered; Parenting Payment Single; Pensioner Education Supplement; Sickness Allowance; Special
Benefit; Youth Allowance (Other); and Youth Allowance (Student and Apprentice). Descriptions of these
payments are provided in Appendix 3.
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Figure 2.2: BMC and SBD discussion topics?, quarter one 2018-19 to quarter four
2021-22°
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Note a: BMC and SBD discussion topics were determined through analysis of meeting minutes. Agenda items were
assessed as having multiple discussion topics when separate topics were discussed under a single item.
Topics were classified based on whether they related to: payment timeliness performance; payment accuracy
performance; methodologies for measuring payment timeliness or accuracy; BMA matters (for example, the
BMA review project); and other matters (for example, policy matters, upgrades to payment processing systems,
etc.).

Note b: Quarter in which meeting was held, rather than for which performance reporting was presented. BMC meetings
were paused from Q2 to Q4 2019-20 and no BMC meeting was held in Q3 2021-22. No SBD meeting was
held in Q1 2018-19 and SBD meetings were paused from Q3 2019-20 to Q1 2020-21.

Source: ANAO analysis of DSS and Services Australia documentation.
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Reporting to SBD and BMC

2.19 The department’s 2019 internal audit of welfare payment processing (discussed at
paragraph 2.8) found that:

. BMC and SBD had not clearly defined their expectations for reporting; and

. information being provided was not transparent and was insufficient to inform strategic
decision-making and demonstrate their responsibilities had been acquitted.

2.20 The audit made a recommendation to clearly outline the information and reporting
expectations for each committee. While the terms of reference for BMC and SBD were updated in
December 2021 in response to this recommendation, the revisions were superficial and did not
address the substance of the recommendation relating to information and reporting expectations.

2.21 The ANAO'’s analysis of papers presented to BMC and SBD from 2018-19 to 2021-22 found
that the committees received regular reporting on KPM performance. Less frequently, papers were
presented that provided detailed analysis of the drivers of accuracy and timeliness performance.

o The department and Services Australia prepare a quarterly performance assurance report,
which includes reporting against accuracy and timeliness KPMs and commentary from
Services Australia on KPMs not achieving benchmark targets. The report was provided to
most SBD meetings and two thirds of BMC meetings held from 2018-19 to 2021-22
(although BMC only received an executive summary in 2018-19).

. One paper was presented over the period on payment timeliness performance. In April
and May 2019 the department and Services Australia presented a paper to SBD and BMC
that provided quantitative analysis of Newstart Allowance claim processing timeliness,
following a rise in the number of unfinalised claims.

° Papers on payment accuracy performance were more frequent, starting from the
beginning of 2021 as KPM performance declined. These papers noted a high level of
payment inaccuracy risk associated with JobSeeker Payment recipients incorrectly
reporting their earned income, and discussed remediation actions being taken by Services
Australia.

Accountable authority oversight

2.22 In addition to the regular oversight of payment accuracy and timeliness through bilateral
governance bodies, there has been engagement at the accountable authority level. The Secretary
of the department has written to the Services Australia CEO on three occasions since 2019 raising
concerns about payment accuracy and timeliness results.

° In October 2019 the Secretary expressed concern that Services Australia’s 2018-19 Annual
Assurance Statement did not include detail on claim processing timeliness and requested
such information be included in future. Services Australia’s subsequent annual assurance
statements in 2019-20, 2020-21 and 2021-22 included reporting on payment timeliness
KPM performance.

. In April 2021 the Secretary expressed concern about payment accuracy results and
requested detailed analysis of factors driving inaccuracy and a remediation plan. The
Services Australia CEO responded in May 2021 identifying the key drivers of inaccuracy as:
recipients failing to report changes in their circumstances; and a large cohort of new
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2.23

Oversight arrangements

welfare recipients during COVID-19 who were unfamiliar with the welfare system. The
CEQ’s letter also noted actions being taken to address the deficiencies, including obtaining
assurance and advice from KPMG on COVID-19 activities and factors contributing to
inaccuracy and using Single Touch Payroll (STP) data to pre-fill recipients’ employment
reporting forms.3’

The Secretary wrote to the CEO again in November 2022, in response to commentary on
STP in Services Australia’s 2021-22 Annual Assurance Statement, requesting ‘an assurance
around the role of STP in improving payment accuracy’. The Services Australia CEO
responded in December 2022 providing a progress update on payment accuracy
initiatives, including STP. After this correspondence, the department and Services
Australia began working together at the Senior Executive Service officer level to analyse
the impact of STP on payment accuracy through the Payment Accuracy Review Program
(PARP) (this work is discussed further in paragraphs 3.115 and 3.116).

The department informed the ANAO that the Secretary and Services Australia CEO have had

more engagement on payment accuracy since mid-2021 but meetings were not well documented.
Talking points prepared by the department for the meetings covered topics such as: actions to
address payment inaccuracy; analysis of STP impacts on payment accuracy; and progressing the
BMA refresh.

2.24

Raising bilateral governance to the accountable authority level and formalising the

engagement through maintaining appropriate records of meetings has the potential to improve the
department’s oversight of payment accuracy and timeliness. As noted at paragraph 2.16, the
governance arrangements outlined in the 2023 BMA Head Agreement involve a biannual meeting
between the accountable authorities, as well as establishing more SES Band 3 and Band 2-level

bodies.

Have appropriate assurance arrangements been established to
support the department’s oversight?

Current bilateral arrangements do not provide the department with an objective and
independent assessment of governance, risk management and control processes for payment
accuracy and timeliness. The department and Services Australia have separately identified
deficiencies in payment assurance arrangements, but progress in addressing these issues has
been limited.

37

Services Australia’s engagement of KPMG to undertake analysis of payment inaccuracy factors and its use of
STP data are discussed at paragraphs 3.111 to 3.113 and 3.115 and 3.116. STP was implemented from June
2018 to enable employers to report employees’ payroll information to the Australia Taxation Office each time
they are paid through STP-enabled software. Phase 2 of STP, which commenced in January 2022, expanded
reporting to other government entities, including Services Australia.
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Bilateral payment assurance arrangements

2.25 Asthe department’s welfare payments are delivered by Services Australia, the Secretary of
the department needs to obtain sufficient assurance that Services Australia’s control framework for
welfare payment processing is operating effectively.3®

2.26 The 2018 Statement of Intent included a section on ‘Assurance’ that stated:

DSS and [Services Australia] work cooperatively to provide assurance to each Secretary about the
efficiency and effectiveness of social welfare policies and administration.

The assurance framework sets out the specific assurance measures used to demonstrate effective
collaboration on payment accuracy and risk identification and management across the bilateral
relationship. The assurance process is designed to comply with commonwealth risk management
policies and supports corporate requirements and responds to contemporary advice from the
ANAO.

The assurance framework is outlined in detail in the assurance addendum to the Special
Appropriations Service Arrangement.

2.27 The Special Appropriations Service Arrangement and ‘assurance addendum’ referenced in
the Statement of Intent were not developed, meaning there has been no bilateral assurance
framework in place since 2018.

2.28 The 2014 BMA Head Agreement had included a bilateral assurance framework that
identified two assurance reporting mechanisms:

° the performance assurance report — which includes reporting on performance against
bilateral KPMs (such as the payment accuracy and timeliness KPMs) and commentary on
program achievements and issues; and

° Services Australia’s annual assurance statement — which is provided by the Services
Australia CEO to the Secretary of the department after the end of each financial year.

2.29 From 2018, in the absence of a current bilateral assurance framework, the assurance
reporting mechanisms referenced in the 2014 BMA Head Agreement have continued to operate.
As noted in Figure 2.1, Services Australia’s annual assurance statement has continued to include
reporting against the ‘bilateral assurance areas’ outlined in the 2014 BMA Head Agreement.
Nevertheless, neither assurance mechanism provides sufficient assurance to the Secretary over the
effectiveness of Services Australia’s welfare payment controls since neither provides an objective
and independent assessment of governance, risk management and control processes.

° Reporting against accuracy and timeliness KPMs informs both the performance assurance
report and annual assurance statement. While these KPMs provide useful high-level
indicators of program performance, they do not provide a direct assessment of the
effectiveness of Services Australia’s control framework. When KPM targets are met, it is

38 Assurance is ‘an objective examination of evidence for the purpose of providing an independent assessment
on governance, risk management, and control processes for the organization.” HM Treasury, Assurance
Frameworks, December 2012, p. 6. Under section 16 of the Public Governance, Performance and
Accountability Act 2013, accountable authorities of Commonwealth entities must establish and maintain
appropriate systems of internal control. Accordingly, entities need to establish appropriate arrangements to
provide assurance that controls are operating effectively.

39 DSS & DHS, ‘Statement of Intent between the Secretary Department of Social Services and the Secretary
Department of Human Services’, April 2018, pp. 3—4.
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possible to infer that controls are operating effectively; but when targets are not met,
KPM results alone provide limited information about control weaknesses.*°

Additional information provided in the performance assurance report and annual
assurance statement largely consists of Services Australia’s commentary about likely
causes of KPM targets not being met and high-level descriptions of actions Services
Australia is taking to respond. As this content is prepared by Services Australia in response
to identified performance issues, it cannot be considered objective or independent, and
does not serve its purpose of providing assurance to the department.

Entity reviews and audits relating to assurance

2.30

Both the department and Services Australia have commissioned internal reviews and audits

in recent years that have identified deficiencies in assurance arrangements relating to activities
governed by the BMA (see Box 1). Common themes emerging from these reviews and audits and
the relevant entity’s response include that:

the department’ reliance on high-level KPM reporting and assurances from Services
Australia does not provide sufficient assurance over welfare payment control
effectiveness;

the department must work collaboratively with Services Australia to gain a deeper
understanding of welfare payment controls (such as by conducting assurance mapping)
and determine a more robust bilateral assurance framework; and

findings of reviews and audits have not been adequately considered at a bilateral level,
and recommendations have largely not been implemented.

Box 1: Findings of entity reviews and audits relating to assurance

Review of Accountabilities (2016)

The 2016 Review of Accountabilities (discussed at paragraph 2.6) made several
recommendations about improving bilateral assurance arrangements, including that the
department and Services Australia:

exchange information on relevant components of their internal audit programs;

rebalance assurance effort under the BMA to give more explicit attention to policy and
program outcomes rather than to the process of collaboration;

map their performance frameworks against each other to identify weaknesses in assurance;

review systems for monitoring delegated functions under social security legislation to
assess existing controls; and

implement a revised BMA which uses a ‘control-assure-improve’ model of
accountability and employs a risk-based proportionate suite of assurance mechanisms.

As noted at paragraph 2.8, the department’s 2019 internal audit of welfare payment processing
found limited evidence that the department had accepted or rejected these recommendations
or put in place management actions to address them.

40

Use of PARP data to assess control effectiveness is discussed at paragraphs 3.31 and 3.32.
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2019 and 2020 internal audits of payment processing

The department’s 2019 internal audit of welfare payment processing (discussed at paragraphs
2.8 and 2.19) found: the department had limited visibility of assurance activity being
undertaken by Services Australia; and the department had not actively considered whether the
PARP provides appropriate assurance. The audit included a recommendation that the
department:

° develop an assurance framework with Services Australia which articulates the assurance
model and each line of assurance including roles and responsibilities of each entity;

° undertake assurance mapping? to assess the effectiveness of existing activities; and

° embed a feedback loop to drive continuous improvement and accountability.

A November 2020 internal audit of pension payment processing had the same finding and made
a comparable recommendation.

As of May 2023 implementation of these recommendations remained incomplete. While the
department estimated in March 2023 reporting to its audit committee that a new bilateral
assurance framework would be implemented by June 2023, it had not approached Services
Australia regarding the assurance mapping component of the recommendation.

COVID-19 Assurance and Compliance review (2020)

During the early response to the COVID-19 pandemic, the department engaged KPMG to provide
external assurance of Services Australia’s control framework for streamlined welfare claim
processing. This review is the only example the ANAO found of the department obtaining an
objective and independent assessment of Services Australia’s governance, risk management and
control processes for welfare payments over the period assessed by this audit.

The review identified key risks to the integrity of welfare payments and the department’s
reputation, including: identify fraud; external fraud (recipients intentionally providing
inaccurate information); recipients unintentionally providing incorrect information; internal
fraud; and incorrect or poor quality communication with recipients. KPMG noted in its report
that the department had ‘a high degree of reliance on assurances provided by [Services
Australia] in relation to the operating effectiveness of key systems, controls and programs’.
Accordingly, it included a recommendation that the department request regular additional
information, updates and assurances related to key risk areas. While the intended scope of the
recommendation was broad and ongoing, the department reported to the ANAO in April 2021
that the recommendation had been implemented on the basis that additional assurance had
been requested from Services Australia over changes to identity verification controls. No
evidence was found that the report was shared with Services Australia.

Payment Accuracy Assurance Framework review (2022)

In late 2021 Services Australia commissioned advice from Callida Consulting (Callida) on
payment accuracy assurance. In January 2022 Callida advised that:

° the PARP (Services Australia’s primary assurance mechanism) is a narrowly focussed
detective control; and
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° while Services Australia has substantial controls in place for payment accuracy, they lack
integration, transparency and strategic alignment.

In June 2022 Callida provided a prototype assurance framework to Services Australia. The
framework included a detailed controls register identifying gaps in current controls. It also
outlined 33 proposed performance measures across the ‘predict-correct continuum’ to enable
more holistic assurance monitoring.

In February 2023 the ANAO raised with Services Australia that it had not responded to Callida’s
findings, which had significant implications for the department’s welfare payments, or shared
the prototype framework with the department. In March 2023 Services Australia shared the
framework with the department at an SES Band 2 level.

Note a: Assurance mapping is ‘a mechanism for linking assurances from various sources to the risks that threaten the
achievement of an organisation’s outcomes and objectives’. HM Treasury, Assurance Frameworks, December
2012, p. 6.

Exchanging information on welfare payment internal audits

2.31 The 2016 Review of Accountabilities noted that, while the department did not undertake a
significant level of internal audits into welfare programs, Services Australia had an extensive internal
audit program. It recommended the two entities exchange information on relevant components of
their internal audit programs. Following the review, the department and Services Australia began
sharing information on their internal audit programs through the BMC in December 2016. However,
after June 2018 no evidence was found of internal audits being discussed at BMC meetings.

2.32 InAugust 2019, after considering Services Australia’s 2018-19 Annual Assurance Statement,
the department’s audit committee initiated two action items, requesting that:

. Services Australia acknowledge internal audits performed in future statements; and

. the department’s Head of Internal Audit provide an update to the committee’s next
meeting on internal audits agreed between Services Australia and the department under
the BMA.

2.33  The first item was closed at the next audit committee meeting in September 2019, with the
committee noting that Services Australia’s Branch Manager of Financial Accounting (who had
attended the meeting) would ‘take the action on notice’. Subsequently, there was one reference in
Services Australia’s 2020-21 Annual Assurance Statement to an internal audit of Paid Parental
Leave, and no references to internal audits in either the 2019-20 or 2021-22 statements.

2.34 The ANAO examined internal audits presented to Services Australia’s audit committees
between 1 July 2018 and 31 December 2022 to assess their relevance to welfare payment accuracy
and timeliness. As shown in Table 2.2, Services Australia undertook 123 internal audits over the
period, including 23 that were relevant to payment accuracy and/or timeliness.*!

41 Services Australia’s internal audit activity has declined since 2020-21 after its Executive Committee agreed to
a ‘strategic pause’ until December 2020 to focus on closing overdue recommendations.
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Table 2.2:

Services Australia’s internal audits relevant to payment accuracy and/or
timeliness, July 2018-December 2022

_ 2018-19 | 2019-20 | 2020-21 2021-22 2022-23

Number of internal audits
completed

56

36

15

10

6

123

Number of internal audits
relevant to payment
accuracy and/or timeliness

10

23

Number of
recommendations relevant
to payment accuracy

16

29

Number of
recommendations relevant

10

to payment timeliness

Note a: Until 31 December 2022.
Source: ANAO analysis of Services Australia information.

2.35

In November 2019 the department’s audit committee agreed to close the second item and

move assurance collaboration to be a regular part of the Head of Internal Audit report. No evidence
was found of information on Services Australia internal audits or assurance collaboration being
presented to the audit committee after that time.*?

BMA refresh

2.36

The 2023 BMA Head Agreement has an attachment setting out high-level requirements for

Services Australia’s annual assurance statement*3, and includes a ‘strategic principle’ on ‘assurance
of program performance’, which states:

Both entities acknowledge the importance of the Australian Government’s and customers’ trust
in the successful delivery of social services programs and support. This remains a key element of
the unique bilateral relationship between the entities. Performance measurement and reporting
is a key component of this agreement, and the entities will have a strong focus on ensuring
payment correctness, payment accuracy, payment timeliness and the successful administration of
social security programs. The entities commit to the establishment and adherence to the
Assurance, Delegations and Performance Management Protocol to ensure that the right programs
and services are delivered to the right person at the right time.

The entities acknowledge and recognise the importance of regularly monitoring the reporting
obligations, including as part of the governance discussions, to ensure assurance activities remain
appropriate and fit-for-purpose.*

42
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44

The Services Australia CEQ’s annual assurance statement includes (as an attachment) an end-of-financial year
assurance letter from Services Australia’s Chief Financial Officer (CFO) to the department’s CFO. The 2021-22
CFO assurance letter included a statement that: ‘The Agency has no audit findings identified that will impact
on the correctness of payments or the integrity of programme financial information supplied to your
department’.

The revised assurance areas are: integration of policy and service delivery; policy and program delivery
outcomes; systems, data and management information continuity and interoperability; payment accuracy and
timeliness including accuracy measured by the PARP; and performance against KPMs.

DSS and Services Australia, ‘Bilateral Management Arrangement — Head Agreement’, 6 April 2023 (signed by
Services Australia CEO on 13 April 2023 and DSS Secretary on 25 April 2023), p. 11.
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2.37 The development of the Assurance, Delegations and Performance Management Protocol
presents an opportunity for the department to address identified deficiencies in the level of
assurance it gains under the bilateral assurance arrangements.

Recommendation no. 2
2.38 Department of Social Services and Services Australia establish by October 2023:

(a) processes to exchange relevant internal audit and management assurance reports; and

(b) a robust bilateral assurance framework that facilitates independent and objective
assessment of welfare payment control effectiveness.

Department of Social Services response: Agreed.

2.39 The department is working with Services Australia to include these matters in the updated
Bilateral Management Arrangement documents.

Services Australia response: Agreed.

2.40 Inrelation to part (a) the Agency acknowledges the value in sharing the relevant outcomes
of internal audits and management assurance reports as they relate to our shared administration
of social security and welfare payments and programmes. The Agency will consider the scope of
internal audit and management assurance report outcomes shared with DSS, and will consider
how this is best reflected in relevant bilateral governance arrangements.

2.41 Part (b) of the recommendation will be satisfied by the execution of the Assurance,
Delegations and Performance Management Protocol by October 2023 as outlined in the BMA.

Has the department established effective processes with Services
Australia to manage shared risks?

The department and Services Australia use a quarterly performance assurance report and
annual payment accuracy risk management plans to manage shared risks. These processes do
not provide effective mechanisms to support the department in proactively and strategically
managing shared risks relating to payment accuracy and timeliness.

Bilateral management of shared risks

2.42  Of the five bilateral service arrangements related to payment accuracy and timeliness
(outlined in Table 2.1), only the 2016 Payment Assurance Services Arrangement includes a
reference to risk management. It outlines the following responsibilities for managing shared risks
relating to payment accuracy:

. the department is responsible for minimising payment accuracy risks associated with
policy issues;

. Services Australia is responsible for minimising accuracy risks associated with payment
processes, and developing payment accuracy risk management (PARM) plans; and
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. the department and Services Australia are jointly responsible for ongoing review of PARM
plans, escalating high- and very high-level risks, and identifying current and emerging risks
to inform development of joint compliance strategies.

2.43 The ANAO found no references in these subordinate bilateral agreements to responsibilities
for managing shared risks relating to payment timeliness.

Payment accuracy risk management plans

2.44  Services Australia produces annual PARM plans to ‘identify payment accuracy risks’ for
specific payments or groups of payments covered by the PARP, ‘detail the current controls and
mitigation strategies’, and ‘recommend activities and treatments that will reduce risks’. PARM plans
follow a standard format that includes:

. background information on welfare payments, the purpose of PARM plans, the PARP
methodology and ‘generic failure’ risk*;

° summary analysis of significant inaccuracy risks identified through PARP reviews (largely
reproducing information the department provides Services Australia); and

° for each significant inaccuracy risk, a risk assessment section that covers how the risk could
happen, consequences, current controls and proposed treatments.

2.45 Table 2.3 outlines the key risks identified in Services Australia’s 2022—23 PARM plans and
any proposed treatments noted in the risk assessments. All plans rated the identified ‘significant
risks” as ‘low’ or ‘medium’ after treatment. Where additional treatments were identified, they were
often general descriptions of current controls (such as ‘continue monitoring income through current
monitoring processes’).

45 ‘Generic failure’ risk represents cases where participants fail to engage in PARP reviews, such as by failing to
attend an interview or provide requested documentation, leading to their payments being cancelled.
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Table 2.3: Risks identified and proposed treatments from 2022-23 payment accuracy risk management plans
Payment/ Date Risks identified Current Proposed treatments Residual
program finalised rating rating
Age 20/12/2022 | Assets not declared, incorrectly declared or Medium | Nil Medium
Pension incorrectly assessed
Unearned income? not declared, incorrectly Medium | Nil Medium
declared or incorrectly assessed (self/partner)
Carer 3/04/2023 | Change in care provided not declared, Medium | Develop or refine processes, tools and controls Medium
Program incorrectly declared or incorrectly assessed
Employment income not declared, incorrectly Low Nil Low
declared or incorrectly assessed (self/partner)
Disability 13/12/2022 | Employment income not declared, incorrectly Low Nil Low
Support declared or incorrectly assessed
Pension i o )
Medical eligibility not accurately assessed Low Nil Low
Family 23/11/2022 | Information on dependents/children in care not Low Nil Low
Tax declared, incorrectly declared or incorrectly
Benefit assessed
Relationship status not declared, incorrectly Low Nil Low
declared or incorrectly assessed
JobSeeker | 7/12/2022 | Employment income not declared, incorrectly High Implement PARP methodology review changes Medium
Payment declared or incorrectly assessed (discussed in paragraphs 3.5 to 3.11)
(self/partner/parent) Analysis of PARP data to identify root causes and
potential remedial actions
Parenting | 23/01/2023 | Employment income not declared, incorrectly Medium | Continue monitoring income through regular review Low
Program declared or incorrectly assessed (self/partner) processes
Relationship status not declared, incorrectly Low Continue monitoring relationship status changes Low
declared or incorrectly assessed through regular review processes
Special 7/11/2022 Unearned income? not declared, incorrectly Medium | Continue monitoring income through regular review Medium
Benefit declared or incorrectly assessed processes




Payment/ | Date Risks identified Current Proposed treatments Residual

program finalised rating rating
Employment income not declared, incorrectly Low Continue monitoring income through regular review Low
declared or incorrectly assessed processes and STP
(self/partner/parent)

Student 23/01/2023 | Change in study/study load not declared, High Pilot data matching with tertiary education Medium

Program incorrectly declared or incorrectly assessed institutions

Rollout proactive circumstances discussions to
prompt recipients to update details

Regular review of newly implemented ABSTUDY
communications strategy

Employment income not declared, incorrectly Medium | STP Low
declared or incorrectly assessed
(self/partner/parent)

Note a: Unearned income refers to income from sources other than salaries or wages (for example, income from property or investments, other government income, gifts, etc.).
Source: ANAO analysis of Services Australia documentation.



Oversight arrangements

2.46  While PARM plans are prepared for the current financial year, analysis is based on PARP
data from the previous year, and most plans are not finalised until halfway through the financial
year for which they apply. PARM plans are provided to the department when finalised and
circulated to relevant policy teams, but they are not provided to bilateral governance bodies. Risk
assessment content within the plans is high-level and lacks detailed consideration of how risks have
changed over time or responded to identified treatments. Analysis of PARP data on inaccuracy risks
replicates the department’s internal reporting. Consequently, PARM plans do not provide useful
information to support effective bilateral management of shared risks.

Bilateral management of strategic risks

2.47 The 2016 Review of Accountabilities (discussed at paragraph 2.6 and in Box 1) made
recommendations about improving bilateral risk management that were neither accepted nor
rejected and not implemented, including that:

. the BMA risk framework identify shared risks and how the department and Services
Australia will deal with them; and

. BMA service arrangements require the department and Services Australia to jointly
develop risk management plans for individual payments.

2.48 The department’s 2019 internal audit of welfare payment processing (discussed at
paragraphs 2.8 and 2.19 and in Box 1) also found BMA risk management practices could be
strengthened. Weaknesses were identified with consideration of shared risks and escalation and
resolution of issues at bilateral governance bodies. The audit included a recommendation to
conduct a risk assessment to support BMA implementation, which was accepted and remained
open as of May 2023.

2.49 Thedepartment and Services Australia both have internal risk policies that outline processes
for managing shared risks. These policies have largely not been followed in relation to managing
welfare payment accuracy and timeliness risks. The department and Services Australia have not
developed joint risk management plans or shared risk registers. Engagement at bilateral governance
bodies has focussed on managing emerging issues, rather than proactive and strategic discussion of
shared risks.

2.50 The April 2023 BMA Head Agreement includes a section on ‘risk management’ that states:
‘Specific risk management arrangements, including the requirement for any risk registers, are to be
set out in the individual bilateral arrangements’.*® In addition, the Head Agreement states that a
‘Joint Risk Management Protocol’ will be established and reviewed within the first six months of the
Head Agreement’s operation. As of June 2023, no additional risk management documents had been
developed. The absence of robust bilateral risk management processes limits the department’s
capacity to oversee the delivery of its delegated welfare payment functions and to manage
associated risks.

46  DSS and Services Australia, ‘Bilateral Management Arrangement — Head Agreement’, 6 April 2023 (signed by
Services Australia CEO on 13 April 2023 and DSS Secretary on 25 April 2023), p. 6.
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Recommendation no. 3

2.51 Department of Social Services and Services Australia implement robust bilateral processes
by October 2023 to manage shared risks relating to welfare payment accuracy and timeliness,
including establishing and maintaining joint risk management plans and/or registers.

Department of Social Services response: Agreed.

2.52 Thedepartment is incorporating shared risks in governance meeting agendas and bilateral
agreements.

Services Australia response: Agreed.

2.53 As indicated in the Agency’s response to Recommendation 1, the target date for
completion of the review of subordinate agreements is the first half of 2024.

