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Glossary

Business
Alliance
Agreement
(BAA)

Business
Partnership
Agreement
(BPA)

Complex
Assessment

Complex
Assessment

Officer (CAO)

CAOQO Toolbox

Customer

Service Officer

(CSO)

Original

Decision Maker

(ODM)

FaCSIA/Centrelink Business Alliance Agreement 2004-2008.
This document provided the basis for the relationship
between FaCSIA and Centrelink during the period of
fieldwork for this audit.

FaCSIA/Centrelink ~ Business ~ Partnership ~ Agreement
2006-2010. This new BPA replaces the BAA 2004-2008 and
redefines the relationship, objectives, principles,
mechanisms and respective roles and responsibilities of
both organisations in delivering government outcomes.

A social security assessment, whether it be a new claim for
payment, or a re-assessment of an existing entitlement,
where the claimant has involvement in business or other
income generating structures, or has ownership of assets,
which are classified as complex by Centrelink guidelines.
The assessment must be referred to a Complex Assessment
Officer for processing.

A specialist Centrelink officer responsible for processing
the complex component of social security assessments.

An on-line internal Centrelink database which measures
the performance and activities of CAOs.

A Centrelink officer responsible for providing service to
Centrelink’s customers in both Customer Service Centres
and Call Centres. This includes processing the non-
complex components of new claims and re-assessments for
social security programmes, as well as answering
customer queries.

The Centrelink officer who undertook the initial
assessment or re-assessment of a customer’s claim for
entitlement for a social security payment.

ANAO Audit Report No.26 2006-07
Administration of Complex Age Pension Assessments

7



Quality On-Line
(QOL)

Random Sample
Survey (RSS)

Scriptor

Centrelink’s on-line quality control tool, where either five
per cent or 100 per cent of a CAO’s work, depending on
their experience, is referred to a qualified officer, who
checks for accuracy.

A mechanism for measuring the accuracy of Australian
Government outlays, used by the Department of Families,
Community Services and Indigenous Affairs, through
Centrelink, where a sample of customer records is drawn
to verify the customer’s entitlements.

A work-flow tool developed by Centrelink which aims to
standardise and automate processes used by Centrelink
officers to enter customer data into the Centrelink on-line
systems. A scriptor can also assist Centrelink officers with
producing pre-scripted documents to be placed on the
customer’s record.
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Summary

Background

1. The Age Pension is Australia’s largest social security programme
delivering approximately $22 billion to 1.9 million Australians in 2005-06. The
Age Pension programme is administered by Centrelink on behalf of its client
agency the Department of Families, Community Services and Indigenous
Affairs.

2. The Age Pension is available to people of Age Pension age!, if they
meet a range of eligibility criteria established in social security legislation.? It
can be a complex task for Centrelink to determine whether an individual has
met these eligibility criteria, and what their level of payment should be.

3. Typically the complexity of assessing an individual’s claim?® to an Age
Pension payment is related to his or her level of income and assets, and in
particular whether they have any involvement in business structures such as
trusts and companies. Centrelink often refers to assessments of people with
income generating assets, or income from business holdings, as complex
assessments. These types of assessments represented 7.8 per cent of total Age
Pension assessments undertaken over the period 1 July 2005 to 31 July 2006.

4. Complex Assessments require processing by a specialist Centrelink
officer known as a Complex Assessment Officer (CAO). CAOs are expected to
possess advanced knowledge of business structures and general-purpose
financial reports, and to be able to apply their knowledge of these issues to
Social Security Law to assist in determining a customer’s entitlement.
Accordingly, they are experienced officers with a skill-set that allows them to
undertake often complex analytical work.

5. There are four elements to the role of CAOs within the Centrelink
network: assessing and processing complex customer cases; providing

In the financial year 2006-07, the qualifying age for men was 65, and for women 63 years. On
1 July 2007, the qualifying age for women will increase to 63.5 years and will progressively increase to
65 years by 2014.

2 Social Security Act 1991 (Cth), Social Security Administration Act 1999 (Cth), and Social Security
(International Agreements Act) 1999 (Cth).

Age Pension claims include new claims and re-assessments. New Claims are claims for an Age Pension
payment by an individual who has never previously received such a payment. A re-assessment involves
Centrelink staff considering how an Age Pensioner’s changed circumstances may affect their level of
entitlement.
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leadership within the offices where they are located; providing a consultancy
service to other Centrelink staff; and training other Centrelink staff to identify,
refer or assess complex entitlements. Technical assessment is the CAOs” major
role, accounting for approximately 75 per cent of their workload.

6. As of October 2006, there were 166 CAOs distributed throughout the
Centrelink network. CAOs processed around 93 000 cases between 1 July 2005
and 31 May 2006, of which nearly half (46 000) were complex Age Pension
assessments. CAOs typically assess cases across social security programmes,
rather than specialising in a particular programme, such as Age Pension. This
is because the core assessment requirements (especially calculation of income
from companies and trusts) are common across programmes.

7. The ANAO has identified in previous audits of social security
payments that complex assessments pose a significant business risk to
Centrelink in terms of ensuring the correctness of payments to customers.* The
ANAO has also identified previously, that CAOs can make a positive
contribution to mitigating this business risk, by ensuring a correct calculation
of the customer’s entitlement through the application of their specialist
knowledge of business structures and social security legislation.

Audit Approach

8. The objective of the audit was to examine the effectiveness of
Centrelink’s administration of complex assessments of customer entitlements
for the Age Pension programme, particularly through the use of Complex
Assessment Officers.

9. The audit focused on Centrelink’s ability to effectively manage its
current level of Age Pension customers requiring complex assessments, as well
as its ability to plan for the projected future increases in this type of customer.
The audit considered Centrelink’s administration of complex Age Pension
assessments across the Centrelink network, however, there was a greater focus
on Areas with higher levels of Age Pension customers.®

4 ANAO Audit Report No. 34 2000—2001 Assessment of New Claims for the Age Pension by Centrelink
and ANAO Audit Report No. 17 2002-2003 Age Pension Entitlements.

®  ANAO Audit Report No.34 200001 op., cit. pp. 79-80.

Fieldwork was conducted between March and May 2006, in Area East Coast (NSW), Area Hunter
(NSW), Area Western Australia, Area South Australia and Area Brisbane. The audit team also visited
Area Tasmania to interview the National CAO Coordinator.
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Summary

10. The audit focused on complex assessments for the Age Pension
programme for two main reasons. Firstly, the ANAO had previously
undertaken audits on the processing of Age Pension claims, and sought to
examine Centrelink’s progress towards rectifying issues identified in these
audits relating to the processing of complex assessments. Second, the Age
Pension programme presents Centrelink with a number of challenges relating
to the processing of complex claims in the future, due to Australia’s ageing
population.”

Overall audit conclusion

11. In 2005-06, Centrelink processed around 50 000 complex Age Pension
assessments, consisting of both new claims for the Age Pension and
re-assessments of existing entitlements, involving annual payments of
approximately $400 million. These assessments pose a significant business risk
to the integrity of related outlays administered by Centrelink. To mitigate this
risk, Centrelink uses specialist officers known as CAOs to process these claims.

12. Monitoring the effectiveness of treatments to mitigate risk is a key
element in the application of risk management.® To allow Centrelink (and
others) to reach an informed and accurate assessment of the effectiveness of
CAOs in reducing the risk that complex Age Pension assessments will not be
undertaken correctly, it