2.54 This recommendation should largely be met by the execution of the Joint Risk
Management Protocol (a protocol agreed to in the BMA Head Agreement).

2.55 Assubordinate agreements (e.g. services arrangements/schedules) are reviewed, business
owners will detail shared risk responsibilities in bilateral agreements and establishing joint risk
management plans and/or risk registers.

ANAO comment on Services Australia’s response:

2.56 While Services Australia agreed to this recommendation, its comment indicates that it
does not intend to implement robust bilateral processes for managing shared risks relating to
welfare payment accuracy and timeliness by October 2023.
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3. Payment accuracy

Areas examined

This chapter examines whether the Department of Social Services (the department or DSS) and
Services Australia have established effective processes for monitoring, reporting and
continuously improving payment accuracy (including payment correctness).

Conclusion

The department’s and Services Australia’s processes for monitoring, reporting and continuously
improving payment accuracy are partly effective. A largely robust methodology and largely
effective operational processes have been established for monitoring payment accuracy, and the
entities have started using data to attempt to drive payment accuracy improvements.
Weaknesses were found in relation to setting bilateral performance targets, identifying
underlying causes of payment inaccuracies, ensuring data accuracy and completeness, and
quality assuring reported results. Services Australia’s payment correctness performance measure
is biased, and changes to the treatment of Disability Support Pension inaccuracies have
introduced bias to payment accuracy reporting.

Areas for improvement

The ANAO made seven recommendations aimed at ensuring risk tolerance is considered in
setting payment accuracy targets, the methodology for monitoring payment accuracy allows for
robust analysis of inaccuracy causes and control effectiveness, quality data is captured through
payment accuracy reviews, and reporting is reliable, verifiable and free from bias.

The ANAO also suggested a change to the payment accuracy formula, better acknowledgement
of data limitations in reporting, and greater use of data analytics for continuous improvement.

3.1 Commonwealth entities must develop performance measures for their corporate plans that
use reliable and verifiable sources of information and methodologies, and provide an unbiased basis
for the measurement and assessment of their performance.*’ This chapter examines whether the
department and Services Australia®® have established a robust methodology and effective
operational processes for monitoring payment accuracy through the Payment Accuracy Review
Program (PARP), and whether reporting on payment accuracy and correctness has been reliable,
verifiable, and free from bias. Since effective analysis of performance information can help to
identify deficiencies in current processes and drive a culture of continuous improvement, this
chapter also examines whether the department and Services Australia are effectively using
performance information to continuously improve payment accuracy.

47  Public Governance, Performance and Accountability Rule 2014, section 16EA.

48  Services Australia was established as an executive agency within the social services portfolio in February 2020.
Predecessor entities to Services Australia with responsibility for delivering welfare payments (as service
providers to the entities responsible for these payments) were: Centrelink from July 1997 to June 2011; and
the Department of Human Services (DHS) from July 2011 to January 2020.
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Has a robust methodology been established for monitoring payment
accuracy?

The methodology for monitoring payment accuracy via the Payment Accuracy Review Program
is largely robust. It produces largely reliable statistical estimates of underpayments,
overpayments and the resulting effect on the accuracy of welfare payments. However, it does
not allow for robust analysis of the effectiveness of Services Australia’s payment accuracy
controls or the underlying causes of inaccuracies, particularly regarding the relative impact of
administrative error, recipient non-compliance and fraud. The department has no established
rationale for its 95 per cent benchmark target for payment accuracy.

Estimating the accuracy of welfare payments

3.2 The principal objective of the PARP is ‘to provide an estimate of the accuracy of outlays for
surveyed payments, and to estimate the impact of administrative errors’.*® The department has
documented the methodology for estimating the accuracy of welfare payments through the PARP
in various internal guides, protocols, process diagrams and other documents. These documents
provide limited coverage of the methodology for estimating the impact of administrative errors
identified during a review.”® Key stages of the methodology are outlined in Figure 3.1.

Figure 3.1: Payment accuracy methodology stages

Random sample selection Sample check and refresh Reviews conducted
DSS generates stratified DSS and SA check Services Australia officers
random sample® of current » representativeness and » conduct reviews of welfare
welfare recipients for consistency® of sample and recipients’ eligibility and
surveyed paymentsb DSS refreshes sample circumstances
Calculation Data validation Results entered
DSS applies strata DSS runs data validation Review results entered into
weightings® and conducts [€— tests on entered results until [¢— Integrated Review System
payment accuracy review completion standard® (IRS) and Random Review
calculations is met Results System (RRRS)
Entity responsible for stage: DSS DSS & Services Australia Services Australia

Note a: DSS stratifies the population of current welfare recipients (that is, divides it into subgroups called ‘strata’) based
on payment type, receipt of Rent Assistance, and distance from a Services Australia service centre, and then
selects random samples of recipients from these strata based on pre-determined selection quotas.

Note b: Currently surveyed payments are: ABSTUDY, Age Pension, Austudy, Carer Allowance, Carer Payment,
Disability Support Pension (DSP), Family Tax Benefit, JobSeeker Payment, Parenting Payment Partnered,
Parenting Payment Single, Special Benefit, Youth Allowance (Other), Youth Allowance (Student). Descriptions
of these payments can be found at Appendix 3.

Note c: Representativeness and consistency checks include checking to ensure: the sample is of the agreed size;
there are no duplicate selections; the sample is broadly representative of the population; and certain categories

49  DSS & DHS, ‘Random Sample Surveys Standing Operational Statement’, 29 May 2019, p. 4.

50 Issues with using PARP data to estimate the impact of administrative errors are discussed at paragraph 3.54.
Services Australia’s approach to reporting on administrative errors is discussed at paragraphs 3.84 to 3.103.
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Payment accuracy

of recipients have been excluded (for example, deceased, recently bereaved, recently reviewed, subject to
current identity fraud investigation, etc.).

Note d: The standard is 98% of all reviews completed and 95% of DSP reviews completed, with no data integrity issues
older than 14 days identified.

Note e:  When using a stratified random sample to generate a statistical estimate for a population, strata results should
be weighted based on the relative sizes of the strata and the samples selected from them.

Source: ANAO analysis of DSS documentation.

3.3 As outlined in Figure 3.1, Services Australia is responsible for conducting PARP reviews and
entering results into its electronic databases (the IRS and RRRS). Figure 3.2 provides a summary of
the process for PARP reviews and outcomes for welfare recipients who undergo PARP reviews.

Figure 3.2: PARP review process

PARP reviewer
makes initial contact
with recipient
PARP interview Recipient does not
scheduled attend interview TR sulspended
Recipient attends interview Recipient does
3 not comply
Request for further Recipient does not within 14 days®
information [ supply information l

Recipient supplies all
required information

{ ,

Review finalised Review finalised

Il

Generic Failure outcomes

Payment cancelled

Present rate continues
Recipient complies within 42 days
of suspension — payment restored

Present rate continues
Payment found to
be correct

Downward variation
Overpayment found

Cancellation
Recipient does not comply within
42 days — payment not restored

Cancellation
Recipient not
eligible for payment

Upward variation
Underpayment found

Note a: If the recipient complies within 14 days, the payment is restored and the PARP review process continues.
Source: DSS and Services Australia documentation.

3.4 The PARP methodology includes a set of 80 questions that Services Australia PARP reviewers
answer based on their completed reviews. The PARP question set gathers detailed information on
the reasons for payment inaccuracies and any recipient and/or administrative errors that may have
contributed to them (see Box 2).
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Box 2: Question set for PARP reviews

Questions 1 to 4 ask whether a recipient’s payment was varied or cancelled as a direct result of
the review, and if so, what the reason for the cancellation or variation was. Reasons are
categorised from 26 pre-set options (such as ‘assets’, ‘change in relationship status’, ‘earned
income self’, etc.) and then further categorised from 86 pre-set ‘specific reason’ options.

Questions 5 to 13 relate to Disability Support Pension (DSP) medical reviews and Rent
Assistance.

Questions 14 to 80 relate to recipient and administrative errors identified through the review.
For the top four errors identified (by dollar impact), additional details are sought on:

° the type of error (recipient error or administrative error);

° the ‘reason’ for the error, categorised from seven pre-set options (such as ‘recipient
failure to declare circumstances’, ‘recipient incorrect declaration of circumstances’,
‘staff incorrect application of legislation’, etc.);

° the ‘cause’ of the error, categorised from 25 pre-set options (such as ‘assets’, ‘change
in relationship status’, ‘earned income self’, etc.);

° the ‘specific reason’ of the error, categorised from 96 pre-set options (such as ‘assets —
property/real estate’, ‘earned income self — returned to full time work’;

° whether the error contributed to the payment being varied or cancelled;

° if so, what the dollar impact of the error was; and

. whether debts were identified and raised.

The department and Services Australia only use questions 1 to 4 for reporting on payment
inaccuracy risks. As discussed in paragraphs 3.24 to 3.32 and 3.53 to 3.54 below, methodological
and data quality issues mean it is not possible to use the information collected through questions
14 to 80 to robustly analyse underlying payment inaccuracy causes or control weaknesses.

Australian National University methodology review (2021)

35 In response to a request from its audit and risk committee, the department engaged the
Australian National University (ANU) in June 2021 to conduct a review of the PARP methodology.
The scope of the review was to assess the sample selection methodology, data collection
methodology (including mode, timing and frequency of collection and data validation and quality
assurance processes), and methodology for the statistical estimation and calculation of payment
accuracy. The scope did not include systematic testing of the extent to which Services Australia
implemented the methodology.

3.6 ANU provided its final report on the PARP methodology review in August 2021. The
overarching finding of the review was:

the current [PARP] methodology is generally sound and produces reliable estimates of payment
accuracy. There are, however, several aspects of the methodology that can be improved to
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increase the robustness of the payment accuracy and other related measures, or which would
allow for the estimate of these measures at a lower cost.**

3.7 The review made fifteen recommendations (see: Appendix 7).

° three recommendations related to selecting recipients for review, exclusions for major
disasters, and associated weighting methods (ANU recommendations 1, 2 and 6);

. four related to PARP review caseload management, mode of review (face-to-face, video-
chat or telephone), and quality control (ANU recommendations 3, 4, 5 and 15);

o two related to extending program coverage to include supplementary payments and
reviewing all payments received by recipients (ANU recommendations 7 and 8); and

° six related to the treatment of payment inaccuracy causes in calculations and reporting of
results (ANU recommendations 9, 10, 11, 12, 13 and 14).

3.8 The department and Services Australia initially agreed to implement all fifteen
recommendations in two phases, with full implementation from July 2023. In March 2023 the
Bilateral Management Committee (BMC) agreed not to proceed with implementing ANU
recommendation 13, relating to the treatment of DSP inaccuracies. Case study 1 outlines the
background to the ANU recommendation and BMC decision. The changes in the treatment of DSP
inaccuracies had implications for assessment of control effectiveness (discussed at paragraph 3.32)
and payment accuracy reporting (discussed at paragraphs 3.71 to 3.74).

Case study 1. Treatment of Disability Support Pension inaccuracies in the PARP methodology

The DSP provides a fortnightly income support payment for people who are unable to fully
support themselves due to permanent physical, intellectual, or psychiatric impairment.? In
2021-22 the department reported there were 764,967 DSP recipients, who collectively
received payments totalling $18.3 billion. From January 2012 revised impairment tables for
assessing DSP eligibility were introduced. Prior to this change, DSP had been one of the fastest
growing areas of government spending. Expenditure growth slowed from 2012-13, which the
department attributed to improved assessments, tightening eligibility criteria and targeted
reviews of eligibility.

Until 2022—-23 PARP reviews included a medical review requirement for DSP recipients to assess
eligibility under the current impairment tables, noting some recipients may have been granted
the DSP based on the prior impairment tables. DSP recipients could be exempted from the PARP
medical review if they qualified for and transferred to the Age Pension®, were granted the DSP
or had a medical review within the last two years, or met manifest eligibility criteria. Treatment
of payment inaccuracies identified through these reviews has changed over time.

In 2014 the department and Services Australia decided that inaccuracies relating to pre-2012
recipients who failed to qualify under the 2012 impairment tables would be excluded from
reported payment accuracy results. This was implemented for trimesters one and two of
2014-15, but then reversed from trimester three 2014-15. Payment accuracy results published
in the department’s 2014-15 annual report included all identified inaccuracies.

51 M. Gray, K. Reddy, N. Biddle & D. Stanton, Review of Methodology for the Random Sample Survey (RSS)
Program, ANU Centre for Social Research and Methods, 24 August 2021, p. iii.
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A joint department and Services Australia paper presented to BMC in August 2016 argued that
declining DSP payment accuracy results were unrelated to the introduction of the 2012
impairment tables, as payment accuracy began declining for DSP in 2014-15 rather than
2012-13. The paper suggested that the decline in accuracy may be due to fewer risk-based
compliance reviews being undertaken (as it increased the likelihood that a PARP review would
be the first time DSP recipients’ continuing eligibility would be assessed). BMC noted the issue
and asked that a footnote be included in the department’s 2015-16 annual report explaining
the below target DSP result for that year. The footnote stated:

The DSP results include recipients (around 6%) whose medical conditions no longer satisfied
current medical eligibility criteria. [...] The results in these cases do not necessarily represent an
error on the part of [Services Australia] or the recipient. From July 2016 an additional 30,000
medical reviews per year over the next three years will be undertaken to re-assess eligibility.©

The additional medical reviews referenced in the footnote related to a 2016—17 Budget
measure designed to provide savings to support the National Disability Insurance Scheme. The
measure involved undertaking medical reviews of DSP recipients at most risk of not meeting
current eligibility criteria and who may have capacity to work. In October 2018 the Prime
Minister decided to cease the measure upon completion of the first 30,000 reviews. Internal
Services Australia reporting indicates that the cancellation rate from these ‘risk-based’ reviews
was 1.9 per cent as of 1 March 2019. ANAO analysis of PARP data shows 32 per cent of DSP
PARP reviews included a medical review component from 2018-19 to 2021-22, with a
cancellation rate of 6.1 per cent.

In February 2019 Services Australia presented a paper to BMC recommending that two
categories of payment inaccuracies identified through the PARP be excluded from DSP results:

° ‘change in medical eligibility’ — pre-2012 DSP recipients who fail to qualify under the
2012 impairment tables after undergoing a medical review; and

. ‘qualified for another payment’ — DSP recipients who opt to transfer to Age Pension
instead of undergoing a medical review.

The paper noted that it was expected that some recipients (regardless of the impairment tables
they qualified under) would experience an improvement in their condition and work capacity
throughout the time they received the DSP, and argued this change in eligibility did not
represent payment inaccuracy. BMC agreed to the recommendation and reporting of DSP
payment accuracy results has not included these inaccuracies since trimester one 2019-20. DSP
results have consistently met the 95 per cent key performance measure benchmark target
since that time (see Appendix 4). The department has not included a footnote or any other
commentary in its annual reports since 2019-20 noting this methodology change (which meant
DSP results since 2019-20 have not been comparable to previous years’ results).

ANU described the decision to exclude these DSP inaccuracies as ‘non-trivial’ in its PARP
methodology review report (as it has a significant impact on DSP accuracy results) and stated:
‘There does not appear to be a strong basis for “zeroing out” the variations in these cases’.®
Accordingly, ANU recommended that the DSP inaccuracies be re-included in payment accuracy
calculations (ANU recommendation 13).

After initially agreeing to the recommendation, in September 2022 the department and
Services Australia decided to remove the PARP medical review requirement for DSP from
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trimester two 2022-23 (effective from 1 November 2022). In March 2023 BMC agreed not to
proceed with implementing recommendation 13, as the decision to remove the medical review
had made it ‘impractical to implement’. A joint department and Services Australia paper to
support the BMC decision noted there was no legislative requirement to reassess DSP
recipients’ eligibility when new impairment tables are developed and the medical review placed
a higher financial and regulatory burden on a vulnerable cohort when compared with PARP
review requirements for other payments. This change means PARP reviews will not identify DSP
recipients who are no longer eligible under the current impairment criteria, regardless of
whether they form part of the pre-2012 cohort.

Note a:

Note b:
Note c:
Note d:

3.9

When assessing eligibility for the DSP, ‘permanent’ is defined as a medical condition that has been ‘fully
diagnosed, treated and stabilised, and in light of available evidence, it is unlikely that there will be any significant
functional improvement within the next two years’.

As of March 2023, maximum pension rates were the same for DSP and Age Pension.

Department of Social Services, Annual Report 2015—-16, Commonwealth of Australia, 2016, p. 48.

M. Gray, K. Reddy, N. Biddle & D. Stanton, Review of Methodology for the Random Sample Survey (RSS)
Program, ANU Centre for Social Research and Methods, 24 August 2021, p. 40.

After the 2021 PARP methodology review was completed, the department commissioned

ANU and the Social Research Centre (a subsidiary of ANU) to develop a plan to assist the department
and Services Australia with staging and implementing the recommendations. The department has
continued to engage ANU and the Social Research Centre on technical aspects of implementation,
including:

3.10

developing an ‘optimal allocation’ sampling methodology for the 2022—23 review program
(to support ANU recommendation 1)°%; and

conducting a statistical analysis of mode of review, which found there were no significant
differences in levels of payment inaccuracy detected by face-to-face reviews and
telephone reviews (to support ANU recommendation 4).

As of March 2023, based on the department’s reporting to BMC, progress in implementing

the fourteen agreed recommendations was as follows:

3.11

ANU recommendations 1, 2, 4, 6, 9 and 14 had been ‘implemented’ (although most had
tasks still to be completed before they would be closed);

ANU recommendations 5, 12 and 15 were ‘close to completion’; and

the other five ANU recommendations were marked as ‘in progress’, although status
updates noted that ICT changes were required that may delay implementation and no
timeframes had been identified for the relevant ICT changes to have occurred.

In February 2023 Services Australia reported, as part of its enterprise risk watch list, that

funding had not been approved to implement the required ICT changes and that it was investigating
an external costing request with the department. In July 2023 Services Australia reported to the
Payment Integrity, Payment Accuracy, Debt & Compliance and Automation Strategic Business

52  Optimal allocation seeks to minimise the standard error of a population estimate by allocating relatively larger
samples to strata that are highly variable and smaller samples to strata with low variability. For 2023-24, after
seeking further advice from ANU, the department adopted a ‘square root allocation’ sampling method, as it
found optimal allocation complex and difficult to maintain.
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Discussion that it would assess the operational impact of ANU recommendations that were
dependent on ICT changes and report back to the department by 31 October 2023.

Formula for calculating payment accuracy

3.12 The 2021 ANU PARP review made two recommendations relating to the department’s
formula for calculating payment accuracy, recommending that supplementary payments (such as
Rent Assistance) and/or additional welfare payments received by sampled recipients (where they
receive more than one type of payment) be included in PARP reviews and accuracy calculations
(ANU recommendations 7 and 8). While the department and Services Australia accepted these
recommendations, implementation has been delayed due to the need for ICT changes (discussed
at paragraph 3.10 and 3.11).

3.13 The ANAO identified an additional issue with the department’s payment accuracy formula
relating to the way it treats underpayments (described in detail in Appendix 8), which means the
formula slightly underestimates the accuracy of payments.®® No issues were found with the
department’s formulas for calculating underpayments and overpayments in their own right. The
issue only arises when payment accuracy is reported as a percentage of total payments.

Opportunity for improvement

3.14 Toimprove estimates of payment accuracy as a proportion of total welfare payments, the
Department of Social Services could adopt the revised formula outlined in Appendix 8. Adoption
of this formula could be timed to coincide with the implementation of the Australian National
University’s methodology review recommendations 7 and 8. Alternatively, the Department of
Social Services could separately report the value of overpayments and underpayments, without
reporting an overall payment accuracy percentage.

Benchmark targets for payment accuracy

3.15 The department and Services Australia have an overall KPM benchmark target for welfare
payment accuracy of 95 per cent.> Targets for individual payments are also set at 95 per cent,
except for Age Pension which is set at 97 per cent. The appropriateness of KPM targets was not
within scope of the ANU PARP review.

History of payment accuracy KPM targets

3.16 Services Australia began reporting against KPMs for accuracy of payments it made on
behalf of relevant departments in 1998—99. This was against a target of 95 per cent for all
payment types (no evidence was found as to why 95 per cent was chosen as the target). With the
establishment of the Bilateral Management Arrangement in 2014, the department agreed revised
bilateral KPMs with Services Australia. KPM targets for payment accuracy (to take effect from
trimester one 2014-15) were set at 95 per cent for most payments. The targets for Age Pension
and DSP were set at 97 per cent. In the trimesters prior to the revised targets commencing, Age

53 In 2021-22 the department reported a payment accuracy result of 93.57 per cent. Using the revised payment
accuracy formula in Appendix 8, the result would have been 93.60 per cent (a difference of 0.03 per centage
points).

54  Department of Social Services and Services Australia have a ‘traffic light’ rating scale for bilateral KPMs, with
benchmarks set for ‘green’, ‘amber’ and ‘red’ performance. References in this report to KPM benchmark
targets are to the benchmarks for ‘green’ performance, unless otherwise stated.
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Pension and DSP had consistently recorded payment accuracy results higher than 97 per cent and
had been the highest performing of assessed payments.

3.17 The rationale for increasing the DSP target related to the exclusion of inaccuracies for pre-
2012 recipients who were found by the PARP to not qualify against the revised 2012 impairment
tables. The DSP target was revised down to 95 per cent from trimester three 2014-15, in
conjunction with the PARP methodology change that reincluded inaccuracies related to the pre-
2012 recipients (discussed in Case study 1).

3.18 In early 2021 the department and Services Australia considered reviewing payment
accuracy KPMs as part of a broader bilateral KPM review project. Services Australia proposed
including a separate KPM covering payment correctness, based on the method it uses for its
corporate plan performance measure. The department disagreed with this proposal on the grounds
that it considered the payment correctness KPM to be ‘biased and incomplete’ (as it did not include
all sources of payment inaccuracy), and the planned review of payment accuracy KPMs did not
progress further.

Tolerance for payment inaccuracy risk

3.19 Table 3.1 shows the ANAQO’s recalculations of welfare overpayments and underpayments
using PARP data from 2018-19 to 2021-22. Over these four years, overpayments identified through
the PARP represented 5.45 per cent of total welfare payments, which amounts to an estimated
$26.7 billion of leakage from Australia’s welfare system (averaging $6.7 billion a year).>®

Table 3.1: Estimated overpayments and underpayments?, 2018-19 to 2021-22

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

Total payments $107,350.0 | $125,386.4 | $140,531.9 | $119,633.6 | $492,901.9
($m)
Overpayment estimate $5,150.4 $4,008.6 $9,687.1 $8,028.2 $26,874.3
($m)
(% of total payments) (4.80%) (3.20%) (6.89%) (6.71%) (5.45%)
Underpayment estimate $576.0 $580.2 $637.7 $497.9 $2,291.8
($m)
(% of total payments) (0.54%) (0.46%) (0.45%) (0.42%) (0.46%)

Note a: The department reported overpayment and underpayment estimates for the first time in its 2021-22 annual
report. The ANAO'’s recalculations differ from the department’s estimates for reasons outlined in paragraphs
3.77 to 3.81. Due to rounding, annual figures in this table do not sum to totals.

Source: ANAO analysis of DSS and Services Australia data using business rules provided.
3.20 The ANAO found limited evidence that the department had considered revising payment
accuracy KPM targets based on the risk that payment inaccuracy poses to Australian Government

55 ‘Leakage’ refers to the amount of payment expenditure that is lost to the welfare system due to
overpayments. Over the same four-year period, the department reported in its financial statements that
debts to recover welfare overpayments of $7.8 billion had been raised. Most of this debt related to
overpayments identified through the Family Tax Benefit annual reconciliation process, which depends on
lodgement of individuals’ tax returns. These overpayments are not assessed through the PARP and thus not
included in the department’s payment accuracy estimates. Limitations of payment accuracy reporting are
discussed further at paragraph 3.69.
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welfare payments. When the ANAO raised this matter with the department in February 2023, it
agreed that 95 per cent represented a high tolerance for inaccuracy and that there was an
argument for adopting different targets for different payments.

Recommendation no. 4

3.21 Department of Social Services, in consultation with Services Australia, review key
performance measure benchmark targets for the accuracy of welfare payment giving due
consideration to payment inaccuracy risk tolerance.

Department of Social Services response: Agreed.

3.22
targets.

The department has commenced discussions with Services Australia to review benchmark

Broader objectives of the Payment Accuracy Review Program

3.23 In addition to the principal objective of the PARP noted at paragraph 3.2, other objectives
outlined in the 2019 Random Sample Surveys Standing Operational Statement include providing:

° ‘information on causes and sources of errors leading to inaccurate payments’; and

° ‘data for assessment of the effectiveness of payment accuracy controls’.>®

Information on causes and sources of inaccuracies

3.24

Services Australia’s current compliance model identifies four ‘attitudes to compliance’ that

welfare recipients may have, and associated strategies and measures (see Table 3.2).>7

Table 3.2:

Services Australia’s compliance model

ﬁ Strategy Compliance measures

Individuals have intentionally
decided not to comply or
seek to receive payment
through deception and fraud

Use the full force of
the entity’s powers to
seek compliance

Court orders; penalties; sanctions

Individuals that generally
don’t want to comply but will
comply if the entity is seen to
be targeting non-compliance

Deter individuals from
non-compliance
through detection

Media announcements; notices/nudges
(warnings); data matching; fraud
investigations; other compliance activities

Individuals are willing to
comply but the system or
process may simply be too
difficult to navigate

Assist individuals with
navigating payment
systems to promote
compliance

Information through website; consultation with
third parties and other entities;
notices/nudges (early intervention);
reassessment/change of situation

Individuals who are willing to
do the right thing

Make it easier for
individuals to comply

Guidelines and blueprints; enquiries through
smart centres, phone, email and post; easy to
use systems (e.g., MyGov); accessible and
pre-populated forms

Source: Services Australia internal documentation.

56 DSS & DHS, ‘Random Sample Surveys Standing Operational Statement’, 29 May 2019, p. 4.

57 Previous Services Australia compliance models have labelled these compliance attitudes as: ‘fraud’,
‘opportunistic non-compliance’, ‘inadvertent non-compliance’ and ‘compliance’.
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3.25 While the PARP question set (see Box 2 above) gathers detailed information on the types of
errors leading to inaccurate payments (see Appendix 9), it does not provide information on the
underlying causes of errors. For example, there are no questions that relate to whether customer
errors represent fraud, opportunistic non-compliance, or inadvertent non-compliance (that is, an
error or mistake in the common sense of the word).>®

3.26 The ANAOQO’s December 2001 performance audit on Services Australia’s management of
fraud and incorrect payments found:

deriving an estimate on the level of fraud and error by income support payment type, could assist
both [the department] and [Services Australia] to develop more meaningful indicators to
demonstrate that they have been jointly successful in reducing consequent losses. Changes over
time in this estimate may be useful in showing that [Services Australia] compliance efforts
(encompassing debt prevention, customer education and review activity) are influencing customer
behaviour.>

3.27 The report noted that the United Kingdom government entity responsible for welfare
payments, the Department of Work and Pensions, used random sampling to determine the
incidence and magnitude of fraud and error in its welfare programs. The ANAO recommended
implementing a mechanism to estimate losses by payment type that distinguished ‘between losses
from [Services Australia] error and those resulting from customer error and fraud’.%° While both
entities agreed to the recommendation, reporting of PARP results by the department and Services
Australia has never differentiated between the dollar impact of administrative errors, recipient
errors and fraud.

3.28 The ANAQO’s 2006 performance audit of the PARP found it provided limited insights on the
underlying causes of recipient errors, and PARP reviewers did not seek to uncover why recipients
failed to comply with reporting requirements. The report noted the department had obtained legal
advice in 2005 (in response to the audit) that suggested PARP reviewers may not be able to inquire
into reasons for non-compliance due to the possibility of self-incrimination.®*

3.29 While there may be barriers to inquiring into recipients’ reasons for non-compliance, PARP
reviewers could make qualitative judgements about likely causes of non-compliance based on clear
and repeatable assessment criteria.

3.30 Gathering additional qualitative information through the PARP on the underlying causes of
recipient errors would enable the department and Services Australia to develop better targeted
measures to improve payment accuracy.

58 Services Australia provided documentation to the ANAO in August 2023 that indicates it plans to add an
additional question to the PARP question set from November 2023 on whether a recipient was referred for
suspected fraud because of a PARP review.

59 Auditor-General Report No.26 2001-2002 Management of Fraud and Incorrect Payment in Centrelink, p. 25.

60 ibid., p. 94.

61 Auditor-General Report No.43 2005-06 Assuring Centrelink Payments — The Role of the Random Sample
Survey Programme, pp. 74 & 89-90. The report also noted research from 2005 that found welfare recipients
expressed views such as: it was their ‘right’ to maximise payments; non-compliance was beneficial for the
economy; and welfare non-compliance was insignificant compared to corporate non-compliance.
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Data on control effectiveness

3.31 The PARP does not provide a direct assessment of the effectiveness of Services Australia’s
controls for welfare payments. The ANAQ’s 2006 performance audit of the PARP found:

The [PARP] does not provide a direct measure of the effectiveness of the compliance/control
framework because it does not directly test this. Rather, there is an inference that positive results
in the [PARP] equate with the compliance/control framework being effective.

The [PARP] questionnaire does not include any questions regarding the outcomes of any
compliance/control activity a customer may have been subjected to prior to selection in the
[PARP]. There is also no follow-up during the [PARP] process to match back to any compliance
activity the customer may have been involved in to see if it was effective.5?

These issues remain in 2023. There are no questions in the PARP question set that directly relate
to assessing the effectiveness Services Australia’s compliance program or other controls. For
example, Services Australia does not record whether recipients have been presented with pre-
filled Single Touch Payroll (STP) employment income for confirmation as part of their reporting
activities, or whether they have been subject to other data matching compliance activities.®3

3.32 The decisions to exclude inaccuracies relating to DSP medical eligibility from PARP reporting
in 2019 and from PARP reviews altogether in 2022 (discussed in Case study 1 above) illustrate how
‘providing data for the assessment of payment accuracy control effectiveness’ (see paragraph 3.23)
has not been a focus for the PARP. The absence of data on DSP recipients who are no longer eligible
for the payment, by virtue of the 2012 changes to the impairment tables or otherwise, limits
Services Australia’s ability to implement or assess the effectiveness of other risk-based compliance
activities designed to mitigate payment accuracy risk. The papers recommending these decisions
correctly argued that finding a DSP recipient is no longer medically eligible through a PARP review
does not necessarily mean a recipient error or administrative error has occurred. However, the
papers did not acknowledge that it may mean there are weaknesses in Services Australia’s
compliance activities for DSP, as the ineligibility was not otherwise identified.

Recommendation no. 5

3.33 Department of Social Services, in consultation with Services Australia, amend the
methodology for the Payment Accuracy Review Program to enable assessments to be made of:

(a) the dollar impact of potential fraud, opportunistic and inadvertent non-compliance and
administrative error on welfare payments; and
(b) the effectiveness of Services Australia’s control framework.

Department of Social Services response: Partially agreed.

62 Auditor-General Report No.43 2005—-06 Assuring Centrelink Payments — The Role of the Random Sample
Survey Programme, p. 94.

63 The department and Services Australia advised the ANAO in May 2023 that assessing control effectiveness
was not within the scope of the PARP. However, as noted at paragraph 3.23, providing ‘data for assessment of
the effectiveness of payment accuracy controls’ is listed as a PARP objective in the 2019 Random Sample
Surveys Standing Operational Statement. Further, the department and Services Australia are currently seeking
to assess the effectiveness of STP (a recently implemented payment accuracy control) through the PARP (see
paragraphs 3.115 and 3.116).
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3.34 The department will further review the methodology, noting that it may be impractical to
differentiate fraud from other causes of payment inaccuracy.

Services Australia comment:

3.35 The purpose of the payment accuracy measure does not encompass fraud or opportunistic
and inadvertent non-compliance.

3.36 It would be difficult to make these assessments as part of the PARP given the associated
timeframes and requirements with making these determinations.

3.37 Payment Accuracy Reviews (PAR) are not designed to detect fraud (or non-compliance),
and therefore will not detect a significant proportion of the fraud in the social security and welfare
system.

3.38 Ifan officer conducting a PAR suspects that fraud is an issue with a specific customer, then
they will follow established processes to refer that customer for possible investigation by expert
fraud investigators. While this is for DSS to agree or disagree, we note the complexity for staff to
make this determination regardless of the parameters established. Further to this, the Agency
notes the Random Review Results System (RRRS) questionnaire has now included a ‘report
suspected fraud’ question.

ANAO comment on Services Australia’s comment:

3.39 Asnoted at paragraph 3.23, an objective of the PARP is to provide ‘information on causes
and sources of errors leading to inaccurate payments’. Recipient ‘errors’ that affect the accuracy
of welfare payments likely involve inadvertent or intentional non-compliance with legal
requirements to promptly and accurately report changes in circumstances (such as changes in
income, assets or relationship status). Services Australia provided documentation to the ANAO in
August 2023 that indicates it plans to add an additional question on suspected fraud to the PARP
guestion set (which it calls the Random Review Results System questionnaire) from November
2023.

Have effective operational processes been established for payment
accuracy reviews?

The department and Services Australia have developed largely effective operational processes
for conducting payment accuracy reviews. Services Australia’s procedural documentation is
clear, comprehensive and identifies legislative requirements and responsibilities. Quality
assurance processes established by Services Australia and the department were partly
effective. While comprehensive quality assurance processes have been established, processes
for ensuring the accuracy and completeness of data could be strengthened to enable more
robust analysis of underlying payment inaccuracy causes.

Operational guidance

3.40 Services Australia has an ‘Operational Blueprint’ intranet site that is accessible to staff and
contains operational guidance to support delivery of services. Guidance for PARP reviews is
contained within the ‘Payment Accuracy Review’ section of Operational Blueprint, broken down
into five sub-topics:
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° systems access — arranging access to the IT systems for PARP reviews;

. pre-interview tasks — tasks undertaken prior to commencement of a new PARP trimester;
° PARP interviews — conducting PARP interviews and intensive desktop reviews®*;

. finalising reviews — post-interview verification and review finalisation tasks; and

° quality processes — quality assurance processes for PARP reviews.

3.41 The ANAO examined PARP Operational Blueprint procedures to assess whether they
provided effective operational guidance to support Services Australia staff in conducting PARP
reviews. The results of this assessment are in Table 3.3.

Table 3.3: ANAO assessment of PARP Operational Blueprint procedures, as of
June 2023

Sub-topic Number of Clear and logically Identified legislative Complete?

procedures structured requirements and
responsibilities

Systems access 3 (] ® ®
Pre-interview tasks 5 (] ® ®
PARP interviews 7 ® ® ®
Finalising reviews 10 (] ® ®
Quality processes 5 (] ® ®

Key: o fully met @ largely met @ partly met @ largely not met © not met

Note a: Procedures were assessed as complete if they covered relevant Bilateral Management Arrangement
requirements and had no obvious gaps or weaknesses.

Source: ANAO analysis of Services Australia documentation.

3.42 Services Australia’s Operational Blueprint content for PARP reviews provided clear, logically
structured, and largely comprehensive guidance for PARP reviewers. Procedures were underpinned
by references to legislative requirements, and content appropriately reflected Services Australia’s
PARP responsibilities under bilateral agreements. Services Australia updated its Operational
Blueprint procedures on verifying income in November 2022 to include links to guidance on
reporting suspected fraud.

3.43 The ANAO tested key PARP controls for its audit of Services Australia’s 2021-22 financial
statements and found controls were designed and implemented effectively. This testing found no
errors in payments due to legislative errors and total errors were low, indicating that the primary
administrative risks to payment correctness related to human errors from staff processing rather
than misrepresentation of legislative or procedural requirements.

3.44 The ANAO also conducted targeted testing on 81 randomly selected PARP reviews from
trimesters one and two of 2022-23: 27 reviews that resulted in recipients’ payments being
cancelled (cancellations); 27 that resulted in downward variations (overpayments); and 27 that

64 Intensive desktop reviews involve reviewing recipients’ eligibility based on available information, without
conducting a PARP interview. These reviews can be conducted when recipients are deceased, imprisoned or
overseas or have their payments cancelled, or in other circumstances where face-to-face, video-chat or
telephone interviews are not appropriate.
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resulted in upwards variations (underpayments). This testing found PARP reviewers largely adhered
to the requirements in the Operational Blueprint procedures (excluding requirements relating to
quality assurance, which are discussed below) with no indications of systemic errors or issues. Of
the 81 cases tested, 75 met all tested requirements, with exceptions being the failure to properly
record errors or upload review documentation.

Quality assurance processes

3.45 A range of quality assurance processes are in place for PARP reviews, which aim to ensure
that information gathered through PARP reviews has been properly assessed and decisions on
review outcomes are made in accordance with procedural requirements. Quality assurance
processes for the PARP are outlined in Table 3.4.

Table 3.4: PARP quality assurance processes

Internal quality checking processes

check

Australia

Pre quality Services | Required for all PARP reviews | Quality officer checks components of the

check Australia | identifying recipient debts review prior to finalisation to ensure
details relating to the debt are correct

Partial quality | Services | Required for all PARP reviews | Quality officer checks components of the

resulting in upward or
downward variations to
payments

review prior to finalisation to ensure
errors are correctly recorded, and other
details are correctly coded

Full quality Services | Conducted for 10% of Quality officer undertakes full check of
check Australia | completed PARP reviews selected reviews after finalisation,
where no changes are made to | classifying any discrepancies as: ‘critical’
the recipient’s payment or the (direct impact on recipient’s payment),
payment is cancelled with no ‘potentially critical’, ‘non-critical’ or ‘for
recipient debt identified, and your information’
100% of reviews for new staff
until they are deemed proficient
Quality Services | Conducted for 2% of Quality officer undertakes full check of
assurance Australia | completed PARP reviews selected reviews after finalisation,
check (regardless of outcome) at classifying any discrepancies as:

weeks 8, 12 and 18 of each
trimester

‘critical’, ‘potentially critical’, ‘non-critical’
or ‘for your information’

Other internal quality assurance processes that relate to PARP

Quality On Services | Conducted for sample of PARP reviewers are subject to Services

Line (QOL) Australia | completed work items Australia’s QOL process, which checks a
(depending on staff experience | sample of completed work items against
level) payment correctness standards

Quality Call Services | Inbound and outbound PARP reviewers are expected to have

Framework Australia | telephone calls four calls evaluated each quarter for

adherence to call quality standards
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External quality assurance processes
External DSS Conducted for 2.5% of DSS external validation officer checks
validation completed PARP reviews PARP review documentation is
(regardless of outcome) at complete, accurate, and correctly
weeks 8, 12 and 18 of each recorded in welfare payment processing
trimester systems
Data DSS One month after start of Weekly automated data integrity checks
validation trimester to ensure PARP data is in the correct
format, consistent with the question logic,
and consistent with other data sources

Source: ANAO analysis of DSS and Services Australia documentation.
Internal quality checking processes

3.46 InJuly 2022 Services Australia completed a ‘quality stocktake’ based on results from its ‘full
quality check’ and ‘quality assurance check’ processes (described in Table 3.4 above) from May to
July 2022 and interviews with relevant operational staff. Key findings of the stocktake included that:

° there was a ‘high and static’ rate of discrepancies identified in PARP reviews subject to
random checking processes®; and

° formal coaching by team leaders was largely not occurring, informal coaching was not
being documented, and there was scope for more consistent and structured training.

3.47 The quality stocktake report included 19 recommendations to address identified issues.
Services Australia has tracked the implementation of these recommendations through a dashboard.
As of May 2023 seven recommendations were recorded in the dashboard as being ‘completed’, one
was ‘on hold’, and the remaining 11 were ‘in progress’ (see Appendix 10).

3.48 The ANAO's targeted testing of 81 PARP reviews resulting in cancellations and variations
(discussed in paragraph 3.44) found that Services Australia’s documentation of required ‘pre quality
checks’ and ‘partial quality checks’ was inconsistent and incomplete.

° Of 39 PARP reviews that required a pre quality check because a debt was raised, checks
were documented for 11 reviews.

° Of 54 PARP reviews that required a partial quality check due to an upward or downward
variation, partial quality checks were documented for 28 reviews, and for an additional 10
reviews some form of check was recorded (with insufficient detail to determine if it was a
partial quality check).

External validation

3.49 AsoutlinedinTable 3.4, the department conducts external validation of a randomly selected
sample of 2.5 per cent of completed PARP reviews (around 500 reviews per year). The department’s
external validation officers check that PARP documentation is complete and consistent, payment
eligibility criteria have been appropriately assessed, and any changes in circumstances have been

65 For trimester one 2021-22, 1869 checks were undertaken, with 13 per cent identifying ‘critical’ or ‘potentially
critical’ discrepancies and 37 per cent identifying ‘non-critical’ discrepancies. For trimester two 2021-22, 1950
checks were undertaken, with 12 per cent of reviews identifying ‘critical’ or ‘potentially critical’ discrepancies
and 40 per cent identifying ‘non-critical’ discrepancies.
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correctly recorded in Services Australia’s welfare payment processing systems. After completing its
external validation checks for a trimester, the department provides feedback to Services Australia
outlining positive observations and details of any inconsistences or issues found.

3.50 The 2021 ANU review of the PARP methodology noted that the external validation checks
currently undertaken by the department:

[...] are all reasonable checks, but because they are entirely desk based they are limited in
their ability to identify problems with how the RSS review interviews are undertaken. This is
of some concern because the quality of the RSS interviews is the single most important
determinant of the quality of the data that results from the RSS review and the accuracy of
the estimated payment accuracy.®®

3.51 ANU recommended that the department begin directly monitoring a proportion of PARP
interviews for independent quality control purposes, noting it was standard practice in market
research to monitor at least five per cent of interviews (ANU recommendation 15). The department
agreed to this recommendation and reporting to BMC in March 2023 noted (in different places)
that it was ‘close to completion’, ‘completed with continuing refinements’ and ‘ongoing’. In May
2023 the department developed a draft plan to implement more comprehensive external quality
control monitoring for the PARP with a target implementation date of 1 July 2023.%7

Data validation

3.52 One month after the start of a trimester, the department begins undertaking weekly
automated data integrity checks to ensure data gathered through the PARP question set is: in the
correct format; consistent with the question logic; and consistent with other administrative data.
The department provides the results of its data validation testing to Services Australia, and
identified data integrity issues are resolved until the PARP review completion standard is met.®®

3.53 As discussed in Box 2, the PARP question set gathers detailed information on the reasons
for payment inaccuracies and any recipient and/or administrative errors that may have contributed
to them. The data validation processes conducted by the department and Services Australia focus
on data integrity issues with questions one to four of the question set, which relate to the primary
reasons for recipients’ payment being varied or cancelled. This data is used for payment accuracy
calculations and for reporting on payment inaccuracy risks at a general level (using broad categories
such as ‘assets’, ‘change in relationship status’, ‘earned income’, etc.).

3.54 More granular data on recipient and administrative errors is gathered through questions 14
to 80 of the PARP question set. The ANAQ's testing found issues with the completeness and
accuracy of this data. The primary issue was that data on the dollar impacts of recipient and
administrative errors (recorded in questions 14 to 80) did not reconcile with finalised PARP review

66 M. Gray, K. Reddy, N. Biddle & D. Stanton, Review of Methodology for the Random Sample Survey (RSS)
Program, ANU Centre for Social Research and Methods, 24 August 2021, p. 41.

67 Services Australia informed the ANAO in August 2023 that the implementation of this recommendation was
still in progress and the department and Services Australia were continuing to progress the draft plan.

68 The review completion standard is 98 per cent of PARP reviews and 95 per cent of DSP reviews have been
finalised with no outstanding data integrity issues more than 14 days old. When the standard is met, any
reviews with outstanding data integrity issues that were identified within the last 14 days or less are assigned
a weight of zero and are not included in payment accuracy calculations.
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data, even after adjusting for known reasons for discrepancies.®® These data quality issues mean it
is currently not possible to robustly estimate the relative impact of administrative and recipient
errors on payment accuracy, which limits the capacity of the department and Services Australia to
undertake robust analysis of the underlying causes of payment inaccuracy.

Recommendation no. 6
3.55 Services Australia establish processes to ensure:

(a) quality checking and quality assurance processes are undertaken and appropriately
documented; and

(b) data captured through the Payment Accuracy Review Program is accurate and
complete.

Services Australia response: Agreed.

3.56 With regard to Part (a), as highlighted in the report, Services Australia has created
procedural documentation that seeks to be clear, comprehensive and identifies legislative
requirements and responsibilities for conducting payment accuracy reviews. These Operational
Blueprint procedures support staff with system access, pre-interview tasks, Payment Accuracy
Review Program (PARP) Interviews, finalising reviews, and quality processes.

3.57 The ANAO conducted testing on a sample of randomly selected PARP reviews, and found
that PARP reviewers largely adhered to the requirements in the Operational Blueprint procedures
with no indications of systemic errors or issues.

3.58 The quality assurance process seeks to ensure that information gathered through PARP
reviews has been properly assessed, and decisions on review outcomes are made in accordance
with procedural requirements. The Agency has been making improvements to its internal quality
checking processes, and acknowledges that further improvements can be made to ensure quality
checking and quality assurance processes are undertaken and appropriately documented.

3.59 With regard to Part (b), as noted in the report, the Agency gathers detailed information
on the reasons for payment inaccuracies and any recipient and/or administrative errors that may
have contributed to them through the PARP question set.

3.60 Granular data on recipient and administration error is gathered through questions 14 to
80 of the PARP questions set. Testing completed by the ANAO found issues with the completeness
and accuracy of this data. The Agency acknowledges the primary issue was that data on the dollar
impacts of recipient and administrative errors did not reconcile with finalised PARP review data,
and that improvements can be made to ensure this data is accurate and complete.

69 Known reasons include generic failure and other cancellation outcomes where no recipient or administrative
errors were identified through the PARP review. After excluding such instances, 20.3 per cent of PARP reviews
with variation did not reconcile.
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Has reporting of payment accuracy results been reliable, free from
bias, and verifiable?

Reporting of payment accuracy results has been based on largely reliable methodologies and
data sources. Reporting has been partly free from bias, as Disability Support Pension reporting
has excluded certain inaccuracies since 2019-20 which has improved reported accuracy results.
Payment accuracy reporting has been largely unverifiable. The ANAO was only able to replicate
33.5 per cent of results reported from 2018-19 to 2021-22 due to calculation errors and ad hoc
deviations from the methodology that were not adequately documented.

3.61 The department and Services Australia use PARP data to report on payment accuracy KPMs
to bilateral governance bodies through the quarterly performance assurance report.”® Services
Australia includes annual KPM results in its annual assurance statement, which is provided to the
Secretary of the department after the end of the financial year. The department also reports the
annual KPM results in its annual performance statements. Reported payment accuracy results for
2018-19 to 202122 are reproduced at Appendix 4.

3.62 The ANAO assessed whether reporting of payment accuracy results was reliable, free from
bias, and verifiable over the period of 2018-19 to 2021-22. Table 3.5 outlines the assessment
criteria applied and the ANAQ's overall assessments against these criteria.

Table 3.5: ANAO assessment of payment accuracy reporting

Criterion Assessment Description
Reliable d Methodologies and data sources were largely robust and appropriate
Free from bias D Some evidence of bias in measurement and assessment of results
Verifiable ¢) Results were largely not verifiable by reperforming calculations

Key: o fully met @ largely met @ partly met @ largely not met © not met

Reliability

Coverage of welfare payments

3.63 Reporting of payment accuracy results from 2018-19 to 2021-22 used a largely robust
methodology and appropriate data sources. However, an issue affecting the reliability of accuracy
reporting is that the PARP does not cover all of the department’s welfare payments. The PARP
covers 15 of the 32 welfare payments listed in Appendix 3.”* While payments included in the PARP
represented 96.6 per cent of the department’s welfare payments in 2021-22, some included
payments (such as Special Benefit and ABSTUDY — Tertiary) represent smaller proportions of total
payment expenditure than several payments that are excluded.

70 As PARP results have historically been calculated on a trimester basis, results have been reported in the
Performance Assurance Reports for quarters two, three and four of each financial year.

71 Payments not covered include: Parental Leave Pay ($2.511 billion in 2021-22); Carer Supplement
(5609 million in 2021-22); Student Start-up Loan ($199 million in 2021-22); Child Disability Assistance
Payment ($191 million in 2021-22); Energy Supplement for Commonwealth Seniors Health Card holders
(5187 million in 2021-22); ABSTUDY — Secondary ($171 million in 2021-22); and Dad and Partner Pay
(5149 million in 2021-22).
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3.64 The department’s reporting on payment accuracy in its 2021-22 Annual Performance
Statements stated:

The [PARP] provides assurance with respect to the accuracy of social security payments. Reviews
are conducted by Services Australia using a random sample of the population for the major
payment types provided by the department.”

3.65 The department did not include a note identifying which payments were not covered by the
PARP or acknowledging that Parental Leave Pay (a payment with expenditure of $2.5 billion in
2021-22, which is means tested and would thus have potential for payment inaccuracy) was not
included.

3.66 While some supplementary payments will be picked up through implementing
recommendation 7 of the ANU PARP review, there is no documented rationale for why a major
payment such as Parental Leave Pay should not be included in the PARP.

Recommendation no. 7
3.67 Department of Social Services:

(a) review any payments that are not currently captured by the Payment Accuracy Review
Program to assess the impact of exclusion on the assessment of payment accuracy for
all welfare payments and whether any or all of the currently excluded payments should
be included; and

(b) list any payments excluded from the Payment Accuracy Review Program in external
reporting, including the rationale for exclusion.

Department of Social Services response: Agreed.
3.68 The department will undertake this work, noting that there are finite resources at Services

Australia to conduct reviews of other payments. The current approach captures around
70 per cent of fortnightly income support payments.

Data limitations affecting payment accuracy reporting

3.69 In response to ANU recommendation 9, the department included an addendum to its
2021-22 Annual Performance Statement (APS) which contained the number of PARP reviews
conducted in 2021-22 and the financial estimates of overpayment and underpayment risks for
each payment type within the PARP. The additional information published by the department
improved the reliability of payment accuracy reporting. However, the reporting does not
appropriately acknowledge data limitations.”3 In addition to not covering all welfare payments,

72  Department of Social Services, Annual Report 2021-22, Commonwealth of Australia, 2022, p. 48.

73 The Department of Finance’s May 2020 Resource Management Guide No. 131, Developing performance
information, states: ‘Stakeholders, including the Parliament and the public, should have confidence in the
reliability of the reported data underpinning performance information. Particularly where the quality of data
is subject to some limitations, users should be alerted to the level of confidence they can have in the accuracy
of information and the implications for the level of performance reported’ (p. 35).
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there are various other PARP data limitations with implications for reported results that have not
been acknowledged by the department or Services Australia in payment accuracy reporting.’*

° The ANAQ’s 2006 audit of the PARP noted the issue of ‘non-sampling error associated with
customer non-disclosure’’> (that is, PARP reviews cannot identify all non-compliance or
fraud because recipients may conceal factors such cash income or relationship status,
which are difficult to detect through other means). ANU noted in its 2021 PARP review
that this is a common theme in academic literature and remains an issue for the PARP.

° As discussed in Case study 1, methodology changes implemented in 2019, which excluded
certain DSP inaccuracies from calculations, mean DSP results reported since 2019-20 have
underestimated overpayments and not been comparable to previous years.

° Family Tax Benefit (FTB) payments are determined based on recipients’ annual income
rather than fortnightly income and are subject to a reconciliation process using tax returns
lodged with the Australian Taxation Office. PARP reviews for FTB assess eligibility on other
grounds but do not assess whether recipients are receiving overpayments or
underpayments due to employment income, as it is not possible at the time of review to
make this assessment. Reported FTB payment accuracy results thus underestimate both
overpayments and underpayments.’®

° ANU’s 2021 PARP review found accuracy calculations only cover the basic payment for
which recipients were selected for PARP reviews and exclude other payments they may
be receiving (such as Rent Assistance or other payments in addition to the payment they
were selected for). PARP reviews also do not assess whether recipients are eligible for
other payments. The implications of these issues are that reported payment accuracy
results do not account for the accuracy of all payments received by recipients.

Opportunity for improvement

3.70 Department of Social Services and Services Australia could improve their reporting of
welfare payment accuracy results by:

(a) acknowledging data limitations relating to the Payment Accuracy Review Program; and

(b) describing the implications of these limitations for reported results.

Freedom from bias
Bias in reporting DSP accuracy results

3.71 While reporting for payments other than DSP was unbiased, there was bias in the reporting
of DSP results which also impacted on the overall payment accuracy result. As discussed in Case

74 By way of contrast, the UK DWP has provided more detailed commentary on limitations for its fraud and error
estimates. For example, it states: ‘When interpreting the statistics, please bear in mind that we only sample
cases that are in receipt of benefit. The figures do therefore not include, for example, people who are entitled
to benefit but don’t apply, those whose applications are incorrectly rejected, or benefit advances.” UK DWP,
Annual Report & Accounts 2021-22, 2022, p. 306.

75 Auditor-General Report No.43 2005—-06 Assuring Centrelink Payments — The Role of the Random Sample
Survey Programme, p. 30.

76  Services Australia data on welfare payment debts determined in 2021-22 indicates that $1.1 billion in FTB
overpayments were identified through the reconciliation process, which equates to around 14 per cent of the
estimated value of overpayments identified through the PARP in 2021-22.
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study 1 above, PARP methodology changes were implemented in 2019 that excluded two categories
of DSP inaccuracies from calculations (‘change in medical eligibility’ and ‘qualified for another
payment’). In 2022 the medical review requirement was removed from the PARP altogether, which
has meant that DSP recipients have not been assessed for medical eligibility through the PARP since
trimester two 2022-23. These changes have introduced bias to the department’s and Services
Australia’s payment accuracy reporting.

3.72 Table 3.6 shows that payment accuracy results for DSP gained a substantial performance
increase from the 2019 exclusions. DSP results were between 3.32 and 4.85 percentage points
higher from 2019-20 to 2021-22 than they would have otherwise been if no exclusions had been
in place. The impact of the DSP result on overall payment accuracy results was an improvement of
between 0.47 and 0.65 percentage points over the same period. The 2022 decision to remove the
medical review requirement from the PARP altogether means the impact of this bias on the
department’s and Services Australia’s payment accuracy reporting will no longer be quantifiable.

Table 3.6: Impact of 2019 DSP inaccuracy exclusions, 2018-19 to 2021-22

2018-19 m 2020-21 | 2021-22

DSP accuracy Using pre-2019 methodology 90.99% 93.64% 93.18% 91.89%
results
With 2019 exclusions applied 96.33% 96.96% 97.18% 96.74%
Difference due to exclusions 5.34% 3.32% 4.00% 4.85%
Overall payment | Using pre-2019 methodology 94.67% 95.84% 92.19% 92.22%
accuracy results i i i
With 2019 exclusions applied 95.52% 96.34% 92.65% 92.87%
Difference due to exclusions 0.85% 0.50% 0.47% 0.65%

Source: ANAO analysis of DSS and Services Australia data using business rules provided.

3.73 The 2019 decision to exclude certain DSP inaccuracies from calculations was taken at a time
when overall payment accuracy results fell below the 95 per cent benchmark target. At a BMC
meeting in August 2019, when asked about strategies to improve payment accuracy, a Services
Australia member noted ‘the methodology change for DSP is expected to see the payment accuracy
result return to above the benchmark’. Services Australia’s 2018—19 Annual Assurance Statement,
provided to the Secretary of the department in August 2019, cited working with the department to
review the DSP methodology as an example of ‘collaborative work to improve payment accuracy’,
noting:

If these arrangements had been in place during 2018-19, it is estimated the overall payment

accuracy result would have been 95.53 per cent [rather than the reported 94.69 per cent].”’

3.74 In a July 2019 brief to the Minister for Government Services, Services Australia described
the inclusion of ‘change in medical eligibility’ and ‘qualified for another payment’ inaccuracies for
DSP as ‘two anomalies in the methodology used by the department to calculate payment accuracy’.
However, it is the exclusion of these two inaccuracy reasons for DSP that has created an anomaly,
as it has meant the treatment of DSP inaccuracies has been inconsistent with other payments. The
two inaccuracy reasons are still included in the PARP question set and have been used for other
payments.

77 DHS, ‘Annual Assurance Statement to the Department of Social Services 2018-19’, August 2019, p. 14.

Auditor-General Report No.4 2023-24
Accuracy and Timeliness of Welfare Payments

70



Payment accuracy

Recommendation no. 8
3.75 Department of Social Services ensure reporting on payment accuracy is unbiased by:

(a) assessing the impact of changes in medical eligibility on the accuracy of Disability
Support Pension payments either through conducting medical reviews under the
Payment Accuracy Review Program or some other mechanism; and

(b) not excluding any identified inaccuracies from reported results, including cancellations
due to changes in medical eligibility and recipients transferring to another payment.
Department of Social Services response: Not agreed.

3.76 The department considers the requirement to conduct medical reviews to confirm
eligibility as part of the Payment Accuracy Review Program would place an unreasonable
additional burden on those Disability Support Pension recipients randomly selected for review.

Verifiability

3.77 To test the verifiability of reported payment accuracy results, the ANAO:

° obtained the data that the department used to calculate payment accuracy KPM results
for 2018-19 to 2021-22; and

° reperformed calculations using documented methodologies, including applying the DSP

exclusions discussed in Case study 1.

3.78 The ANAQO's initial verification testing found 50.8 per cent of reported payment accuracy
results were verifiable over the assessed period (for detailed verification results see Table A.7 in
Appendix 11). After the ANAO presented these results to the department, the department
acknowledged that it had made an error in applying weightings when calculating 2019-20 and
2020-21 results, and applied an ad hoc methodological variation to weighting calculations for
trimesters two and three of 2021-22. The department had not maintained a register documenting
these deviations from its methodology.

3.79 In line with the department’s response, the ANAO conducted the verification testing a
second time, recalculating weightings for all four years to address the identified issues. Table 3.7
shows the ANAO could verify 33.5 per cent of reported payment accuracy results over the assessed
period using corrected weightings (for detailed verification results see Table A.8 in Appendix 11).

Table 3.7: ANAO revised verification of reported accuracy results, 2018-19 to 2021-22,

updated to address weighting issues

No. of KPM results reported 55 43 53 46 197
No. of results verifiable by ANAO 16 9 1 40 66
Percentage of results verifiable 29.1% 20.9% 1.9% 87.0% 33.5%

Source: ANAO analysis of DSS and Services Australia data using business rules provided.

3.80 Through this second round of analysis, the ANAO identified that the department had made
additional calculation errors over the period, including:

Auditor-General Report No.4 2023-24
Accuracy and Timeliness of Welfare Payments

71



° miscalculating the number of reviews occurring within clusters resulting in incorrect
weightings for 2018-19;

° incorrectly converting trimester weightings to annual weightings for all payments in
2019-20 and four payments in 2020-21;

° incorrectly dividing the derived strata population size by the sample size when calculating
weightings for trimester three 2020-21;

° included partners within weighting calculations for trimester two 2021-22;

° not assighing weights of zero to reviews with active data integrity issues in 2018-197;

° assigning weights of zero to reviews in trimester three 2020-21 that did not have data

integrity issues identified; and

° using multiple differing population totals to determine weightings for reviews within the
same strata in trimester three 2021-22, where only one should be used, resulting in
differing weightings being applied within strata.

3.81 The ANAOQ's verification testing highlighted that the department did not use a consistent
method for calculating payment accuracy results from 2018-19 to 2021-22 and made frequent
calculation errors with strata weightings.

Recommendation no. 9
3.82 Department of Social Services ensure reporting on payment accuracy is verifiable by:

(a) establishing a register to document any deviations from the Payment Accuracy Review
Program methodology and the rationale for the deviations; and

(b) conducting and documenting additional quality assurance over weighting calculations.
Department of Social Services response: Agreed.

3.83 The department has commenced work to document deviations.

Has reporting of payment correctness results been reliable, free from
bias, and verifiable?

Services Australia’s reporting of payment correctness results has been partly reliable and
largely verifiable. However, its reporting has been biased as its payment correctness
performance measure excludes most incorrect payments.

3.84 Services Australia defines welfare payment correctness as the percentage of PARP reviews
that do not identify any administrative errors with a dollar impact. Such errors are identified
through questions 14 to 80 of the PARP question set (see Box 2 above). Until 2020-21 Services
Australia used data on administrative errors identified through the PARP to report against a
payment correctness performance measure in its APS — ‘Achievement of payment quality

78 As discussed at paragraphs 3.52 and 3.53, the department conducts data validation checks on PARP data.
When the review completion standard (98 per cent of reviews and 95 per cent of DSP reviews completed, and
no data integrity issues older than 14 days) is met, the department conducts payment accuracy calculations.
At that time, under the PARP methodology, any reviews with active data integrity issues are assigned a weight
of zero and not included in calculations.
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standards: Centrelink: delivery of correct customer payments’. In 2021-22 Services Australia
reported this result as part of a weighted composite ‘payment quality’ strategic performance
measure, which combined the welfare payment measure with a Medicare payment correctness
measure into a single entity-wide measure.

3.85 The ANAO assessed whether Services Australia’s reporting of payment correctness results
was reliable, free from bias, and verifiable over the period of 2018—-19 to 2021-22. Table 3.8 outlines
the assessment criteria applied and the ANAQ’s overall assessments against these criteria.

Table 3.8: ANAO assessment of payment correctness reporting

Criterion Assessment Description
Reliable O Methodologies and data sources were partly robust and appropriate
Free from bias O Evidence of bias in measurement and assessment of results
Verifiable 0 Results were largely verifiable by reperforming calculations

Key: o fully met @ largely met @ partly met @ largely not met © not met

Reliability

Coverage of welfare payments

3.86 As noted at paragraph 3.63, the PARP covers 15 of the 32 welfare payments listed in
Appendix 3. This also affects the reliability of Services Australia’s payment correctness performance
measure as it uses the PARP as its data source. In August 2022 Services Australia informed its
Executive Committee that it was testing an alternative methodology for the payment quality
strategic performance measure. Rather than using the PARP as the data source for correctness of
welfare payments, quality assurance data from its Quality On-Line and Quality Management
Application systems would be used as these processes cover a broader set of welfare payments. As
of June 2023 no internal reporting had occurred using the alternative methodology.

Adjusting for stratification of the PARP sample

3.87 As explained in Figure 3.1 above, the PARP methodology involves reviewing a stratified
random sample of welfare recipients. When using a stratified random sample to generate a
statistical estimate for a population, strata results should be adjusted based on the relative sizes of
the strata and the samples selected from them.

3.88 Services Australia does not apply any adjustment factors in calculating its payment
correctness result. The Australian Bureau of Statistics (ABS) noted this in a 2014 review of the PARP
methodology, stating:

. Selection weights are not used — The current method does not take into account the
stratification and clustering of the sample design and assumes everyone contributes
equally.

. Unduly influenced by sample desigh — The estimation method is influenced by the

proportion of reviews for each payment type. This makes it susceptible to any future
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changes in sample size or selection methodology. It is preferable to instead take into
account the proportion of each payment type present in the population.”

3.89 Services Australia did not address these issues and has continued to calculate payment
correctness results without adjusting for stratification of the PARP sample.&

Measurement of ‘payment correctness’

3.90 The ANAQ’s May 2006 performance audit of the PARP noted that Services Australia’s
‘definition of payment correctness is different from the ordinary meaning of the words’.8! The
ordinary meaning of payment correctness would be the percentage of recipients who receive a
correct payment. The 2021 ANU review of the PARP methodology also noted this issue and
recommended that: ‘The term “payment correctness” be replaced with the term “administrative
correctness”” (ANU recommendation 14).8% Services Australia agreed to this recommendation, and
reporting to BMC in March 2023 noted it had been ‘implemented’ and ‘corporate documents
(Portfolio Budget Statement, Corporate Plan and Annual Performance Statements) were aligned’ in
November 2022. None of these documents had been published with the revised terminology as of
June 2023, but Services Australia updated internal guidance on its Operational Blueprint intranet
site with the revised terminology in April 2023.

Freedom from bias
Exclusion of recipient errors

3.91 Services Australia stated in its 2021-22 Annual Performance Statements that the payment
quality performance result (98.9 per cent for welfare payment correctness and 98.5 per cent for its
composite entity-wide measure) ‘demonstrates the agency’s ability to pay the right person the right
payment at the right time’.83 However, ANAO analysis of PARP results shows 81.4 per cent of
welfare recipients received correct payments in 2021-22 (see Table 3.9), with most incorrect
payments resulting from recipients not declaring or incorrectly declaring changes in their
circumstances. This represents a more meaningful and readily understood way of reporting
payment correctness. The difference between the ANAQO’s correctness estimate of 81.4 per cent
and Services Australia’s reported correctness result of 98.9 per cent is that the ANAQO’s estimate
accounts for both administrative and recipient errors (which includes opportunistic and inadvertent
non-compliance).

79 ABS, ‘Phase Two — Quality Assurance of the Random Sample Survey Selection and Estimation Systems’, July
2014, p. 6. Services Australia engaged ABS in 2014 to review the PARP methodology in two phases. Phase one
involved an initial review that made general recommendations for improving the sampling approach. Phase
two was a subsequent quality assurance review of the selection and estimation systems. No evidence was
found that the department or Services Australia formally responded to the recommendations in these
reviews.

80 The impact of this methodological issue has been relatively small, ranging from no impact in 2021-22 to
0.6 percentage points impact in 2019-20.

81 Auditor-General Report No.43 2005—-06 Assuring Centrelink Payments — The Role of the Random Sample
Survey Programme, pp. 81-82.

82 M. Gray, K. Reddy, N. Biddle & D. Stanton, Review of Methodology for the Random Sample Survey (RSS)
Program, ANU Centre for Social Research and Methods, 24 August 2021, p. iii.

83  Services Australia, Annual Report 2021-22, Commonwealth of Australia, 2022, p. 31.
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Table 3.9:
2018-19 to 2021-22

Payment accuracy

Proportion of welfare recipients receiving correct and incorrect payments?,

e s S0 o oz

Proportion of recipients receiving correct payments (%) 79.8 81.8 81.8 814
Proportion of recipients receiving overpayments (%) 12.8 11.4 13.7 13.5
Proportion of recipients receiving underpayments (%) 7.4 6.8 4.5 5.0

Note a: Results in this table are weighted to account for stratification of the PARP sample.

Note:  Rounding means totals may not add to 100%.

Source: ANAO analysis of DSS and Services Australia data.

3.92 Asnoted at paragraph 3.18, in early 2021 the department disagreed with Services Australia’s
proposal to create a bilateral KPM for payment correctness on the grounds it was ‘biased and
incomplete’. The department’s assessment of the measure was that it drew focus away from the
majority of payment accuracy risks (that is, recipient non-compliance) and did not recognise
Services Australia’s role in encouraging compliance and identifying and resolving non-compliance.
The ANAO agrees with this assessment. Including recipient errors would improve the completeness
of Services Australia’s performance measure. It would also provide a more meaningful assessment
of Services Australia’s performance, as it would include outcomes that are within its control
(administrative correctness) and within its influence (recipient fraud, non-compliance and error).

Recommendation no. 10

3.93 Services Australia develop a reliable and unbiased external performance measure for
welfare payment correctness that includes recipient errors or adopt payment accuracy as a
performance measure.

Services Australia response: Not agreed.

3.94 Services Australia does not agree to a separate external measure that broadens the
existing payment correctness measure to include recipient errors for social security and welfare
payments; or to adopt payment accuracy as a performance measure. The existing measure of
administrative correctness is relevant to the Agency’s performance in administering payments, as
it measures the Agency’s success in administering the correct payment based on information
provided to the Agency by customers. Further, payment accuracy is not only influenced by
recipient errors, but also by policy complexity. Detailed information on payment accuracy is
reported publicly, through DSS’s annual reports.

3.95 The Agency undertakes annual reviews of its strategic performance measure records that
support the monitoring and assessment of its performance. In 2023—-24 the review will also take
into consideration the Australian National Audit Office’s (ANAO) recommendations resulting from
the Annual Performance Statements Audit 2022-23. This will include reviewing the title of
Strategic Performance Measure 3 Payment Quality to better reflect what is being measured,
namely, payment administrative correctness.

Department of Social Services comment:

3.96 The department considers that payment accuracy should be a common performance
measure for both the department and Services Australia.
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Interaction between payment accuracy and correctness

3.97 The ABS’s 2014 PARP methodology review (discussed at paragraph 3.88) found increasing
use of online forms to manage welfare payments would lead to automatic improvements in
payment correctness, as the number of recipients interacting with Services Australia staff would
decrease. It recommended that Services Australia reassess the scope of its payment correctness
measure to either include recipient errors in the numerator or exclude self-managed cases from the
denominator. Services Australia made no changes to the performance measure in response.

3.98 Services Australia identified in its 2020-21 Annual Performance Statements that payment
correctness was expected to improve as it ‘continues to expand on self-service options and
automated actions, which reduce the opportunity for staff error’.®* In 2021-22 Services Australia
reported that 69.7 per cent of welfare payment management tasks were self-managed digitally by
recipients.®> Services Australia has not considered that its focus on improving administrative
correctness may be having a negative impact on payment accuracy. Figure 3.3 shows there has been
a strong negative correlation between Services Australia’s payment correctness and accuracy
results since 2013-14.86

Figure 3.3: Relationship between overall payment inaccuracy and dollar value
administrative error rates, 2013-14 to 2021-22
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Source: ANAO analysis of DSS, DHS and Services Australia annual reports from 2013—14 to 2021-22.

84  Services Australia, Annual Report 2020-21, Commonwealth of Australia, 2021, p. 96.

85 Services Australia defines a ‘task’ as a discrete and identifiable process relating to a welfare recipient’s record.

86 The ANAO calculated a correlation coefficient of -0.79 for the relationship between the two variables over this
period, which indicates a strong negative correlation. While correlation does not prove causation, it is
possible that online self-management of payment tasks may have increased opportunities for both
opportunistic and inadvertent non-compliance by recipients. Services Australia’s use of STP data to pre-fill
online employment income declaration forms is seeking to address this issue.
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Exclusion of administrative errors with no dollar impact

3.99 Services Australia’s payment correctness measure also downplays the significance of errors
that do not have dollar impacts, as they are excluded from the methodology. The ANAO’s 2006
audit of the PARP noted that a 2004 report by Allen Consulting Group found errors with no dollar
impact may contribute to future payment accuracy by reducing the effectiveness of controls. Table
3.10 shows a comparison between 2004—05 PARP error rates (presented in the ANAQO’s 2006 audit
report) and 2021-22 rates. While the PARP identifies a small proportion of administrative errors
with a dollar impact, it has been identifying a substantial and increasing proportion of errors with
no dollar impact. In addition, the ANAO found the methodology for Services Australia’s payment
correctness measure does not include administrative errors with dollar impacts that occurred
outside of the trimester in which the PARP review took place unless a debt was raised.

Table 3.10: Comparison of PARP error rates, 2004—05 and 2021-22

Type of error 2021-22

Number | Percentage = Number | Percentage

Reviews with no error 5496 54.7% 4260 22.5%
Reviews with error 4552 45.3% 14641 77.5%
e error with no dollar impact? 1562 15.5% 9634 51.0%
— Services Australia error with no dollar impact 944 9.4% 3666 19.4%

e error with dollar impact 2990 29.8% 5007 26.5%
— Services Australia error with dollar impact 342 3.4% 207 1.1%
Total number of reviews 10,048 100.0% 18,901 100.0%

Note a: Errors with no dollar impact include recipients not reporting a new bank account or change in relationship
status, or Services Australia incorrectly processing reported changes. These errors may affect future payment
accuracy — for example, incorrect bank account details may limit the effectiveness of data matching activities.

Source: Auditor-General Report No.43 of 2005-06 Assuring Centrelink Payments — The Role of the Random Sample
Survey Programme, Table 3.1, p. 55, and ANAO analysis of DSS and Services Australia data.

3.100 If Services Australia continues to use PARP as the data source for an internal administrative
correctness performance measure (to supplement a broader external performance measure that
includes recipient errors), it should include all administrative errors in its calculations, including
errors with a dollar impact in an earlier trimester and errors with no dollar impact. In 2021-22
using this methodology would have meant Services Australia had an administrative correctness
result of 79.5 per cent (the percentage of reviews with Services Australia errors was 20.5 per cent
in 2021-22, which is calculated by adding the ‘no dollar impact’ and ‘dollar impact’ percentages
from Table 3.10).

Verifiability
3.101 To test the verifiability of reported payment correctness results, the ANAO:

o obtained the data that Services Australia used to calculate payment correctness results
for 2018-19 to 2021-22; and
° reperformed calculations using the documented methodology.
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3.102 As shown in Table 3.11, Services Australia’s payment correctness reporting was largely
verifiable, with reported results only deviating from recalculated results in one year by
0.1 percentage points. The reason for this deviation was a minor error in Services Australia’s
calculations, which meant a small number of dollar impact administrative errors were inadvertently
excluded.®’

Table 3.11: ANAO verification of payment correctness results?, 2018-19 to 2021-22

Target for performance measure 295% 295% 295% 295%
Services Australia reported result 98.3% 98.5% 98.7% 98.9%
ANAO recalculated result 98.3% 98.5% 98.6% 98.9%
Difference 0.0% 0.0% -0.1% 0.0%
4 4 m 4
Key: @ ANAO recalculation matched reported result m ANAO recalculation did not match reported result

Note a: Results in this table are unweighted.

Source: ANAO analysis of DSS and Services Australia data using business rules provided.

3.103 A July 2019 internal audit (conducted by EY Australia) identified that administrative errors
falling outside the top four errors (recorded in response to PARP questions 14 to 78) were not being
captured and included in payment correctness calculations. The audit included a recommendation
that Services Australia develop, document and implement a process to address this. Services
Australia closure documentation for this recommendation indicates the PARP question set was
updated from trimester two 2019-20 to capture this data. The ANAQ’s verification testing shows
Services Australia failed to subsequently include the data in its payment correctness calculations up
to and including 2021-22. Due to the small number of errors involved, as shown in Table 3.11, this
omission had a minimal impact on reported payment correctness results.

Is performance information used to drive continuous improvement in
payment accuracy?

In 2021 the department and Services Australia started using payment accuracy performance
information to identify improvement opportunities and monitor the impact of initiatives.
Various high-level strategies have been developed, but there is limited evidence of outcomes
being achieved. Data quality issues with Payment Accuracy Review Program data limit the
ability to drill deeper into payment inaccuracy causes, which means Services Australia may not
be effectively targeting its payment accuracy improvement initiatives.

Services Australia’s payment accuracy journey

3.104 The payment accuracy result fell below the bilateral KPM target of 95 per cent for the first
time in 2018-19. In its 2018-19 Annual Assurance Statement, Services Australia noted that it had

87 The excluded administrative errors were recorded in questions 79 and 80 of the PARP question set and fell
outside the first four errors (for which detailed data is recorded in questions 14 to 78). Five errors were
inadvertently excluded: one in 2019-20; three in 2020-21 and one in 2021-22. In 2019-20 and 2021-22 the
exclusion of these errors did not change the result when reported to one decimal place.
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developed an Integrity Strategy to ‘improve payment accuracy through evidence-based approaches

to policy’.®®

3.105 The Integrity Strategy, which was endorsed by Services Australia’s Executive Committee in
September 2019, identified that the entity had: a high reliance on detective measures, limited
information flows, an absence of shared ownership of payment integrity, misaligned resources,
obscure compliance requirements, and inconsistent communication. To address these issues, it
outlined a work program covering:

° a series of ‘deep dives’ into the Age Pension, DSP, Parenting Payment Single, Carer
Payment and Newstart Allowance?®;

° addressing deficiencies in information systems to support better data use; and

° identifying and disseminating better practice approaches.

3.106 Services Australia completed a deep dive into the Age Pension in November 2019, producing
a detailed report identifying 35 opportunities for enhancing payment accuracy, including 11 ‘high
yield opportunities for priority implementation’.®® It commenced deep dives into the DSP and
Parenting Payment Single, but this work was ‘indefinitely paused’ in early April 2020 due to the
COVID-19 pandemic response.®?

3.107 In 2020-21 the overall payment accuracy result again fell below the 95 per cent target,
prompting the Secretary of the department to write to the Services Australia Chief Executive
Officer (CEO) in April 2021 requesting detailed analysis of factors driving inaccuracy and a
remediation plan (see paragraph 2.22). In April 2021 Services Australia’s Executive Committee
approved an Integrity Strategy Refresh, outlining activities for 2021 and 2022 to:

improve payment accuracy by embedding integrity into upfront design [with a] focus on smart
systems, enhanced data-sharing, and modernised procedures and communications embedded at
key points throughout the customer journey.

3.108 Also in April 2021, Services Australia undertook a deep dive on payment accuracy,
generating a ‘high level roadmap’ of proposed activities between April 2021 and December 2022
to improve payment accuracy. Based on the deep dive findings, Services Australia developed a
Payment Accuracy Action Plan, which was endorsed by its Enterprise Business and Risk
Committee in July 2021. No evidence was found that Services Australia provided the Payment
Accuracy Action Plan to the department at this time. In September 2021 the Services Australia
CEO established a new Payment Accuracy Division to ‘drive improvements to payment accuracy
in response to 2020-21 [PARP] results’.?

88 DHS, ‘Annual Assurance Statement to the Department of Social Services 2018-19’, August 2019, p. 14.

89 Services Australia used the term ‘deep dive’ to describe a short project investigating a particular topic, which
often involves standing up a ‘multi-disciplinary team’ (or taskforce) and workshops with staff from across the
entity. Key outputs of these deep dives are PowerPoint slide deck reports outlining analysis and findings.

90 The Age Pension deep dive found the key drivers of Age Pension inaccuracy were: complex requirements for
part-pension recipients; and increasingly sophisticated and complex asset mixes.

91 Adraft report on the DSP deep dive was produced before it was paused, which identified payment inaccuracy
drivers such as: communication issues with recipients and nominees; Services Australia not prioritising
processing of recipient updates to circumstances; system complexities; and insufficient staff training. The
deep dives on Carer Payment and Newstart Allowance were not commenced.

92 Atan August 2021 Executive Board meeting there had been discussion of ‘a shift in focus towards payment
accuracy, with a view to improving the customer experience by avoiding debt where possible’.
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3.109 In October 2021 an Integrity Transformation Roadmap was presented to Services Australia’s
Executive Committee, outlining proposed actions to achieve the goals of the April 2021 Integrity
Strategy Refresh. The Executive Committee agreed to the actions in the roadmap, but requested
that it be combined with the Payment Accuracy Action Plan to form a single Payment Accuracy
Roadmap. The combined roadmap was finalised in November 2021 and endorsed by the Customer
Sub-Group (a sub-committee of the Enterprise Business and Risk Committee). From late 2021 the
Payment Accuracy Roadmap functioned as an organising concept for a range of short-term (up to
two-year) initiatives Services Australia was implementing to address payment accuracy, with the
specific initiatives that fell under the roadmap shifting over time. Activities falling under the
roadmap were communicated to BMC in December 2021 and a presentation on the roadmap was
provided to the department in May 2022.

3.110 In June 2022 Services Australia developed an Improving Payment Accuracy Charter,
subsuming the earlier Payment Accuracy Roadmap, which outlined a longer-term vision for
payment accuracy improvements (see Table 3.12). Reporting on the charter to the Services Australia
CEO in October 2022 noted that the entity’s current approach lacked fairness and relied on recipient
self-disclosure, and described a ‘future state’ vision involving large-scale use of third-party data,
prefilling of recipient forms, near real-time adjustment of payments, and minimal ‘touch points’ for
recipients. Reporting to Services Australia’s audit committee in December 2022 noted that the
charter would be registered as a program under the entity’s Portfolio Programme and Project
Framework, with key activities under the charter required to develop a range of plans covering risks,
benefits, data management, stakeholder engagement and communications. As of June 2023
Services Australia had not completed any of the required program planning documentation for the
charter.

Table 3.12: Improving Payment Accuracy Charter key activities

Self-employment Measures to reduce accuracy risks from self-employment and partner self-
options employment income, including communication and educational campaigns,
enhancements to online updates, and exploring future data exchange
opportunities

Proactive Services Australia staff will proactively ask recipients about changes to their
circumstances circumstances following an incoming contact, focusing on areas of highest
discussions payment inaccuracy

Large scale Large scale communication on key topics that target payment inaccuracy risk,
communication including how to report employment income correctly

Simplified evidence Simplifying evidence requirements to enable faster processing when recipients
requirements update their circumstances

STP expansion Ongoing implementation of Phase 2 STP Program, utilising Australian Taxation
Office data for use cases to improve recipient experience and accuracy of
reporting, including pre-filling income and employment information that
recipients are required to accept or amend

Policy simplification Progressing policy and legislative simplification opportunities with DSS to make
things simpler for recipients and staff
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Key activities Description

‘Manage My Introduction of a ‘Manage my Payment’ functionality to improve user experience
Payment’ for the recipient when managing their payments, including improving their
functionality visibility and access of information held on their recipient record

Source: ANAO analysis of Services Australia documentation.

Use of performance information to drive continuous improvement
Services Australia’s use of data analysis

3.111 Services Australia engaged KPMG Australia in 2021 and 2022 to analyse PARP data and
provide insights on improving payment accuracy. KPMG undertook statistical modelling, combining
PARP with other administrative data, to identify inaccuracy risk factors for various welfare payments
(Age Pension, DSP, Austudy, Youth Allowance, Carer Payment, Parenting Payment and JobSeeker
Payment).”® The key insight identified through this analysis was that recipients receiving partial
rates of the relevant payment (rather than the maximum amount) were more likely to receive
inaccurate payments (which was found to be a statistically significant factor for most payments).
Payment-specific insights included identifying that the following cohorts were more likely to have
inaccurate payments:

° Age Pension recipients who were single;

. DSP recipients living in the Australian Capital Territory;

. Austudy recipients who were non-fulltime students;

° Youth Allowance recipients who were non-fulltime students and/or dependents;

° Carer Payment recipients who were caring for only one person; and

. Parenting Payment Partnered recipients who were male or whose partner was not

receiving income support.

3.112 Based on its findings, KPMG recommended that Services Australia:

° prioritise its payment accuracy remediation activities towards statistically significant
factors with greater potential for payment inaccuracy reduction;

o monitor and measure remediation effectiveness by applying benchmarks and capturing
data to measure the impact of interventions; and

° invest in building enduring in-house analytical capability.

3.113 Services Australia has not explicitly responded to these recommendations. Further, Services
Australia’s 2022-23 payment accuracy risk management plans (discussed at paragraphs 2.44 to
2.46), which were developed after the KPMG analysis was completed, did not include reference to
any of the statistically significant risk factors identified by KPMG.

3.114 For initiatives being implemented through the Payment Accuracy Roadmap and Improving
Payment Accuracy Charter, Services Australia has been undertaking ‘discovery’ analysis and
research and running ‘proof-of-concept’ trials. This has included analysing PARP data, sometimes
supplemented with other administrative data, to identify potential improvement actions. Services

93 KPMG used multivariate regression modelling to model the relationship between recipients’ demographic
attributes and recent changes in the welfare policy environment (including the COVID-19 response) on
payment accuracy outcomes as measured through the PARP.
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Australia has noted in internal reporting that availability of reliable data to baseline and measure
effectiveness of its proof-of-concept trials has been a challenge, as:

Significant fluctuations in customer populations over the last two years, and the turning off of
several processes in response to natural disasters and the pandemic has meant that comparisons
with previous years may not tell an accurate picture.

Assessment of Single Touch Payroll impacts

3.115 As discussed in paragraph 2.22, in November 2022 the Secretary of the department wrote
to the Services Australia CEO requesting greater assurance on the role of STP in improving payment
accuracy. Subsequently, Services Australia has provided data to enable the department to assess
the impact of STP on payment accuracy outcomes, including:

° using administrative data to assess the impact on recipient reporting behaviour of STP
automatically prefilling online forms with reported earned income; and

. increasing the number of recipients with STP prefilling in the 2022—-23 PARP sample to test
the efficacy of STP in reducing payment inaccuracy.

3.116 As of June 2023 due to the time lag in potential benefits from STP being realised, the
department’s analysis of available data had not produced clear evidence that STP was driving
improvements in payment accuracy results.%* Separate Services Australia analysis noted that, after
the introduction of STP prefilled data, there was a 64 per cent increase in monthly average
cancellations rates due to recipients failing to report fortnightly earnings (from 0.28 per cent over
the period of July 2019 to February 2020 to 0.46 per cent in 2021-22).

Scope for greater use of data analysis

3.117 While the department and Services Australia have been using data to design and evaluate
payment accuracy initiatives, limitations of the PARP methodology (discussed in paragraphs 3.23 to
3.32) and PARP data quality issues (discussed in paragraphs 3.52 to 3.54) constrain the entities’
ability to drill into deeper payment inaccuracy causes. Many of the initiatives being implemented
by Services Australia appear to be based on the assumption that helping welfare recipients to ‘get
it right’ by correctly reporting changes in their circumstances will drive improvements in payment
accuracy. Services Australia stated in its 2022 incoming government brief to the Minister for
Government Services that ‘most non-compliance is inadvertent’. However, as the PARP does not
differentiate between recipient fraud, opportunistic non-compliance and inadvertent non-
compliance, the evidence base for this statement is limited. Consequently, it is possible that Services
Australia may not be effectively targeting the root causes of payment inaccuracy through its
Improving Payment Accuracy Charter activities.

Opportunity for improvement

3.118 After methodological and data quality issues with the Payment Accuracy Review Program
have been resolved, the Department of Social Services and Services Australia could make greater
use of data analysis in driving improvements in payment accuracy.

94 Additional STP reviews were included in the PARP for trimester three 2022-23, so results will not be known
until August 2023.
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4. Payment timeliness

Areas examined

This chapter examines whether the Department of Social Services (the department or DSS) and
Services Australia have established effective processes for monitoring, reporting and
continuously improving welfare payment timeliness.

Conclusion

The department’s and Services Australia’s processes for monitoring, reporting and continuously
improving payment timeliness are partly effective. The methodology for measuring welfare claim
processing timeliness is not robust. Recent changes to bilateral performance measures have not
been based on sound rationales. Claim processing timeliness reporting has been partly reliable
and verifiable, but a 2020 methodological change introduced bias. The timeliness of Services
Australia’s claim processing has largely been driven by resourcing decisions.

Areas for improvement

The ANAO made four recommendations aimed at ensuring bilateral timeliness performance
measures are robust and do not create unintended incentives to prioritise certain types of claims,
and reporting is verifiable and free from bias.

41 Commonwealth entities must develop performance measures for their corporate plans that
use reliable and verifiable sources of information and methodologies and provide an unbiased basis
for the measurement and assessment of their performance.®® This chapter examines whether the
department and Services Australia®® have a robust methodology for monitoring payment
timeliness, and whether reporting on payment timeliness has been reliable, verifiable, and free
from bias. Since effective analysis of performance information can help to identify deficiencies in
current processes and drive a culture of continuous improvement, this chapter also examines
whether the department and Services Australia are using performance information effectively to
continuously improve payment timeliness.

Has a robust methodology been established for monitoring payment
timeliness?

The current methodology for monitoring payment timeliness is not robust. The department and
Services Australia have engaged in a protracted review process since 2017 but changes to
bilateral timeliness performance measures made through this process have largely not been
based on robust rationales. In addition, the entities have not adequately considered the
business rules for calculating claim processing timeliness at a bilateral level.

95 Public Governance, Performance and Accountability Rule 2014, section 16EA.

96 Services Australia was established as an executive agency within the social services portfolio in February 2020.
Predecessor entities to Services Australia with responsibility for delivering welfare payments (as service
providers to the entities responsible for these payments) were: Centrelink from July 1997 to June 2011; and
the Department of Human Services (DHS) from July 2011 to January 2020.
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Claims processing timeliness methodology

4.2 The department and Services Australia revised their existing bilateral key performance
measures (KPMs) in 2014 when the Bilateral Management Arrangement (BMA) was established,
which included documenting assessment rules. For welfare payment timeliness the assessment
rules were:

All customers are connected to an income support payment in accordance with policy
requirements and standards. [...]

Customer is any individual enquiring and claiming a payment under the Social Security Act 1991,
ABSTUDY Policy Manual or Family Assistance Act 1991.

Connection is the time period from when a customer enquires about entitlement to registration
of their income support payment.

4.3 The relevant ‘standards’ referenced in the assessment rules are KPM benchmark targets and
timeframes agreed between the department and Services Australia (for example, for Age Pension
the KPM benchmark target is 80 per cent of claims processed within a timeframe of 49 days).
Current payment timeliness KPMs are outlined in Table A.3 at Appendix 5.

4.4 The methodology for calculating claim processing timeliness is outlined in Box 3.

Box 3: Methodology for calculating claim processing timeliness

Services Australia’s business rules for calculating claim processing timeliness KPM results since
2014-15 indicate the most commonly used methodology has been to:

° extract claim processing data from its welfare payment processing systems into a
consolidated dataset;

° for all completed ‘new claims’ with a status of ‘granted’ or ‘rejected’, calculate the
number of calendar days between ‘claim receipt’ and the grant or reject decision; and

° calculate the percentage of claims with a ‘claim age’ that meets the relevant KPM
timeframe standard within the assessment period (for example, quarter or financial
year).

In 2020 Services Australia introduced a ‘KPI [Key Performance Measure] start date’ field, which
it has used since 2020-21 instead of the claim receipt date for calculating timeliness results.
The KPI start date represents the date when Services Australia can ‘first start processing the
claim’. In most cases this is the date a completed claim with all required information and
evidence is received by Services Australia, but for some claims it is the date the claim is
reopened for processing following an appeal or the provision of additional information (this
methodology change is discussed at paragraphs 4.6 to 4.10). In contrast to the assessment rules
agreed in 2014 (see paragraph 4.2), the methodology is not based on the date a claimant first
enquires about an entitlement.

At various times since 2014-15 calculations for certain payments have also included ‘abridged
claims’®, which has meant KPM results are not comparable from one period to the next (these
changes are discussed at paragraphs 4.35 to 4.36).

Note a: Most welfare payments have abridged reclaim procedures if a person loses qualification and reapplies for a
payment within 13 weeks of cancellation. Job seekers returning to JobSeeker Payment and Youth Allowance
have abridged reclaim procedures extended to 52 weeks.
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Claims reopened on review or appeal

4.5 A July 2019 internal audit by Protiviti of Services Australia’s aggregate payment timeliness
performance measure identified that claims reopened due to reviews or appeals were being
backdated to the original claim receipt date, meaning they generally exceeded KPM timeframes
upon reopening. The audit included a recommendation to address the issue, which was agreed by
management for implementation by 31 October 2019.

4.6 A brief to the responsible Services Australia Deputy Chief Executive Officer (CEO) in July 2020
noted:

During 2018-19, approximately 24% of claims were rejected, and almost half of these were then
reopened either on appeal, or through the provision of additional evidence in support of the claim
within 13 weeks.

4.7 The brief proposed a methodology change to implement a new ‘KPI start date’ field
(discussed in Box 3 above), claiming it: ‘better represents when we can first start processing the
claim and more accurately measure[s] timeliness’. In relation to reopened claims, the relevant date
is the date the claim is reopened not the original claim receipt date.

4.8 Other points raised in the brief included that:

o some reopened claims had previously been classified as ‘abridged claims’, which Services
Australia excluded from its performance measure calculations, but the department
included in bilateral KPM calculations, resulting in ‘confusion and inconsistency’; and

. introducing the new method would allow Services Australia to include ‘abridged claims’ in
its timeliness calculations and was likely to provide a performance increase of around
six per cent against the corporate plan performance measure.

4.9 The brief noted that it would be important to ‘manage any perceptions this is designed to
ensure a better claims timeliness result’. To this end, Services Australia provided a copy of the brief
to the responsible Deputy Secretary within the department in July 2020, seeking advice on whether
the department had any concerns with the proposed change. The department discussed the
proposed change internally, with feedback from areas responsible for welfare payment policy
noting:

it may be appropriate to consider the timeliness benchmarks and whether the number days should
be reduced (depends on whether the current benchmarks have been set to accommodate the
additional time for backdating reopened claims).

we are concerned that the proposed change would also exclude periods of delay which are within
the control of Services Australia. For example, the period from the original claim date to the date
the person is notified of the claim’s initial rejection, and the period of time taken [...] to process
an internal review. We suggest that there is more information needed and proper process to
follow before agreeing on a specific change. We consider it would be appropriate for [Services
Australia] to bring forward a proposal to the BMA Governance meetings for agreement.

4,10 No evidence was found that the department raised these or any other concerns about the
proposal with Services Australia or responded to the request for advice. The methodology change
was agreed by the Services Australia Deputy CEO in July 2020 and implemented for the 2020-21
financial year. The change was not directly considered and agreed by bilateral governance bodies.
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The implications of this decision for the reliability of reporting on timeliness are discussed at
paragraphs 4.35 to 4.40.

Bilateral reviews of payment timeliness KPMs

4.11 Discussion at bilateral governance body meetings of the need to review bilateral KPMs,
particularly for claim processing timeliness, began in late 2017. In April 2018 the Bilateral
Management Committee (BMC) agreed to commence an independent review of bilateral KPMs
after welfare payment infrastructure transformation upgrades had been rolled out or in 12 to
18 months, ‘whichever is earlier’. The BMC chair (a Deputy Secretary within the department)
clarified in July 2018:

this does not mean no work on the KPM review is required before the independent review ...
especially in the context of the ANAO follow-up audit on [Disability Support Pension (DSP)], which
is likely to make recommendations relevant to the KPM review.

4.12 In November 2018 Auditor-General Report No.13 of 2018-19 Disability Support Pension —
Follow-on Audit found the timeliness KPM for the DSP was biased as it excluded claims with
processing times over 84 days. The audit included a recommendation, agreed by the department
and agreed with qualifications by Services Australia, that the entities review and revise external and
bilateral KPMs for the DSP.%’

413 The department and Services Australia commenced discussions on KPM review principles
and terms of reference for the proposed independent KPM review in late 2018 and early 2019.
Comments on iterations of these documents indicate there was disagreement between the
department and Services Australia senior executives about the importance of claim processing
timeliness KPMs for the bilateral arrangement. Minutes of an October 2019 Strategic Business
Discussion (SBD) meeting, where the KPM review process was discussed, noted:

With regard to [Services Australia’s] proposal of moving KPMs to focus on outcomes and removing
claims processing timeliness as a KPM in the Principles paper, DSS indicated that both timeliness
and accuracy are fundamental for achieving policy outcomes.

414 Discussion between the department and Services Australia regarding bilateral KPM review
principles recommenced in June 2020. On 3 November 2020 BMC agreed in principle to draft KPM
review principles and to progress KPM reviews for three priority programs (DSP, Carer Payment/
Allowance and Debt Management). Over the next year (from November 2020 to December 2021),
BMC and/or SBD considered timeliness KPMs for nine welfare payments, agreeing changes for
seven payments (see Table 4.1). These bilateral KPM decisions:

° standardised KPM benchmarks at 80 per cent (where changes were agreed);

° addressed bias for three timeliness KPMs that had excluded claims over 84 days;
. made KPMs timeframes longer for four payments;

° made KPMs timeframes shorter for two payments; and

° left KPM timeframes the same for three payments.

415 The independent review of KPMs, which BMC agreed to in April 2018, was not progressed.

97 Auditor-General Report No.13 2018-19 Disability Support Pension — Follow-on Audit, pp. 51-55 and 60-61.
Services Australia stated in its response that it did not have an external performance measure for the DSP.

Auditor-General Report No.4 2023-24
Accuracy and Timeliness of Welfare Payments

86



Table 4.1:

Payment

Decision
maker

Previous KPM

Bilateral decision-making on timeliness KPMs
Proposed KPM

Timeframe
change?

Decision date

Agreed?

Start date

Robust
rationale?

Crisis Payment SBD 90% in 2 days 82% in 2 days X 4/11/2020 - N/A Q
DSP BMC 70% in 49 days; 80% in 84 days v 19/03/2021 T 1/07/2021 O
claims over 84 days
excluded
Carer Payment BMC 80% in 49 days; 80% in 49 days v 30/06/2021 — 1/07/2021 0
(out of claims over 84 days
session) excluded
Carer Allowance BMC 85% in 49 days; 80% in 49 days v 30/06/2021 - 1/07/2021 0
(out of claims over 84 days
session) excluded
Age Pension SBD 80% in 49 days 80% in 49 days v 14/09/2021 - N/A Q
(no change)
Family Tax Benefit | BMC 70% in 33 days 80% in 33 days v 17/12/2021 - 1/01/2022 Q
80% in 31 days v 17/12/2021 l 1/07/2022 Q
Stillborn Baby BMC 80% in 21 days 80% in 14 days v 17/12/2021 l 1/01/2022 Q
Payment
Paid Parental BMC 85% in 21 days 80% in 21 days v 17/12/2021 - 1/01/2022 Q
Leave
Dad and Partner BMC 85% in 21 days 80% in 21 days v 17/12/2021 - 1/01/2022 Q
Pay
Key: 4 yes %X no Tlonger — nochange 1 shorter ® robust @ largely robust @ partly robust @ largely not robust O not robust

Source: ANAO analysis of DSS and Services Australia documentation.



Robustness of rationales for KPM changes

4.16 Table 4.1 includes the ANAQ’s assessment of the robustness of the rationales for changes
to bilateral timeliness KPMs presented to the decision-making bodies. Robustness was assessed
based on whether the rationale included consideration of:

. claim processing stages and reasonable timeframes for each stage;

° claim pathways (such as automated or manual claims, or simple or complex claims);
° claimants’ needs for timely support;

° Services Australia’s past performance and claim processing capacity; and

. business rules for calculating KPM results.

4.17 Alargely robust rationale was provided to BMC to support the decision to change the Carer
Payment and Carer Allowance timeliness KPMs in June 2021. The business case outlined claim
processing stages for each payment and indicative timeframes for each stage.®® While the sum of
timeframes for processing stages was 59 days for Carer Payment and 52 days for Carer Allowance,
49 days was assessed to be an achievable KPM timeframe based on previous KPM results and
because stages were ‘not strictly sequential’. The paper provided to BMC noted Services Australia’s
change to its business rules for calculating claim timeliness, but did not explicitly consider the rules
that should apply in calculating KPM results. There was also no explicit consideration of claimants’
needs for timely receipt of payments or notification of the rejection of claims so they may consider
alternative financial supports.

4,18 A partly robust rationale was provided for the DSP timeliness KPM change. The business
case provided to BMC included consideration of claimants’ needs, noting that DSP claimants have
the ‘option to claim an interim income support payment while their claim is assessed’. The business
case also included a breakdown of five stages involved in processing DSP claims, with indicative
timeframes for each stage.?® The rationale for the 84-day timeframe noted that:

° 54 per cent of claims are referred for a comprehensive job capacity assessment by a
Services Australia assessor, estimated to take 21 days; and

° 29 per cent of claims are referred for a disability medical assessment by a government-
contracted doctor, estimated to take 30 days.

419 The business case did not include consideration of creating separate KPMs for routine and
complex DSP claims. Instead, the timeframe of 84 days was determined based on completing all
five stages, despite only 29 per cent of claims following that pathway.

4.20 For other payments, recommendations were largely based on analysis of the number of
days it took Services Australia to process 80 per cent of claims over recent years. KPM timeframes
were agreed at levels that were generally achievable, with the analysis showing Services Australia

98 For Carer Payment, the stages were: initial assessment (14 days); request for medical reports and additional
evidence (22 days); care load validation and earnings assessment (14 days); and final assessment (9 days). For
Carer Allowance, the stages were: initial assessment (14 days); request for medical reports and additional
evidence (22 days); care load validation and earnings assessment (7 days); and final assessment (9 days). For
both payments, an additional stage — referral to a social worker or other specialist assessor (10 days) — was
listed but not included in the timeframe allocation, as it only applied for 1.2 to 1.8 per cent of claims.

99 For DSP, the stages were: initial assessment (14 days); job capacity assessment (21 days); further assessment
(10 days); disability medical assessment (30 days); and final assessment (9 days).
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usually processed 80 per cent of claims in fewer days than the KPM. For example, analysis for the
Age Pension timeliness KPM showed Services Australia had processed 80 per cent of claims in 49
days or less for 17 out of the last 19 quarters (see Figure 4.1). The rationale for the 49-day timeframe
noted:

while ongoing service delivery reform has resulted in improvements to timeliness over recent
years (with the temporary workforce surge for claims processing due to COVID-19 further
improving timeliness), this will be offset by demographic change to the Age Pension claim
population who increasingly have more complex financial circumstances (income and assets) to
report and assess as part of their claim.

Figure 4.1: Number of days to process 80 per cent of Age Pension claims, by quarter,
2016-17 to 2020-21
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Source: DSS and Services Australia analysis presented to SBD on 16 August 2021.
4.21 The department advised the ANAO that:
° operational planning was a key factor in Services Australia’s claim processing timeliness,
rather than business processes; and
o the department was frustrated with its level of visibility of Services Australia’s resource

allocation decisions, particularly as they relate to welfare payments.

4.22 The department’s observation about operational planning being a key factor in payment
timeliness is supported by internal analysis undertaken by Services Australia. A brief to the Services
Australia accountable authority in December 2018 noted that online claiming ‘ensures collection of
all necessary information upon claim submission’, which means the need to seek additional
information is greatly reduced for payments that do not require additional assessment stages.
Consequently, claim processing timeframes for payments such as Family Tax Benefit, JobSeeker
Payment and Parenting Payment are largely a function of how long it takes Services Australia to
allocate the claim to an officer who has capacity to process it.1®

100 Services Australia’s processes for allocating and prioritising welfare payment claims are discussed at
paragraphs 4.61 to 4.64.
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4.23 Asshown in Table 4.1, timeliness KPMs for nine welfare payments were considered by SBD
or BMC in 2020 and 2021. As of June 2023, timeliness KPMs for 12 additional working age and
student payments had not been considered by BMC or SBD. While initial planning work on revising
these KPMs began in late 2021, the department requested that negotiations be put on hold in May
2022 due to competing priorities. Services Australia continued working on the KPM review project
internally and provided a proposal to the department for revising 11 of the 12 remaining KPMs in
March 2023. In April 2023 the department responded requesting additional analysis to support the
proposed changes and noting 8 of the 11 proposed KPMs involved extending existing timeframes.
The department also requested information on potential levers available to Services Australia to
improve timeliness performance (such as shifting resources or cross-training staff).

Recommendation no. 11

4.24 Department of Social Services, in consultation with Services Australia, revise existing
bilateral key performance measures for claim processing timeliness based on consideration of:
(a) claim processing stages and reasonable timeframes for each stage;

(b) claimants’ needs for timely support;

(c) Services Australia’s claim processing capacity;

(d) where payments involve different processing pathways (such as manual and automatic
processing), the potential need for separate measures for each pathway;

(e) the potential need for separate measures for different work items (such as new claims,
claims reopened on appeal, and non-claim work items); and

(f) business rules that should be applied in calculating results.
Department of Social Services response: Agreed.

4.25 The department has commenced work to review timeliness key performance measures
and is working with Services Australia on business rules for claim processing timeliness.

Services Australia comment:

4.26 In May 2023, the Services Australia wrote to the DSS to advise that it had adapted its
approach to the Working Age and Student Payment KPM review, and that this revised approach
had been developed in alignment/consideration of the initial draft audit findings available to the
Agency.

4.27 The revised approach, initiated by the Agency, captures 5 of the 6 considerations
contained within Recommendation 11.

4.28 The work undertaken to date to progress the review (since 2022) has largely been led by
Services Australia.
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Has reporting of payment timeliness results been reliable, free from
bias, and verifiable?

Reporting of payment timeliness results has been biased and partly reliable and verifiable. A
2020 methodology change provided a significant increase in Services Australia’s timeliness
results that was not reflective of improved performance, introducing bias to its reporting. This
change also reduced the reliability of the methodology. The ANAO was only able to replicate
72.6 per cent of reported bilateral timeliness results from 2018-19 to 2021-22 using the
entities’ documented business rules.

4.29  Prior to 2020-21 the department used administrative data from Services Australia’s welfare
payment processing system to report against welfare payment timeliness KPMs to bilateral
governance bodies through the quarterly performance assurance report. Since 2020-21 Services
Australia has used the same data to prepare quarterly bilateral timeliness KPM reporting. Reported
guarterly payment timeliness results for 2018-19 to 2021-22 are reproduced at Appendix 5.

4.30 In addition, Services Australia has reported against an aggregate payment timeliness
performance measure in its annual performance statements — ‘Achievement of processing service
level standards: claims processed within standard’.’°? In 2021-22 Services Australia introduced a
weighted composite ‘work processed within timeliness standards’ strategic performance measure,
combining welfare payment timeliness with timeliness measures for Medicare, child support and
emergency payments to produce a single entity-wide result. Services Australia’s reported welfare
payment timeliness results since 2015-16 are reproduced in Figure 1.4 above.

431 The ANAO assessed whether the department’s and Services Australia’s reporting of
payment timeliness results was reliable, free from bias, verifiable over the period of 2018-19 to
2021-22. Table 4.2 outlines the assessment criteria applied and the ANAQ’s overall assessments
against these criteria.

Table 4.2: ANAO assessment of payment timeliness reporting

Assessment Description

Reliable O Data sources were appropriate but the methodology was not robust
Free from bias O Broad evidence of bias in measurement and assessment of results
Verifiable O Results were partly verifiable by reperforming calculations

Key: o fully met @ largely met @ partly met & largely not met © not met

Reliability

Coverage of welfare payments

4.32 While the department and Services Australia have used appropriate data sources to
calculate payment timeliness reporting, reporting does not cover all of the department’s welfare

101 Services Australia uses the term ‘service level standards’ in its annual report to refer to bilateral KPM
benchmark targets and timeframes.
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payments. The department and Services Australia have bilateral timeliness KPMs for 22 of the 32
welfare payments listed in Appendix 3.102

4.33  Services Australia included a note in its 2022-23 annual performance statements in relation
to its ‘work processed within timeliness standards’ strategic performance measure:

The scope of this performance measure is limited to work types with an agreed timeliness
standard. Any work types without an agreed timeliness standard are excluded from the scope of
this performance measure. As new timeliness standards are agreed with partner agencies, the
measure will be updated to incorporate these new work types.1®

4.34 There is no clear rationale as to why some welfare payments do not have a timeliness
standard. Accordingly, the department and Services Australia should develop additional timeliness
KPMs for any welfare payments that are currently excluded.

Distinguishing between categories of claim processing actions

4.35 The original intent of bilateral payment timeliness KPMs was to measure the time that
Services Australia takes to process welfare payment claims from the date of a claimant enquiring
about a payment (later changed to date of receipt of a completed claim) to the date of a decision
to grant or reject a claim. Services Australia’s introduction of the ‘KPI start date’ field from 2020
(discussed in Box 3 and at paragraphs 4.6 to 4.10 above) has meant timeliness KPMs are now
measuring three different categories of claim processing actions:

° processing of new claims from claim receipt to initial grant or rejection decision;
° processing of claims reopened following a review or appeal process; and
o processing of abridged claims (where recipients reapply for an income support payment

within 13 weeks of losing qualification or within 52 weeks for job seekers returning to
JobSeeker Payment or Youth Allowance).

4.36 Inclusion of these claim actions in KPM calculations means timeliness KPMs are not
measuring comparable processes. Different KPMs could be developed for different categories of
processing actions based on the business processes involved. Analysis of the distribution of claim
processing timeframes in 2020-21 and 2021-22 (see Figure 4.2) shows most claims with KPI start
dates that differed from their claim receipt dates (suggesting they were reopened for processing)
were processed in zero days (that is, on the same day they were reopened).1®* However, KPM
timeframes for most welfare payments range from 14 days to 84 days (with the exception of Crisis
Payment, which has a KPM timeframe of 2 days). This demonstrates that processing of reopened
claims could have a shorter KPM timeframe.

102 Significant payments not covered include: Carer Supplement (5609 million in 2021-22); Child Disability
Assistance Payment ($191 million in 2021-22); and Energy Supplement for Commonwealth Seniors Health
Card holders (5187 million in 2021-22).

103 Services Australia, Annual Report 2021-22, Commonwealth of Australia, 2022, p. 36.
104 Automated processing is another reason for zero-day clam processing timeframes (see paragraph 4.58).
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Figure 4.2: Distribution of claim processing timeframes by days taken to process,
2020-21 and 2021-22 (excluding Crisis Payment)
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Source: ANAO analysis of Services Australia data.
Compatrability of results across periods

4.37 When entities make changes to their performance measurement methodologies, it is good
practice to include a note that details the start date for the revised methodology, the changes that
occurred and the rationale.1% Services Australia included such a note in its 2015-16 Annual Report
for its welfare payment timeliness performance measure, noting a ‘revised calculation method was
adopted for 2015-16, therefore the result is not comparable to earlier years’.1%®

4.38 No note was included in Services Australia’s 2020-21 Annual Performance Statements in
relation to the introduction of the KPI start date methodology change, despite the increase in its
reported result that was due to this methodology change and thus not reflective of any improved
performance (the implications of this for reporting bias are discussed at paragraph 4.39 and 4.40).
Instead, Services Australia stated that its 2020-21 result of 91.4 per cent was ‘the agency’s best
result since reporting on this measure commenced in 2012-13’ (making an explicit comparison
between results that are not comparable).X%” Similarly, reporting on timeliness KPM results to
bilateral governance bodies and the Secretary of the department did not acknowledge the
methodology change and its implications for comparability of results.

105 Department of Finance, Developing performance information, Resource Management Guide No. 131, May
2020, p. 36.

106 DHS, 2015-16 Annual Report, Commonwealth of Australia, 2016, p. 18.
107 Services Australia, 2020-21 Annual Report, Commonwealth of Australia, 2021, p. 104.
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Freedom from bias
Bias in reporting timeliness results

4.39 As noted in paragraph 4.38, the introduction of the KPI start date methodology change in
2020 provided an increase to Services Australia’s aggregate welfare payment timeliness results. The
methodology change was first introduced for the JobSeeker Payment in late 2019-20, then applied
to all payments from 2020-21. As shown in Table 4.3, the impact of this change increased from a
1.1 percentage point increase in 2019-20to a 5.1 percentage point increase in 2021-22, compared
with Services Australia’s previous business rules (which had excluded abridged claims).

Table 4.3: Impact of ‘KPI start date’ methodology change on Services Australia’s
reported results for ‘Achievement of processing service level standards:
claims processed within standard’, 2019-20 to 2021-22

2019-20 2020-21 2021-22
% % %

Target for performance measure 282 282 =282
Services Australia’s reported result 79.8 914 82.0
Recalculated result without KPI start date 78.7 88.1 76.9
Difference -11 -3.3 -5.1
| | |

Key: @ ANAO recalculation matched reported result B ANAO recalculation did not match reported result

Source: ANAO analysis of Services Australia data using amended Services Australia business rules (adjusting for
errors identified by ANAO, discussed in paragraph 4.51).

440 Implementing this change with no explanatory notes advising users of the performance
information that results were not comparable with previous years introduced bias to Services
Australia’s reporting on payment timeliness.

Recommendation no. 12
4.41 Department of Social Services, in consultation with Services Australia, ensure:

(a) bilateral timeliness key performance measures are developed for all welfare payments;

(b) business rules for claim processing timeliness key performance measures are free from
bias; and

(c) any methodology changes that impact on reported results and the rationales for the
changes are explained in reporting.

Department of Social Services response: Agreed.

4.42 The department has commenced work to review timeliness key performance measures
and is working with Services Australia on business rules for claim processing timeliness. The
department has commenced work to review timeliness key performance measures and is working
with Services Australia on business rules for claim processing timeliness.
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Incentives to prioritise processing of certain claims

4.43  Services Australia has identified that current payment timeliness KPMs create incentives to
prioritise certain welfare payment claims over other claims and non-claim work items in three
distinct ways.

4.44  Firstly, because Services Australia’s aggregate payment timeliness performance measure is
based on the total number of claims processed, it creates an incentive to prioritise meeting
timeliness KPMs for payments with higher claim volumes (such as Crisis Payment, Jobseeker
Payment and Family Tax Benefit). This was noted in the December 2018 brief to the accountable
authority discussed at paragraph 4.21.

445 Secondly, once the ‘age’ of a claim has exceeded its KPM timeframe, there is an incentive
for Services Australia to prioritise processing of newer claims that are still within their KPM
timeframes. This was noted in a February 2019 brief to the accountable authority, which stated:
‘The timeliness measure also creates a tension between the prioritisation of new and older claim
processing’. Recognising this tension, in 2018—-19 Services Australia decided to shift focus to clearing
claim arrears. Services Australia had reported identical results of 82.1 per cent for its aggregate
performance measure in 2016—17 and 2017-18 against its target of 82.0 per cent, but in 2018-19
its reported result was 68.0 per cent (a 14.1 percentage point decline). Services Australia noted in
its 2018-19 Annual Report that the reduction in performance reflected ‘the priority given to
reducing the number of claims on hand, in particular older claims’.1°8 An October 2022 internal
audit by Protiviti found prioritising performance measure results was still an issue for Services
Australia, with the report noting:

When a [claim] is not processed by the agency within the agreed [KPM], the [claim] is not explicitly
and effectively prioritised, and remains as an unprocessed work item until agency resources for
processing are available.

There is no defined and repeatable process to periodically monitor, review and report on the
status and closure of unprocessed [claims]. The review of unprocessed [claims] is ad-hoc.

4.46 Thirdly, the existence of an entity-wide performance measure for the timeliness of work
processed within service standards creates an incentive to prioritise processing of work with KPMs
over other work items that do not have KPMs (such as processing recipient change in circumstances
declarations). The October 2022 Protiviti internal audit also noted:

there are no established [KPMs] for the non-claims processed. If non claim work items remain un-
processed for an extended period of time, there is a small risk of customer hardship.

The internal audit recommended that Services Australia develop KPMs for processing non-claim
work items and establish processes for effectively monitoring unprocessed claims that have not
met their KPM timeframes. The management response noted that Services Australia was
reviewing its prioritisation methodology for non-claim work items and an internal KPM would be
developed as part of that process, with an implementation date of 30 June 2023.

108 Services Australia, 2018-19 Annual Report, Commonwealth of Australia, 2019, p. 196.
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(a)

(b)

(c)

Recommendation no. 13

4.47
bilateral key performance measures for claim processing timeliness:

Department of Social Services complete the following steps when developing or revising

conduct analysis of any potential unintended incentives for prioritising certain types of
claims that may be created by proposed key performance measures;

assess the merit and viability of developing additional key performance measures for
the timeliness of non-claim work items; and

design key performance measures to ensure claims are effectively prioritised after they
fall outside timeliness standards.

Department of Social Services response: Agreed.

4.48
bilateral key performance measures.

The department will complete the steps proposed as part of developing or revising

Verifiability

4.49

To test the verifiability of reported payment timeliness results, the ANAO:

obtained the data sources that the department and Services Australia used to calculate
quarterly payment timeliness KPM results for 2018-19 to 2021-22; and

reperformed calculations using documented methodologies to verify reported results.

Quarterly KPM results

4.50

The ANAO'’s initial verification testing for reported quarterly timeliness KPM results for

individual payments found 72.6 per cent of reported results were verifiable over the assessed
period (for detailed verification results see Table A.9 in Appendix 12).

4.51

The ANAO identified several errors in the business rules, including that:

the department did not document the exclusion of claims over 84 days in its business rules
for DSP, Carer Payment and Carer Allowance in 2018-19 and 2019-20;

the department included ‘combined claims’ for Carer Payment and Carer Allowance in
2018-19 and 2019-20%%°, and abridged claims for Austudy, Newstart Allowance, Sickness
Allowance and Special Benefit in 2019-20, but this was not noted in its business rules;

the department and Services Australia included ‘non-effective’ claims for Family Tax
Benefit and Dad and Partner Pay from 2018-19 to 2021-22, but this was not noted in their
business rules1% and

Services Australia’s business rules noted the Family Tax Benefit KPM timeframe to be
31 days in 2021-22, when it was 33 days.

109 Combined claims involve two individuals jointly lodging a welfare claim, such as a couple applying for the Age

Pension together.

110 For some family assistance claims, Services Australia can only process the claim if it is ‘effective’ (that is,

lodged in the correct form and manner and containing all required information). The department advised the
ANAO that non-effective claims are included in timeliness calculations as they are a claim outcome.
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4.52 Table 4.4 shows, after correcting for the identified errors, the ANAO was able to verify
90.6 per cent of reported timeliness KPM results (for detailed verification results see Table A.10 in
Appendix 12).

Table 4.4:

ANAO revised verification of reported quarterly timeliness KPM results,
2018-19 to 2021-22, updated to address errors in business rules identified

by ANAO
2018-19 2019-20 2020-21 2021-22 Total
No. of timeliness KPM results 92 91 84 84 351
reported
No. of results verifiable by ANAO 82 78 76 82 318

89.1% 85.7% 90.5% 97.6% 90.6%

Source: ANAO analysis of DSS and Services Australia data using amended business rules (adjusting for errors
identified by ANAO, discussed in paragraph 4.51).

Percentage of results verifiable

Annual performance measure results

4.53 The results of the ANAQ’s verification testing for Services Australia’s annual reporting
against its aggregate payment timeliness performance measure are shown in Table 4.5. After
adjusting for the errors in business rules identified in paragraph 4.51, ANAQ’s recalculated results

were close but not identical to Services Australia’s reported results in all years.
Table 4.5: ANAO verification of Services Australia’s reported results for ‘Achievement
of processing service level standards: claims processed within standard’,
2018-19 to 2021-22

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

%

Target for performance measure =282 282 282 282
Services Australia’s reported result 68.0 79.8 91.4 82.0
ANAQO’s recalculated result 67.6 78.9 91.5 81.8
Difference -0.4 -0.9 0.1 -0.2%
n n | |
Key: @ ANAO recalculation matched reported result B ANAO recalculation did not match reported result

Source: ANAO analysis of Services Australia data using amended business rules (adjusting for errors identified by
ANAQO, discussed in paragraph 4.51).
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Recommendation no. 14
4,54  Services Australia ensure that:

(a) the business rules for calculating claim processing timeliness key performance measures
are complete and accurate; and

(b) appropriate bilateral quality assurance processes are established to verify reported
claim processing timeliness results.

Services Australia response: Agreed.

4.55 In some instances the documentation of current business rules have not been kept up to
date. This was the case for Crisis Payment and Family Tax Benefit. The analysis of Crisis Payment
undertaken by the ANAO is based on the business rules provided, which had not been updated to
reflect a change in July 2022. This has resulted in their calculation of quarterly results differing
from results reported by Services Australia.

4.56 The Agency is currently working to ensure that the methodology and business rules used
for performance reporting are documented, and are a complete and accurate reflection of the
measures and processes.

Is performance information used to drive continuous improvement in
payment timeliness?

Since the late 1990s, when Centrelink was established, payment timeliness performance
measures have remained the same or become longer, in the context of changes to welfare claim
processing that should have made it easier to meet targets. Services Australia has used
performance information on claim processing timeliness primarily to manage its workforce and
prioritise work items. The department informed the ANAO it has limited levers to drive
improvements in Services Australia’s payment timeliness.

Changes in payment timeliness KPMs since the 1990s

457 KPMs for the timeliness of welfare claim processing formed part of Centrelink’s first bilateral
partnership agreements developed with purchaser entities in 1997. Table 4.6 shows a comparison
of bilateral timeliness KPMs in 1999-2000, 2014-15 and 2022-23 for fifteen welfare payments that
have continued since 1999.

° Eight of the fifteen KPMs were the same in 2021-22 as they were in 1999-2000.

° For the six KPMs that were different, the agreed changes provided longer timeframes for
Services Australia to process these welfare payment claims.

Table 4.6: Timeliness KPMs for selected welfare payments, 1999-2000, 2014-15 and

2022-23
1999-2000 2014-15 2022-23 Change
‘ABSTUDY ‘ 70% in 21 days ‘ 70% in 21 days ‘ 70% in 21 days ‘ — ‘
‘Age Pension ‘ 80% in 28 days ‘ 80% in 49 days ‘ 80% in 49 days ‘ 1
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Payment

Assistance for Isolated Children

1999-2000
70% in 21 days

2014-15
70% in 21 days

Payment timeliness

2022-23
70% in 21 days

‘ Change

Austudy

70% in 21 days

85% in 42 days

85% in 42 days

Carer Payment?

80% in 49 days

80% in 49 days,
claims over 84
days excluded

80% in 49 days

Carer Allowance?

85% in 42 days

85% in 49 days,
claims over 84
days excluded

80% in 49 days

DSP? 70% in 49 days | 70% in 49 days, | 80% in 84 days T
claims over 84
days excluded

FTB 85% in 21 days | 70% in 33 days | 80% in 31 days T

Mobility Allowance

85% in 42 days

85% in 42 days

85% in 42 days

!

Newstart Allowance /
JobSeeker Payment®

80% in 16 days

80% in 16 days

80% in 16 days

!

Parenting Payment Partnered

80% in 28 days

80% in 28 days

80% in 28 days

Parenting Payment Single

90% in 21 days

90% in 21 days

90% in 21 days

Pensioner Education Supplement

70% in 21 days

70% in 21 days

70% in 21 days

Youth Allowance (Other)

70% in 21 days

70% in 21 days

70% in 21 days

Youth Allowance (Student and
Apprentice)

70% in 21 days

80% in 42 days

80% in 42 days

-1 11

Key:
Note a:

Note b:
Source:

4.58

T longer — nochange { shorter

From 2014-15 to 2020—-21 the timeliness KPMs for Carer Payment, Carer Allowance and DSP excluded claims
over 84 days. These KPMs were changed from 1 July 2021.

JobSeeker Payment replaced Newstart Allowance from 20 March 2020.
ANAO analysis of Centrelink, DHS, DSS and Services Australia reporting.

Since 1999, changes to welfare claim processing have made bilateral timeliness KPMs easier

to achieve, but KPM timeframes have generally not decreased over the same period.

As noted in Box 3, the start date for timeliness KPMs was previously the date a claimant
first enquired about a welfare payment. The start date is now the date that a claim is
available for processing, either when Services Australia receives a fully completed claim
form or when a claim is reopened following an appeal or review.

Upgrades to the Centrelink online account claim form mean claimants need to upload files
when prompted for required documentation, otherwise they cannot lodge the claim. This
means most claims lodged online can be processed by Services Australia staff on a single
day (usually in less than an hour), without the need to request additional information.

In addition, automated processes such as ‘straight through processing’ enable claims that
meet certain eligibility criteria to be automatically processed on the date of lodgement,
allowing Services Australia staff to focus on more complex claims. Services Australia
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internal reporting indicates an increasing proportion of welfare claims are being
automatically processed, with close to 100 per cent accuracy rates for decisions.*!

4.59 Asshown in Figure 4.3, a high proportion of claims are processed in zero days, and the next
most common timeframe of processing is the last day of the relevant KPM timeframe.

Figure 4.3: Distribution of claim processing timeframes as a proportion of KPM
timeframes, 2018-19 to 2021-22 (excluding Crisis Payment)?
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Note a: Timeframes for claim processing records have been converted into proportions of their relevant KPM
timeframes and then grouped into ‘bins’ representing 5 percentage point increments. The bars in the figure
represent the count of records in each bin.

Source: ANAO analysis of Services Australia data using business rules provided.

4,60 InMay 2023 the department advised the ANAO that it seeks to influence Services Australia’s
decisions about resource prioritisation, but there are limited levers available to the department to
drive improvements in payment timeliness.

Services Australia’s prioritisation of claims

4.61 In November 2016 Services Australia introduced a new workload management system with
the aim of effectively managing the allocation and prioritisation of its welfare payment processing
workload. Work items covered by the system include new welfare claims and other non-claim work
items (such as processing recipients’ reported changes of circumstances, medical certificates or rent
certificates). Items are allocated and prioritised as follows:

111 For example: automation of Youth Allowance (Student) and Austudy claims commenced in February 2021 and
4.5 per cent of claims were automatically processed between July and November 2022 with a 99 per cent
accuracy rate; automation of Dad and Partner Pay claims commenced in September 2020 and 34.3 per cent of
claims were automatically processed between July and November 2022 with a 100 per cent accuracy rate.
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. each work item is assigned a ‘priority’ (a numerical value indicating when it should be
allocated) and ‘capability’ (representing the skills, proficiency or delegation required to
complete the task)*?;

° Services Australia processing officers have assigned ‘skill tags’ identifying their capability
to process certain tasks; and

° work items are allocated to staff based on a processing officer’s availability and skill tags
and the work item’s priority.

4,62 Services Australia workload managers can make adjustments to priorities and allocations
using the workload management system, informed by a ‘strategic priorities model’ that outlines a
hierarchy of entity priorities (see Figure 4.4), and tactical considerations that are communicated by
entity senior executives through weekly operational plans. An example of prioritising ‘ministerial
and government outcomes’ occurred in 2018-19. An April 2019 paper to SBD noted:

The Minister for Human Services directed [Services Australia] at the start of the current financial
year to prioritise processing of claims for Students and Age Pension requiring a shift in resources
from Newstart Allowance claim processing.

Figure 4.4: ‘Strategic priorities model’ from workload management system operational
guide

Strategic Priorities

Meet ministerial and government outcomes

Deliver core services

Achieve PBS performance measures

Achieve program and transformation priorities

Meet contractual service obligations

Meet service standards and internal targets

Source: Services Australia documentation.

4.63 Services Australia’s operational guide to the workload management system outlines three
approaches to prioritising and allocating work items:

° KPI focus — prioritises claims that are at or approaching their KPM timeframes, then
newer claims to ensure further information can be requested if needed, with claims that
have passed their KPM timeframes and other work items not prioritised;

112 Priorities are usually assigned to classes of items (e.g., all Age Pension claims), but can be adjusted for specific
items. Priorities may either be base-level values that do not change or ‘priority profiles” where priority values
change over an item’s lifecycle (e.g., the priority may be set to increase as the KPM timeframe approaches).
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. Arrears reducing — prioritises claims that are at or approaching their KPM timeframes,
then claims that have passed their KPM timeframes working backwards from the oldest
claims; and

° Optimal — prioritises claims that are at or approaching their KPM timeframes, then claims
that have passed their KPM timeframes, then newer claims.

4.64 Services Australia explicitly adopted a ‘KPI focus’ approach in 2016-17 and 2017-18, then
shifted to an ‘arrears reducing’ approach in 2018-19 due to a large backlog of claims that had
passed their KPM timeframes. In May 2023 Services Australia advised the ANAO that it has aimed
to adopt an ‘optimal’ approach since 2019-20, while balancing workforce across processing and
telephony and responding to additional demand for services stemming from the COVID-19
pandemic and emergency events. All approaches involve prioritising claims that are at or
approaching their KPM timeframes, which is consistent with the trend identified in Figure 4.3 above.

e

Grant Hehir Canberra ACT
Auditor-General 31 August 2023
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Appendix 1 Entity responses

*
L AETe  Australian Government
; Nl 3
‘2‘3"\;31_' Yoer

=" Department of Social Services

Ray Griggs AO CSC
Secretary

Ref: EC23-001486

Mr Grant Hehir

Auditor-General

Australian National Audit Office
GPO Box 70

CANBERRA ACT 2601

Via email: Through ANAO Audit Manager

Dear Mr /l;lén'r QIZM/T)

Department of Social Services’ (the department) response to the Australian National Audit
Office Proposed Report on Accuracy and Timeliness of Welfare Payments

Thank you for providing the Australian National Audit Office (ANAO) proposed report
on Accuracy and Timeliness of Welfare Payments. | value the efforts of the ANAO in developing
the recommendations and appreciate the opportunity to respond.

The department acknowledges the ANAQO'’s overall conclusions that the department and Services
Australia can build on processes to further strengthen governance, payment accuracy and claims
timeliness, and broadly supports the recommendations made in the report.

Many of the recommendations align with the work already underway, and the department
is committed to working closely with the Agency to continue improving payment accuracy
and timeliness.

The department undertook an independent review of the Payment Accuracy Review Program
methodology, and to date, has reduced the administrative burden for recipients to produce
historic material, improved the robustness of payment accuracy estimates through more
efficient algorithms and increased transparency by publishing more detailed material

in the department’s Annual Report.

As noted in your report, the Agency delivers social security and family payments and support
under delegation from me as Secretary of the department. While I can provide general guidance
about how delegations are exercised, the Chief Executive Officer of Services Australia

is responsible for operationalising decision-making including making sub-delegations.

GPO Box 9820 Canberra ACT 2601
Telephone 1300 653 227 = National Relay Service: TTY: 133 677 * Speak and listen: 1300 555 727
Internet relay: www.relayservice.com.au
www.dss.gov.au

Auditor-General Report No.4 2023-24
Accuracy and Timeliness of Welfare Payments

104




Appendix 1

Services Australia undertakes a similar service delivery function for other Government
departments and agencies by delegation from other relevant pieces of legislation. While I
delegate my powers under the relevant income support legislation, I acknowledge that I remain
accountable for the delivery of outcomes.

If you would like further information regarding this response please contact Jo Evans,
Group Manager, Participation and Family Payments on (02) 6146 0508.

Yours sincerely

g/

4 August 2023
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Australian Government

Services Australia

Our Ref: EC23-003074

Chief Executive Officer
Rebecca Skinner PSM

Mr Grant Hehir
Auditor-General

Australian National Audit Office
GPO Box 707

CANBERRA ACT 2601

Gani

Dear Myélir

Services Australia’s response to the Australian National Audit Office’s (ANAO) performance
audit of Accuracy and Timeliness of Welfare Payments

Thank you for providing Services Australia (the Agency) with the opportunity to comment on
the ANAQ’s performance audit of Accuracy and Timeliness of Welfare Payments, for which
the Department of Social Services (DSS) and the Agency are designated entities.

| note the audit’s findings that the Agency’s management of welfare payment accuracy and
timeliness is partly effective with regard to:

e having a largely robust methodology and largely effective operational processes for
monitoring payment accuracy

e driving payment accuracy improvements with the use of data, and

e the processes to continuously improving payment timeliness.

The Agency’s focus on service delivery means that our key priorities are to ensure the
delivery of the right payment, to the right person, at the right time. In addition, the Agency is
committed to ensuring its external and internal performance measures are appropriate and
relevant to the Agency’s performance in administering payments and services under the
social security and welfare program, and that these measures drive the Agency’s efforts to
make it faster and easier for customers to correctly report their circumstances and update
their details. The Agency remains committed to working with the Department of Social
Services to ensure its governance, performance monitoring and reporting and risk
management arrangements continue to support these outcomes.

PO Box 7788, Canberra Business Centre ACT 2610 | Phone (02) 6223 4411 | www.servicesaustralia.gov.au
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Appendix 1

The Agency acknowledges there is an opportunity to further strengthen our internal and
bilateral arrangements with regard to management of welfare payment accuracy and
timeliness, including by:

e ensuring the currency of bilateral arrangements and subsidiary agreements between
the Agency and DSS that support the timely and accurate delivery and performance
monitoring of welfare payments

o strengthening the existing assurance and risk management arrangements in place to
support the ongoing effectiveness of welfare payment controls

e continuing to strengthen data capture and quality assurance processes that support
welfare payment delivery.

The Agency’s detailed response to each of the recommendations is attached.

The Agency considers that the implementation of the recommendations will further
strengthen the arrangements in place with DSS, and improve the accuracy and timeliness of
welfare payments administered by the Agency.

I would like to thank the ANAO for its cooperative and professional approach throughout the
audit process.

Yours sincerely

e A

Rebecca Skinner
£ August 2023
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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:

o strengthening governance arrangements;

° introducing or revising policies, strategies, guidelines or administrative processes; and

° initiating reviews or investigations.

4, In this context, the below actions were observed by the ANAO during the course of the

audit. It is not clear whether these actions and/or the timing of these actions were planned in
response to proposed or actual audit activity. The ANAO has not sought to obtain assurance over
the source of these actions or whether they have been appropriately implemented.

° The Department of Social Services (the department) and Services Australia signed a
revised Bilateral Management Arrangement Head Agreement in April 2023, which raises
bilateral governance body oversight of payment accuracy and timeliness to the
accountable authority level (see paragraphs 2.4, 2.16 and 2.24).

° In November 2022 Services Australia updated its Operational Blueprint procedures on
undertaking Payment Accuracy Review Program (PARP) reviews to include links to
guidance on reporting suspected fraud (see paragraph 3.42).

. The department included an addendum to its 2021-22 Annual Performance Statements
that included financial estimates of overpayments and underpayments for each payment
type within the, which increased the reliability of its reporting (see paragraph 3.69).

° From November 2022 the department and Services Australia started using the PARP and
analysis of other administrative data to assess the impact of using Single Touch Payroll
(STP) data to pre-fill recipients’ employment reporting forms''® on payment accuracy
outcomes (see paragraphs 3.115 and 3.116).

113 STP was implemented from June 2018 to enable employers to report employees’ payroll information to the
Australia Taxation Office each time they are paid through STP-enabled software. Phase 2 of STP, which
commenced in January 2022, expanded reporting to other government entities, including Services Australia.
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Appendix 3

Table A.1:

DSS welfare payments delivered by Services Australia

DSS welfare payments delivered under Outcome 1 in 2021-22 and key
performance measure (KPM) coverage

Payment Description 2021-22 | Accuracy Timeliness
payments KPM KPM
($m)
Family Tax Payment for eligible low- and medium- 12,334.24 v v
Benefit (FTB) income families to help with direct and
Part A indirect costs of raising dependent
children
Part A is paid per-child with the amount
paid based on the family’s circumstances
FTB Part B Part B is paid per-family and gives extra 3431.92 v v
help to single parents and some couple
families with one income
Parental Leave | Financial support to eligible primary 2511.25 X \/
Pay carers (usually birth mothers) to take time
off work to care for a newborn or adopted
child
Dad and Financial support to eligible working 149.37 X v
Partner Pay fathers or partners to take time off work
around the time of birth or adoption of a
child
Single Income | Annual payment of up to $300 that 7.07 X X
Family provides assistance with household
Supplement expenses, including energy costs
Stillborn Baby One-off payment in the event of a 3.02 X v
Payment stillborn baby
Double Orphan | A regular payment for people caring for a 2.41 X X
Pension child whose parents cannot care for them

or have died

Age Pension Income support payment for Senior 51,132.64 \/ \/
Australians who meet age and residency
requirements and a means test
Energy Payment that provides assistance with 186.91 X X
Supplement for | household expenses, including energy
Commonwealth | costs, for pensioners and income support
Seniors Health | recipients (closed to new recipients from
Card holders 20 September 2016)
Mobility Payment to help with travel costs for 34.45 X v
Allowance work, study or looking for work for people

who have a disability, illness or injury that
means they cannot use public transport
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Payment Description 2021-22 | Accuracy @ Timeliness

payments KPM KPM
($m)
Essential Yearly payment to help with energy costs 8.21 X X
Medical to run essential medical equipment or for
Equipment heating or cooling used for medical
Payment needs
Disability Income support payment for people 18,334.28 v v
Support unable to fully support themselves
Pension through work due to permanent physical,

intellectual, or psychiatric impairment

Carer Payment | Payment for carers providing constant 6573.18 v v
care for people with disability or a severe
medical condition

Carer Income supplement for people providing 1790.38 \/ v
Allowance daily care in a private home to an adult
(Adult) with disability or a severe medical

condition
Carer Income supplement for people providing 671.80 \/ \/
Allowance daily care in a private home to a child
(Child) with disability or a severe medical

condition
Carer Annual payment for people who care for 608.92 X X
Supplement a person with a disability or medical

condition, or who is frail aged
Child Disability | Yearly payment for people who get Carer 190.97 X X
Assistance Allowance for looking after a child with a
Payment disability or serious illness
Carer One-off payment to assist families 1.54 X X
Adjustment following a catastrophic event where a
Payment child younger than 7 is diagnosed with a

severe disability or severe medical

condition
JobSeeker Payment for eligible people aged 14,843.66 v v
Payment between 22 years to Age Pension

qualification age who are looking for
work, temporarily cannot work or study
due to injury or illness, or are bereaved
partners immediately following their
partner’s death

Parenting Income support payment for single 4914.99 v v
Payment parents or guardians who have principal
Single care for a young child
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Payment

Description

Appendix 3

2021-22
payments

($m)

Timeliness
KPM

Accuracy
KPM

Youth Income support payment for eligible 1040.41 v v
Allowance young people 16—21 years of age who
(Other) are looking for full time work or
undertaking approved activities
Parenting Income support payment for partnered 970.21 \/ \/
Payment parents or guardians who have principal
Partnered care for a young child
Special Benefit | Payment for people who are not eligible 175.30 v v
for any other income support payment
and are in financial hardship
Pensioner Regular payment to help with study costs 34.33 X \/
Education for certain payment recipients
Supplement
Utilities Quarterly payment to help with household 15.16 X X
Allowance bills for certain payment recipients
Program 1.6: Student Payments
Youth Payment for eligible apprentices or 1884.33 v v
Allowance students aged 16—24 years needing
(Student) assistance to undertake education or
training
Austudy Payment for eligible students or 728.50 v v
apprentices aged 25 years and over
needing assistance to undertake
education or training
Student Start- Voluntary loan up to twice a year for 198.61 X X
up Loan eligible higher education students
ABSTUDY — Payment for eligible Aboriginal and 171.18 X v
Secondary Torres Strait Islander students or
apprentices attending secondary
education institutions
ABSTUDY — | Payment for eligible Aboriginal and 132.37 v v
Tertiary Torres Strait Islander students or
apprentices attending tertiary education
institutions
Assistance for | Group of payments for parents and 86.62 X v
Isolated carers of children unable to attend a local
Children state school due to geographical
isolation, disability or special needs
Student Voluntary loan up to twice a year for 27.64 X X
Start-up Loan eligible higher education students
— Abstudy
Key: 4 yes ¥ no

Source: DSS, Annual Report 2021-22, Commonwealth of Australia, 2022 and payment descriptions published on
DSS’s and Services Australia’s websites.

Auditor-General Report No.4 2023-24
Accuracy and Timeliness of Welfare Payments

111



Appendix4 Payment accuracy results

Table A.2:

Payment accuracy key performance measures (KPMs) and reported results (rounded to one decimal place), by trimester and full-
year, 2018-19 to 2021-22

Payment KPM 2018-19 2021-22
benchmar
k
ABSTUDY Upper—-95 | 78.9 - 774 | 784 | 80.1 - 80.1 | 83.5 - 67.2 | 73.9 | 65.3 - 63.8 | 64.6
Lower — 85 [ | [ | | [ | | [ | [ | | [ | [ | |
Age Pension Upper—97 | 97.7 | 96.7 | 97.1 97.1 97.6 | 98.0 97.8 | 97.5 | 97.1 96.9 | 97.1 974 | 96.7 | 96.9 | 97.0
Lower-95 @ L JEE JRER SRR 2 ® o o ® o L 4
Austudy Upper—95 | 82.1 - 80.8 | 81.6 | 80.3 - 80.3 | 85.8 - 77.7 | 80.6 | 78.9 - 70.6 | 75.1
Lower — 93 [ | [ | | [ | | [ | [ | | [ | [ | |
Carer Allowance Upper — 95 - 97.0 - 97.0 - 98.3 98.3 - 95.3 - 95.3 - 94.5 - 94.5
Lower — 93 L 2 L 2 2 L 2 2 L 2
Carer Payment Upper—95 | 944 | 952 | 951 949 | 941 94.5 943 | 951 96.7 | 934 | 948 | 925 | 93.8 | 90.0 | 921
Lower — 93 | [ | [ |
Disability Support Upper—95 | 90.7 | 90.3 | 918 | 909 | 97.3 | 96.7 97.0 | 979 | 97.0 | 971 | 971 96.9 | 96.4 - 96.7
Pension Lower—93 | ® | M mE = | ¢ | o ® & 6 6 6 o o L 4
Family Tax Benefit Upper—95 | 959 | 934 | 980 | 958 | 957 | 984 97.1 98.0 | 972 | 964 | 97.2 | 96.7 | 96.6 | 97.0 | 96.8
Lower-93 & @ L JEE JRER SRR 2 ® 6 6 O 6 O o o o
JobSeeker Payment | Upper — 95 - - - - - - - 85.1 83.2 | 818 | 833 | 842 | 83.2 | 825 | 833
Lower — 90 [ | [ | [ | | [ | [ | [ | |
Newstart Allowance Upper—95 | 924 | 934 | 927 | 928 | 926 | 93.8 93.2 - - - - - - - -
Lower — 90
Parenting Payment Upper—95 | 81.8 | 853 | 848 | 839 | 846 | 87.5 86.0 | 89.3 | 84.3 | 79.8 | 83.8 | 80.7 | 78.9 - 79.6
Partnered Lower — 90 [ | [ | [ | [ | [ | [ | [ | [ | [ | [ | [ | [ | [ | [ |
Parenting Payment Upper—95 | 923 | 954 | 929 | 936 | 948 | 96.1 954 | 951 946 | 904 | 934 | 93.7 | 924 - 92.9
Single Lower — 90 L 2 L 2 2 L 2




Payment 2021-22
benchmar
k
%
Partner Allowance Upper — 95 - 96.7 - 96.7 - 99.8 99.8 - 96.4 - 96.2 - - - -
Lower — 90 4 L 2 L 2 2 L 2 L 2
Sickness Allowance Upper — 95 - 68.2 - 68.2 - 731 73.1 - - - - - - - -
Lower — 85 u u u u
Special Benefit Upper — 95 - 97.8 - 97.8 - 96.1 96.1 - 92.2 - 92.2 - 91.7 - 91.7
Lower — 93 4 4 L 2 2 [ [ [ | [ |
Widow Allowance Upper — 95 - 95.0 - 95.0 - 97.0 97.0 - 96.0 - 96.0 - - - -
Lower — 90 4 2 L 2 2 L 2 L 2
Youth Allowance Upper—95 | 89.5 | 853 | 90.1 | 88.3 | 91.3 | 92.7 920 | 882 | 833 | 766 | 829 | 756 | 786 | 74.8 | 76.3
(Other) Lower — 85 [ | [ | [ | [ | [ | [ | [ |
Youth Allowance Upper —95 | 88.1 - 86.9 | 87.6 | 86.4 - 86.4 | 90.1 - 816 | 853 | 825 - 81.2 | 819
(Student) Lower — 85 u u u u
Total (aggregated) Upper—95 | 945 | 945 | 952 | 94.7 | 958 | 96.9 96.2 | 941 | 935 | 925 | 93.3 | 93.7 | 93.8 | 931 | 93.6
Lower — 93 L 2 2 L 2 2 |

Key:

@ result met upper benchmark — rated ‘green’ and defined as ‘high performance’

result fell between upper and lower benchmark — rated ‘amber’ and defined as ‘medium level of performance that may affect a core purpose or outcome of a program’

H result fell below lower benchmark — rated ‘red’ and defined as ‘low performance that significantly impacts on the outcome of a program’

— no result for trimester — not all payments are assessed in each trimester and no reviews were undertaken in trimester three 2019-20

Source: DSS and Services Australia internal reporting.




Appendix 5

Table A.3:

Payment

Payment timeliness results

KPM bench-
marks

%

KPM time-
frame

%

2018-19°

2019-20°

Payment timeliness key performance measures (KPMs) and reported results, by quarter, 2018-19 to 2021-22
2020-21°

2021-22°

ABSTUDY Upper — 70 in 21 days 80 84 71 48 73 73 61 57 | 924 | 826 | 715 | 58.8 | 84.3 | 88.6 | 88.1 | 86.2
Lower — 65 ® ¢ | 6 B 6 6 B EH O 6 O EH O O o o

Age Pension Upper — 80 in 49 days 44 54 50 35 40 56 69 78 96.5 | 94.0 | 915 | 86.6 | 68.2 | 71.4 | 79.4 | 66.8
Lower — 70 u u | | | | | ® & 6 o o | |

Assistance for Upper — 70 in 21 days 65 61 52 74 79 54 33 72 99.5 | 99.8 | 99.8 | 99.7 | 99.9 | 99.8 | 99.9 | 99.7

Isolated Lower — 65 HE  EH ¢ & EH EH & & &6 ¢ o ¢ o o o

Children

Austudy Upper — 85 in 42 days 74 97 75 12 80 81 74 38 | 941 | 96.8 | 88.7 | 674 | 943 | 976 | 72.8 | 41.8
Lower — 75 u L 2 | | | L JHER IR 2 | ¢ o | |

Bereavement Upper — 80 in 21 days 85 85 80 83 82 83 84 - - - - - - - - -

Allowance Lower — 75 ® & 6 6 6 o o

Carer Upper — 80 in 49 days 70 76 73 74 77 90 74 88 970 | 976 | 971 | 926 | 86.6 | 809 | 77.6 | 71.7

Allowance® Lower — 70 u C I ® H 6 6 6 O O o o

Carer Payment¢ | Upper — 80 in 49 days 67 72 69 69 69 85 68 80 951 | 96.2 | 951 | 86.5 | 845 | 76.3 | 71.4 | 59.5
Lower — 70 | | | u ¢ = L JEER JHER JEER JEER JRER 2 |

Crisis Payment | Upper — 90 in 2 days 94 94 94 95 95 94 94 80 92.8 | 88.6 | 940 | 93.7 | 92.8 | 87.0 | 64.3 | 89.9
Lower — 80 ® & 6 6 O o o 4 ® o o u

Dad and Upper — 80 in 21 days 76 89 88 90 91 92 92 89 | 951 | 953 | 948 | 95.8 | 92.7 | 93.2 | 89.0 | 72.9

Partner Pay- Lower — 70 L NN JEER JEEE JHER JNEE JEEE JNER JRER JHEE JNER JREE JEER JNER 4

Disability Upper — 80 in 84 days 76 74 71 75 81 81 82 72 | 86.1 | 88.2 | 827 | 81.3 | 90.3 | 86.1 | 85.1 | 83.8

g:gng; Lower — 70 L AR IR JEEE R JRER JNER AR JEEE JHEE JNER JEEE JNEE JEEE JNER JRER 2

| C




Payment

KPM bench-
marks

%

KPM time-
frame

%

Family Tax Upper — 80 in 33 days 71 70 77 85 89 89 88 85 | 929 | 936 | 926 | 91.3 | 88.3 | 804 | 79.2 | 50.0
Benefit* Lower — 75 L JNER JEER JEEE JNER JREE JNEE AR JEER JNEE JREE JEEE SRR JRER 4 |
JobSeeker Upper — 80 in 16 days - - - - - - 100 92 91.8 | 84.3 | 87.0 | 90.9 | 89.2 | 90.3 | 79.5 | 78.6
Payment Lower — 75 L JEER JEER JEER JRER SRR JEER SRR 2
Mobility Upper — 85 in 42 days 93 92 88 84 86 92 94 95 | 99.7 | 99.6 | 99.1 | 99.0 | 93.0 | 915 | 926 | 88.6
Allowance Lower — 80 ® & o L JNER JEER JEEE JHER JEEE JNEE JEEE JEEE JNER JRER R 2
Newstart Upper — 80 in 16 days 77 77 49 34 54 67 69 - - - - - - - - -
Allowance Lower — 75 [ | [ | [ | [ | [ |
Paid Parental Upper — 80 in 21 days 66 85 85 88 89 90 90 87 | 927 | 93.0 | 929 | 942 | 89.0 | 88.8 | 87.1 | 67.0
Leaver Lower — 70 H & | & & & 6 & 6 6 & 6 ¢ o o o=
Parenting Upper — 80 in 28 days 52 63 43 43 66 62 47 63 | 914 | 917 | 923 | 943 | 919 | 906 | 83.9 | 70.9
Payment Lower — 75 E E  E E E E E =EH ¢ ¢ ¢ ¢ o o oo
Partnered
Parenting Upper — 90 in 21 days 45 54 46 37 55 63 54 50 | 88.5 | 86.5 | 85.8 | 88.0 | 83.3 | 81.7 | 72.0 | 60.0
Payment Single | | gwer — 85 | | | | | | | | | | | |
Pensioner Upper — 70 in 21 days 69 62 73 34 25 47 70 54 975 | 976 | 76.3 | 62.0 | 73.9 | 936 | 964 | 92.8
Education Lower — 65 HE ¢ E E E & EH 6 ¢ O EH O O o o
Supplement
Sickness Upper — 70 in 35 days 56 59 38 69 67 69 66 - - - - - - - - -
Allowance Lower — 65 [ | [ | [ |
Special Benefit | Upper — 80 in 21 days 64 64 50 52 54 51 58 79 951 | 853 | 77.5 | 86.7 | 90.5 | 89.1 | 89.3 | 93.0
Lower — 70 u u u u u | | L 2 L 2 L 2 L 2 2 L 2 L 2
Stillborn Baby Upper — 80 in 14 days 84 87 85 89 86 86 90 91 912 | 945 | 842 | 914 | 891 | 925 | 87.1 | 82.1
Payment® Lower — 75 L JAER JEER R JEER JRER JNEE JNER JREE JNEE JNER JEEE JEER JEEE JNEE JRER 4




Payment KPM bench- | KPM time- 2018-19° 2019-202 2020-21* 2021-22°
marks frame

% %

Youth Upper — 70 in 21 days 72 75 58 37 50 81 72 64 | 86.3 | 834 | 90.6 | 89.5 | 899 | 885 | 82.7 | 70.0

Allowance Lower — 65 ® ¢ = [ | [ | ® o | L JEER JEER JEER JEER JNEE SRR JRER 2

(Other)
Youth Upper — 80 in 42 days 70 95 80 31 79 78 66 35 | 944 | 98.1 | 958 | 66.1 | 98.0 | 98.4 | 79.6 | 40.7

Allowance Lower — 70 ® | o [ | [ | | ® o | o | L JNER 4 u

(Student and
Apprentice)

Key:
@ result met upper benchmark — rated ‘green’ and defined as ‘high performance’

result fell between upper and lower benchmark — rated ‘amber’ and defined as ‘medium level of performance that may affect a core purpose or outcome of a program’
M result fell below lower benchmark — rated ‘red’ and defined as ‘low performance that significantly impacts on the outcome of a program’

— no result for quarter

Note a: Reported results for 2018—-19 and 2019-20 were rounded to whole numbers.

Note b: Reported results for 2020-21 were truncated to one decimal place and 2021-22 were rounded to one decimal place.
Note c: KPM benchmark and timeframe listed for this payment were revised from 1 July 2021.

Note d: KPM benchmark and timeframe listed for this payment were revised from 1 January 2022.

Source: DSS and Services Australia internal reporting.



Appendix 6  Bilateral Management Arrangement structure

Figure A.1: BMA agreement structure, as of June 2023

Head Agreement (April 2023)

Existing subordinate agreements Proposed subordinate agreements

Protocols: Protocols listed in April 2023 Head

e Communication and Media (June 2018) Agreement:

e Corporate (May 2019) e Assurance, Delegations and Performance
e Financial Reporting (June 2018) Management (new)

o Indexation (April 2016) e Communications and Media

o Joint Data (August 2021) * Corporate Services

¢ Financial and Indexation (new)
e Financial Reporting

e Management of Information (March 2016)
e New Work and Changed Business (October

2014) e Indexation
e Welfare Payment Infrastructure e Fraud and Debt Management (new)
Transformation (December 2018) e Joint Data
i ¢ Joint Risk Management (new)
e New Work and Changed Business
Service Schedules/Arrangements: e Welfare Payment Infrastructure
e Accessibility Support (August 2018) Transformation

e Age, Disability and Carer (October 2014)
e Cashless Debit Card (April 2022)
e Cross-Outcome Programmes (April 2016)

¢ Disability Employment Services Programme
(October 2014)

e Family Assistance and Child Support (April
2016)

e ICT Shared Services (April 2021)

e Labour Market Policy and Student Payments
(April 2016)

e National Redress Scheme (June 2021)

e Payment Assurance (April 2016)

e Shared Premises Agreement (April 2017)

e Social Impact Investing Payment by
Outcomes — Trial Three (PBO 3)
(June 2022)

e Transition to Independent Living Allowance
(November 2020)

Source: ANAO analysis of DSS and Services Australia documentation.
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Appendix 7

Table A.4:

ANU review recommendations

Implementation status of recommendations from the 2021 ANU review of the

Payment Accuracy Review Program (previously known as the Random
Sample Survey or RSS) methodology

Recommendation Implementation status (as of March 2023)?

PHASE ONE: From 1 July 2022

1 | The sampling methodology used be shifted to | Implemented (BMC) / On track (Dashboard)
Optimal Allocation. Implemented in July 2022 for trimester one

2022-23 selection. lteration planned for July
2023 to simplify algorithm and revise as inputs
are updated. Implementation plan being finalised.

2 | When an area is declared a major disaster Implemented (BMC) / On track (Dashboard)
area, a detailed assessment be undertaken as Updates to Services Australia’s internal
to which selgcted recipients be excluded from procedures have not been published yet.
the RSS review. Implementation plan outstanding.

4 | Arandomised control trial comparing the Implemented (BMC) / Completed (Dashboard)
quality of data from interviews undertaken Implemented on 24 October 2022 via an ANU
face-to-face, by video-chat and by telephone | 5 4hored natural experiment report, noted by
be undertaken and the results of this be used Services Australia.
to inform decisions about the appropriate mix
of modes of RSS review interviews.

5 | The data from the randomised control trial Near completion (BMC) / On track
described in Recommendation 4 be used to (Dashboard)
produce more up-to-date and rigorous data on | gypected March/April 2023. Findings from
differences in review effort by mode of Recommendation 4 will be finalised and detailed
interview and payment type. in implementation plan.

6 | That the weighting procedure be changed to Implemented (BMC) / On track (Dashboard)
include: Implemented in March 2023 for trimester three
¢ Base/design weights 2022-23 selection.

e non-response/exclusion weights Draft implementation plan provided to Services
L Lo . Australia on 3 March 2023. Services Australia
e post-stratification (or calibration) weights has not had an opportunity to review
with ra.klng _ o implementation plan or methodology.
¢ fs\r?alygls ?f weight variability gnd th? use of Iteration planned to revise procedure as inputs
trimming’ to truncate excessive weights. are refreshed

9 | Estimates of under-payment and over- Implemented (BMC) / Completed (Dashboard)
payment be separately reported, in addition to | | 5jemented on 28 October 2022 with tabling of
reporting total accuracy of payments. DSS 2021-22 Annual Report in Parliament.

13 | The payment received by [Disability Support Not to be implemented (BMC) / On track
Pension (DSP)] recipients who were eligible (Dashboard)
for DSP under the criteria that applied when BMC approved setting aside this
they entered DSP, but who are no longer recommendation.
eligible for DSP under the current criteria, be
treated as inaccurate payments and count
towards the level of payment inaccuracy.
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Appendix 7

Recommendation Implementation status (as of March 2023)?

14

The term ‘payment correctness’ be replaced
with the term ‘administrative correctness’.

Implemented (BMC) / On track (Dashboard)

On 9 November 2022 corporate documents
(Portfolio Budget Statement, Corporate Plan and
Annual Performance Statements) were aligned.
Internal Services Australia procedure updates
are outstanding. Implementation plan drafted.

PHASE TWO: From 1 July 2023

3 | That DSS consider moving the RSS program In progress (BMC) / On track (Dashboard)
from a trimester basis to a monthly rolling Trialling with Family Tax Benefit (FTB) population
survey. from June 2022 with results expected in

mid-March 2023. Expanded from trimester three
2022-23 to include approximately 350 Parenting
Payment Single, Age Pension and FTB reviews.
Services Australia advised that ICT changes are
necessary for full rollout of this measure. This
may impact on implementation timelines.

7 | Supplementary payments be included in the In progress (BMC) / On track (Dashboard)
RSS review. Services Australia advised that ICT changes are

necessary for full rollout of this measure. This
may impact on implementation timelines.

8 | All social security payments received by a In progress (BMC) / On track (Dashboard)
sampled recipient be subject to review for Services Australia advised that ICT changes are
accuracy. necessary for full rollout of this measure. This

may impact on implementation timelines.

10 | Include administrative error which denies a In progress (BMC) / On track (Dashboard)
person receipt of a benefit they are entitled o | geryjces Australia advised that ICT changes are
as a payment inaccuracy. necessary for full rollout of this measure. This

may impact on implementation timelines.

11 | Consider including cases in which a recipient In progress (BMC) / On track (Dashboard)
does not claim a benefit to which they are Services Australia advised that ICT changes are
entitled, but which they would like to receive, necessary for full rollout of this measure. This
as a payment inaccuracy due to recipient may impact on implementation timelines.
error.

12 | A more sophisticated approach to the In progress (BMC) / On track (Dashboard)
treatment of generic failure be adopted, and Generic failure is scheduled to be discussed at
that the approach used in the UK be adopted BMC meeting on 23 March 2023.
in the Australian system.

15 | DSS monitor a proportion of RSS interviews Near completion (BMC) / On track

for independent quality control purposes.

(Dashboard)

Completed with continuing refinements to
validation processes.

Note a: Implementation status is sourced from reporting to the Bilateral Management Committee (BMC) on
23 March 2023 and a DSS ‘ANU Recommendations Dashboard’ (Dashboard) updated on 15 March 2023.
These sources used different criteria for assessing implementation status, which are noted in the table. The
ANAO has not assessed the implementation status of each recommendation.

Source: DSS and Services Australia documentation.
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Appendix 8 Treatment of underpayments in payment accuracy
formula

1. The formula DSS uses to calculate payment accuracy is outlined in Figure A.2.

Figure A.2: Current formula for payment accuracy

NVBE; x W,
M)x 100

Payment accuracy (%) = <1 - YV BE, x W,

Where: VBE; = Absolute value of variation to basic entitlement for individual i identified by payment
accuracy review (i.e., difference between basic entitlement received and what should have
been received)

BE; = Basic fortnightly entitlement received by individual i at start of review period
N = Number of individuals participating in payment accuracy reviews

W; = Weight for individual i that takes into account different probability of selection into the
PARP review due to the sample design

Source: M. Gray, K. Reddy, N. Biddle & D. Stanton, Review of Methodology for the Random Sample Survey (RSS)
Program, ANU Centre for Social Research and Methods, 24 August 2021, p. 36.

2. The 2021 ANU PARP review made two recommendations relating to the formula:
° to include supplementary payments (for example, Rent Assistance and Mobility

Allowance) received by sampled recipients in payment accuracy reviews (ANU
recommendation 7); and

° to include additional welfare payments received by sampled recipients in payment
accuracy reviews, rather than just the sampled payment (ANU recommendation 8).

3. Once implemented, the revised formula to calculate payment accuracy will be as outlined

in Figure A.3.

Figure A.3: Proposed formula for payment accuracy

NYTE;, x W;
M) x 100

Payment accuracy (%) = (1 - YNTE, x W,

Where: VTE; = Absolute value of variation to entitlements for individual i identified by payment
accuracy review across all payments they receive

TE; = Total fortnightly entitlement received by individual i at start of review period across
all payments they receive

N = Number of individuals participating in payment accuracy reviews

W; = Weight for individual i that takes into account different probability of selection into
the PARP review due to the sample design

Source: M. Gray, K. Reddy, N. Biddle & D. Stanton, Review of Methodology for the Random Sample Survey (RSS)
Program, ANU Centre for Social Research and Methods, 24 August 2021, p. 37.

4, The current and proposed formulas are correct in their treatment of overpayments.
However, the ANAO identified an issue with the way the formulas treat underpayments. If an
individual receives an underpayment, dividing the variation amount by the basic or total amount
received at the start of the review period overstates the level of inaccuracy. The variation amount
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Appendix 8

should be divided by the amount received after variations identified by payment accuracy reviews
(that is, the amount the individual should have received rather than what they actually received).
This is illustrated by the overpayment and underpayment examples below.

° Overpayment — If an individual received $1000 at the start of the review period when
they should have received $500 (a $500 overpayment), their payment was 50 per cent
accurate with a 50 per cent overpayment.

° Underpayment — If an individual received $500 at the start of the review period when
they should have received $1000 (a $500 underpayment), their payment was 50 per cent
accurate (variation of $500 divided by $1000 they should have received) with a 50 per cent
underpayment. Using the current and proposed formulas leads to the incorrect results
that the payment was 0 per cent accurate (variation of $500 divided by $500 they received
at the start of the review period) and was a 100 per cent underpayment.

5. To address this issue, the formula should be amended to add the value of underpayments
to the denominator, as outlined in Figure A.4.

Figure A.4: Revised formula for payment accuracy

NVTE;, x W;
Zl i i )X].OO

P t %) =(1-
ayment accuracy (%) ( SVTE, x W; + SN UVTE, X W,

Where: VTE; = Absolute value of variation to total entitlements for individual i identified by
payment accuracy review across all payments they receive

TE; = Total fortnightly entitlement received by individual i at start of review period across
all payments they receive

UVTE; = Value of upward variation to total entittement (underpayment amount) for
individual j identified by payment accuracy review across all payments they receive

N = Number of individuals participating in payment accuracy reviews

W; = Weight for individual i that takes into account different probability of selection into
the PARP review due to the sample design

Source: ANAO analysis.
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Appendix 9  Analysis of payment inaccuracy reasons

1. Table A.5 shows estimated levels of overpayment and underpayment risk by payment
time for 2021-22. Payment types with the highest cancellation risks are working age and student
income support payments such as ABSTUDY, Austudy, Parenting Payment Partnered, Youth
Allowance and Jobseeker. Jobseeker had the highest estimated level of overpayments involving
cancellations at $2.9 billion, representing 44.9 per cent of the total overpayment risk for welfare
payments assessed through the PARP.

Table A.5: Overpayments and underpayments by payment type, 2021-22

Payment Overpayment Overpayment Underpayment
(Cancellation) (Variation) (Variation)

Risk@

Amount Amount Amount

ABSTUDY 33.91% $44,358,265 | 0.75% $978,428 | 0.00% $374,214
Age Pension 0.90% $418,420,195 | 1.38% | $642,731,091 | 0.28% | $330,661,659
Austudy 24.17% $126,072,687 | 0.60% $3,145,483 | 0.00% $532,314
Carer Allowance 5.47% $132,363,217 - - - -
Carer Payment 6.52% $388,376,764 | 0.78% $46,321,821 | 0.03% $36,952,452

Disability Support 2.51% $402,613,127 | 0.50% $80,636,046 | 0.03% $38,652,837
Pension

Family Tax Benefit 2.67% $363,202,841 | 0.54% $73,210,121 | 0.00% $4,117,504
Jobseeker 15.98% | $3,995,745,993 | 0.42% | $105,415,180 | 0.05% $55,327,437
Parenting Payment | 18.11% $221,469,178 | 1.54% $18,786,774 | 0.01% $8,419,217
Partnered

Parenting Payment 6.78% $353,081,958 | 0.16% $8,211,016 | 0.00% $4,844,276
Single

Special Benefit 7.90% $11,335,399 | 0.19% $270,489 | 0.00% $306,991

Youth Allowance 22.45% $240,026,672 | 0.72% $7,729,651 | 0.00% $5,394,938
(Other)

Youth Allowance 17.24% $325,201,687 | 0.36% $6,837,755 | 0.01% $8,193,655
(Student)

Total 5.87%  $7,022,267,984 @ 0.83% @ $994,273,855 | 0.41%  $493,777,494

Note a: Risk is defined as the percentage of expenditure for the payment.
Source: ANAO analysis of DSS and Services Australia data using business rules provided.

2. Table A.6 shows estimated levels of overpayment and underpayment for 2021-22 by
primary reason for cancellation or variation. The top five reasons for cancellation accounted for
$5.544 billion in estimated overpayments in 2021-22 (85.5 per cent of total overpayments
involving cancellations). Four of the top five primary reasons for cancellation related to recipients’
failure to report, or incorrect reporting of, changes in their or their partner’s earned income, or
their relationship or study status. The other significant reason for cancellation was ‘generic
failure’, where participants fail to engage in PARP reviews.
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Appendix 9

Table A.6: Overpayments and underpayments by primary reason for cancellation of
variation, 2021-22

Reason for Overpayment Overpayment
cancellation of (Cancellation) (Variation)

Underpayment
(Variation)

variation ) \ :

Risk? Amount Risk? Amount Risk?2 Amount
Change in earned 3.02% | $3,612,199,598 | 0.10% | $122,868,300 | 0.05% $59,567,060
income (Self)
Generic failureP 1.21% | $1,442,592,628 | 0.00% $1,543,285 - -
Change in assets 0.21% $254,709,301 | 0.40% | $477,009,859 | 0.19% | $225,954,973
Change in earned 0.39% $468,779,493 | 0.02% $26,604,554 | 0.02% $19,578,970
income (Partner)
Change in unearned 0.11% $130,716,032 | 0.18% | $213,860,910 | 0.11% | $135,568,721
income¢
Change in study/ 0.23% $271,814,178 | 0.00% $1,955,405 - -
study load
Change in 0.18% $210,451,088 | 0.05% $55,514,498 | 0.03% $37,747,094
relationship status
Change in carer 0.15% $183,383,933 - - - -
status
Details of 0.06% $66,344,388 | 0.04% $49,614,790 | 0.00% $2,857,219
dependents/
children in care
Change in medical 0.09% $108,330,113 - - - -
eligibility
Qualified for another | 0.05% $65,173,514 - - - -
payment
Payment after death 0.05% $60,487,385 - - - -
Other 0.12% $147,286,335 | 0.04% $45,302,255 | 0.01% $12,503,457
Total 5.87% | $7,022,267,984 | 0.81% | $994,273,855 | 0.41% | $493,777,494

Note a: Risk is defined as the percentage of 2021-22 total welfare payment expenditure.

Note b: ‘Generic failure’ risk represents cases where participants fail to engage in PARP reviews, such as by failing to
attend an interview or provide requested documentation, leading to their payments being cancelled.

Note c: Unearned income refers to income from sources other than salaries or wages (for example, income from
property or investments, other government income, gifts, etc.).

Source: ANAO analysis of DSS and Services Australia data using business rules provided.
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Appendix 10

Recommendation

group

Implementation of Payment Accuracy Review Quality Stocktake recommendations

Recommendation Recommendation summary

Reported status as

at May 2022

reviewing for quality improvement.

Strengthen quality | Targeted error rate Develop an operational strategy to reduce branch-level error rates. Identify key areas of In progress
across Payment reduction focus through program data analysis, apply targeted reductions, monitor progress, and make
Accuracy Review ongoing adjustments.
(PAR) Operations . . . . . : . .
Virtual quality checks Consideration of virtual management of quality checks to drive consistency across teams. Completed
Feedback loop/Error rate | Team leaders to regularly review individuals’ errors, actively intervene, and drive issues into | In progress
strategy communicated the branch strategy to reduce specific errors. Conduct learning sessions, review progress,
and reviewed and adjust work practices where needed. Analyse team trends to address learning needs
using relevant program data.
‘Quality On Line’ Quality teams to assist in implementing Services Australia’s ‘Quality On Line’ proficiency Completed
proficiency model. Teams to develop parameters for how this process will be implemented.
PAR proficiency Quality teams and PAR operations team to develop a PAR proficiency model for new staff. Completed
Strengthen staff Application of PAR operations team to ensure tools and resources are consistently applied in-line with Completed
engagement and tools/resources quality expectations.
performance X X
Formal coaching PAR operations team to ensure all PAR team leaders undertake formal management In progress
coaching for APS staff.
Technical coaching PAR operational leaders ensure technical coaching occurs regularly, with conversations In progress
documented. Review the current PAR coaching template.
Quality officers’ use of All quality officers use the PAR Tool to document feedback for learning and development In progress
PAR Tool opportunities.
Develop training Learning post induction PAR operations team to work with quality teams to produce a post-induction learning plan for | In progress
material to support new PAR reviewers and quality officers.
PAR reviewers , i : . . . ) - .
and quality officers New quality officer PAR operations team to work with quality teams to produce quality officer training material In progress
training and toolkit and a quality officer toolkit.
Identify facilitated learning | PAR operations team to identify learning and development topics for targeted master Completed
and master classes classes.
Building capability PAR operations team to consider opportunities to implement buddying, mentoring, and call- In progress




Recommendation

Recommendation Recommendation summary

Reported status as
at May 2022

group
‘Customer centric Quality teams develop and PAR reviewers undertake ‘customer centric conversation’ Completed
conversations’ training training.
Quality officer forums PAR operations team and quality teams revisit regular quality officer forums to drive In progress
consistency and quality.
Strengthen Branch communications PAR operations team to ensure that communications and Operational Blueprint updates are | Completed
agency and shared with teams in a timely manner.
branch alignment . ) . . . .
and expectations Review and update Business support teams update Operational Blueprint to include all support material and In progress
Operational Blueprint resources used to guide PAR reviewers and quality officers.
Review of reporting PAR operations team and quality teams to review reporting processes to assess efficacy and | On hold
support of business and branch applications.
Applying consistent work | Team leaders ensure staff are applying consistent updated work practices to reduce rework. | In progress
practices

Source: Services Australia PAR Quality Stocktake Dashboard.



Appendix 11 ANAO verification of reported accuracy results

Table A.7:  ANAO initial verification of reported payment accuracy results, by trimester and full year, 2018-19 to 2021-22
Payment 2018-19 2019-20 2020-21 2021-22

ABSTUDY 0.00 - 0.00 0.00 0.28 - - 0.28 -0.37 - 0.02 -0.02 0.00 - 0.00 0.00
* ¢ ¢ = m | = mE =@ ¢ | o

Age Pension 0.00 0.00 0.00 0.00 -0.11 0.00 - -0.06 0.01 -0.10 | -0.07 | -0.05 0.00 0.04 0.00 0.05
0 < 0 < [ | 0 [ | | | [ | [ | 0 | < |

Austudy 0.00 - 0.00 0.00 0.16 - - 0.16 -0.74 - 0.03 -0.08 0.00 - 0.00 0.00
4 4 < n | | | | 2 L 2 2

Carer Allowance - 0.00 - 0.00 - 0.00 - 0.00 - 0.00 - 0.00 - -0.01 - -0.01
L 2 L 2 2 L 2 2 L 2 | |

Carer Payment 0.00 0.00 0.00 0.00 0.28 0.03 - 0.15 -0.07 | -0.63 0.07 -0.12 0.00 0.00 0.00 -0.20
0 < 0 < [ | | [ | | | [ | [ | 0 0 < |

Disability Support 0.00 0.00 0.00 0.00 -0.09 0.01 - -0.04 0.07 -0.33 | -0.24 0.04 0.00 0.20 - 1.29
Pension 0 < 0 < [ | | [ | | | [ | [ | 0 | |

Family Tax Benefit 0.00 0.00 0.00 0.00 0.09 0.00 - 0.04 0.04 0.01 -0.36 | -0.07 0.00 0.00 0.00 0.00
2 L 2 2 L 2 2 | | n n n 4 4 < 4

JobSeeker Payment - - - - - - - - -0.07 | -0.42 | -0.03 | -0.07 0.00 -0.08 0.00 -0.02
| | [ | [ | < | < |
Newstart Allowance 0.00 0.00 0.00 0.00 -0.01 0.05 - 0.02 - - - - - - - -

L 2 4 L 2 2 | [ | ]

Parenting Payment 0.00 0.00 0.00 0.00 1.37 0.31 - 0.86 0.06 -1.03 | -2.08 | -1.31 0.00 -0.37 - -6.83
Partnered L 2 L 4 2 ¢ | | | | | | | 2 | |

Parenting Payment Single | 0.00 0.00 0.00 0.00 0.13 0.00 - 0.06 -0.09 0.21 0.00 0.00 0.00 0.00 - -6.23
L 2 4 L 2 4 | L 2 | | | 4 4 L 2 L 2 [ |
Partner Allowance - 0.00 - 0.00 - 0.00 - 0.00 - -0.12 - 0.00 - - - -

4 4 L 2 2 [ | 4




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

Sickness Allowance - 0.00 - 0.00 - -0.09 - -0.09 - - - - - - - -
L 4 L 2 u n
Special Benefit — 0.00 — 0.00 - 0.19 — 0.19 — 0.00 - 0.00 — -0.26 — -0.26
\ 4 L 4 u | 2 L 2 u u
Widow Allowance - 0.00 — 0.00 - 0.00 - 0.00 - -0.01 - 0.00 - - - -
L 4 L 4 L 4 4 [ L 4
Youth Allowance (Other) 0.00 0.00 0.00 0.00 0.08 -0.10 — -0.02 | -045 | -0.07 | -0.14 | -0.08 0.00 0.02 0.00 -0.02
® 6 ¢ o u [ u u u u n X 2 u * [
Youth Allowance 0.00 - 0.00 0.00 0.02 — 0.02 0.16 — 0.01 -0.04 0.00 - 0.00 0.00
(Student) 7S 'S TS m ] ] | | L 2 2 L 2
Total (aggregated) 0.00 0.00 0.00 0.00 0.18 0.05 - 0.24 -0.01 -0.20 0.20 0.04 0.00 -0.25 0.00 -0.25
® | 6| 6 o | u | u u | | * n * [
Key: @ ANAO recalculation matched reported result B ANAO recalculation did not match reported result? — No result for trimester

Note a: Positive figures mean ANAO’s recalculation was higher than reported result. Negative figures mean ANAQO’s recalculation was lower than reported result.
Source: ANAO analysis of DSS and Services Australia data using business rules provided.

Table A.8: ANAO revised verification of reported payment accuracy results?, by trimester and full year, 2018-19 to 2021-22, updated to
address weighting issues

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

ABSTUDY -0.03 - -0.28 -0.11 0.28 - - 0.28 -0.35 - 0.79 2.44 0.00 - 0.00 0.00
] ] ] ] ] ] ] ] ¢ L 4 2

Age Pension -0.11 0.00 -0.01 -0.03 -0.11 0.00 - -0.06 0.02 -0.03 0.09 0.07 0.00 0.00 0.00 0.00
] XS ] ] ] ¢ ] ] [ ] ] ¢ L 2 L 4 2

Austudy -0.01 - -0.01 -0.01 0.16 - 0.16 -0.49 - -0.08 1.10 0.00 - 0.00 0.00
] ] ] ] ] ] ] ] ¢ L 4 2




Payment

2018-19

2019-20

2021-22

Carer Allowance - 0.00 - 0.00 0.00 - 0.00 - -0.02 -0.02 - 0.00 - 0.00
4 4 L 2 4 L 2 L 2
Carer Payment 0.03 -0.01 0.01 0.01 0.28 0.03 - 0.15 -0.28 | -0.24 1.22 0.51 0.00 0.00 0.00 0.00
[ u [ u u [ u [ ] | | L 2 L 2 L 2 4
Disability Support 0.02 0.10 0.07 0.06 -0.09 0.01 - -0.04 0.01 -0.29 | -0.27 0.06 0.00 0.17 - 0.09
Pension | [ | | [ | [ | | [ | | | [ | [ | < | |
Family Tax Benefit 0.00 0.00 -0.05 | -0.03 0.09 0.00 - 0.04 0.04 0.01 -0.36 | -0.13 0.00 0.00 0.00 0.00
Y 3 Y 3 [ u u XS u [ [ | | L 2 L 2 L 2 4
JobSeeker Payment - - - - - - - - 0.08 -0.35 | -0.21 0.05 0.00 0.00 0.00 0.00
[ [ u n L 2 L 2 4 4
Newstart Allowance -0.02 | -0.02 0.1 0.03 -0.01 0.05 - 0.02 - - - - - - - -
| [ | | [ | [ | | [ |
Parenting Payment -0.03 0.13 0.09 0.07 1.37 0.31 - 0.86 0.56 -0.18 | -1.63 0.24 0.00 0.00 — 0.06
Partnered | [ | | [ | [ | | [ | | | [ | [ | < < |
Parenting Payment Single | 0.00 0.00 0.03 0.01 0.13 0.00 - 0.06 | -0.09 | 0.21 -0.1 0.07 0.00 0.00 - 0.02
¢ X 2 | [ | [ | < [ | | | [ | [ | < < |
Partner Allowance - 0.00 - 0.00 - 0.00 - 0.00 - -0.04 - 0.08 - - -
L 2 L 2 2 L 2 [ | ]
Sickness Allowance - -0.01 - -0.01 - -0.09 - -0.09 - - - - - - -
[ | [ | | [ |
Special Benefit - 0.00 - 0.00 - 0.19 - 0.19 - 0.04 - 0.04 - 0.00 - 0.00
2 L 2 | | | n 4 4
Widow Allowance - 0.00 - 0.00 - 0.00 - 0.00 - -0.01 - 0.00 - - -
L 2 L 2 2 L 2 L 2




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

Youth Allowance (Other) -0.02 0.00 -0.04 | -0.03 0.08 -0.10 - -0.02 | -1.01 -0.12 0.17 -0.17 0.00 0.00 0.00 0.00
| * | | | | | | u u | ® & | ¢ o
Youth Allowance 0.00 - -0.19 | -0.08 0.02 - 0.02 0.16 - -0.12 0.85 0.00 - 0.00 0.00
(Student) ¢ ] ] ] [ | [ | | | L 2 L 4 2
Total (aggregated) -0.04 | -0.01 0.00 -0.02 0.18 0.05 - 0.13 0.2 0.14 0.27 -0.61 0.00 0.02 0.00 -0.70
| | L 3 | | | | | | | | L 2 | L 2 |
Key: @ ANAO recalculation matched reported result Bl ANAO recalculation did not match reported result? — No result for trimester

Note a: Positive figures mean ANAQO’s recalculation was higher than reported result. Negative figures mean ANAOQO’s recalculation was lower than reported result.
Source: ANAO analysis of DSS and Services Australia data using business rules provided.



Appendix 12 ANADO verification of reported timeliness results

Table A.9:  ANAO initial verification of reported payment timeliness results?, by quarter, 2018-19 to 2021-22
Payment 2018-19 2019-20 2021-22

ABSTUDY 0 -1 -1 0 0 0 0 0 0.0 -0.1 -0.1 0.0 0.0 0.0 0.0 0.0
¢ = HE | & & & o o n n 4

Age Pension 0 0 0 0 0 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
® & 6 6 O O o o ® o

Assistance for Isolated Children 0 0 0 0 0 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
® & 6 6 O O o o ® o

Austudy 0 0 0 0 5 7 3 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
® 6 | & ¢ n | IR 2 L R 2

Bereavement Allowance 0 0 0 -1 0 0 0 - - - - - - - - -
® 6| 6 EH 6 o o

Carer Allowance -17 -7 -8 -7 -8 -16 -15 -7 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
u u u u u u n [ ® | & 6 6 O o o

Carer Payment -22 -8 -9 -8 -9 -19 -20 -8 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
E = | = | ® | g ®E = | = L R NN JEEE JHER SRR JRER ~

Crisis Payment -1 0 -1 -1 -1 -1 -1 0 0.4 0.6 0.5 0.6 0.6 0.0 0.0 0.0
| < | [ | | | [ | 0 [ | | | [ | | 0 0 0

Dad and Partner Pay 0 0 0 0 0 0 0 0 0.5 0.5 0.5 0.3 0.5 0.7 0.2 0.3
® & 6 6 O 6 o o n u u | u u u [

Disability Support Pension -33 -28 -28 -27 -33 -35 -34 -25 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
u E | = E | = u H  H | & | & & &6 o o o o

Family Tax Benefit 0 0 0 0 0 0 0 0 0.3 0.3 0.2 0.1 -18.8 | -15.8 | -23.6 | -13.1
L JER ZEER JREE SEER SREE SRR SEEE S [ | [ | | ] ] ] ]

JobSeeker Payment - - - - - - 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

® & O O 6 O O O o o




Payment 2018-19 2019-20 2021-22

Low Income Health Care Card? 0 0 0 0 0 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -0.1
® 6 6 6 O O 0 o ® | & 6 o ¢ n

Mobility Allowance 0 0 0 0 0 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
® 6 6 6 O O 0 o ® & 6 & o o

Newstart Allowance 0 0 0 0 2 7 12 - - - - - - - - -
® & o o = u u

Paid Parental Leave 0 0 0 0 -1 0 0 0 04 04 04 0.3 0.3 0.5 0.2 04
® & 6 6 B 6 6 o = = u _ I | m [

Parenting Payment Partnered 0 0 0 0 0 0 0 0 -0.1 -0.1 0.0 0.0 0.0 0.0 0.0 0.0
® & 6 6 O ¢ o o & =

Parenting Payment Single 0 0 0 0 0 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
® & 6 O O O O O o o

Pensioner Education Supplement -1 -1 0 0 0 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
HE  H | ¢ & & & o6 o o o

Sickness Allowance 0 0 0 0 0 0 0 - - - - - - - - -
® & 6 O o o o

Special Benefit 0 0 0 0 1 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
® & 6 O H 6 6 O O O O O O O o o

Stillborn Baby Payment 0 0 0 0 0 0 -1 0 0.1 0.2 0.2 0.8 -7.5 -8.2 04 1.3
® & o6 ¢ o ¢ ® O x| = u _ I | m u

Youth Allowance (Other) 0 0 0 2 5 -3 10 1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Y N HE E H EH HEH 6 6 | ¢ o o o

Youth Allowance (Student and 0 0 -1 2 9 13 4 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Apprentice) < < [ | [ | [ | [ | | L 4 L 4 2 L 2 2 L 2 4

Key: @ ANAO recalculation matched reported result Bl ANAO recalculation did not match reported result® — No result for quarter

Note a: While the Low Income Health Care Card is not a welfare payment, it is included in bilateral payment timeliness reporting.
Note b: Positive figures mean ANAQO’s recalculation was higher than reported result. Negative figures mean ANAQO’s recalculation was lower than reported result.
Source: ANAO analysis of DSS and Services Australia data using business rules provided.



Table A.10: ANAO revised verification of reported payment timeliness results?, by quarter, 2018-19 to 2021-22, updated to address errors in
business rules identified by ANAO

Payment 2018-19 2019-20 2021-22

ABSTUDY 0 0 0 0 0 0 0 0 0.0 -0.1 -0.1 0.0 0.0 0.0 0.0 0.0
® | O O O O O o o | ]

Age Pension 0 0 0 0 0 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
® | O O O O O o o L SR 2

Assistance for Isolated Children 0 0 0 0 0 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
® | O O O O O o o L SR 2

Austudy 0 0 0 0 0 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
L JBEE JHER JEER JNER JEER JNER SNER 2 L SR 2

Bereavement Allowance 0 0 0 -1 0 0 0 - - - - - - - - -
® & & EH ¢ o o

Carer Allowance 0 0 0 0 0 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
® & 6 O O o o o ® o

Carer Payment 0 0 0 0 0 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
® & 6 O O o o o ® o

Crisis Payment -1 0 -1 -1 -1 -1 -1 0 0.4 0.6 0.5 0.6 0.6 0.0 0.0 0.0
[ | 0 | [ | | | [ | < | [ | [ | | |

Dad and Partner Pay 0 0 0 0 0 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
® & 6 O O o o o

Disability Support Pension 0 0 0 0 0 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
® & 6 O O o o o

Family Tax Benefit

¢o
¢o
¢o
¢o
¢o
¢o
¢o
P

JobSeeker Payment - - - - - -

®o
¢ o




Payment

Low Income Health Care Card? 0 0 0 0 0 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 -0.1
® | O O O O O o o ¢ =
Mobility Allowance 0 0 0 0 0 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
® | O O O O O o o L SR 2

Newstart Allowance

¢o
¢o
¢o
¢o
¢o
¢o
¢o

Paid Parental Leave 0 0 0 0 -1 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
L JEER JEEE JEEE JHEN BEER JEER SRER JNER SRR ~

Parenting Payment Partnered 0 0 0 0 0 0 0 0 -0.1 -0.1 0.0 0.0 0.0 0.0 0.0 0.0
® 6 6 6 O O & O == = 2

Parenting Payment Single 0 0 0 0 0 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
® | & 6 6 6 6 O O o o 4

Pensioner Education Supplement -1 -1 0 0 0 0 0 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
H | H | & & & & o6 o o o 4

Sickness Allowance

¢o
¢o
¢o
¢o
¢o
¢o
¢o

Special Benefit 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

¢o
¢o
¢o
¢o
¢o
¢o
¢o
P

® o
Stillborn Baby Payment 0 0 0 0 0 0 -1 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
o & & 0 6 o H 0 0 0o
Youth Allowance (Other) 0 0 -1 -2 5 -3 10 4 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
® ¢ n ] ] ] ] " ¢ o
Youth Allowance (Student and 0 1 0 2 9 13 4 1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Apprentice) L 2 [ | L 2 [ | [ | [ | | | L L 2 L
Key: @ ANAO recalculation matched reported result m ANAO recalculation did not match reported result® — No result for quarter

Note a: While the Low Income Health Care Card is not a welfare payment, it is included in bilateral payment timeliness reporting.
Note b: Positive figures mean ANAQO’s recalculation was higher than reported result. Negative figures mean ANAO’s recalculation was lower than reported result.
Source: ANAO analysis of DSS and Services Australia data using amended business rules (adjusting for errors identified by ANAO, discussed in paragraph 4.51).
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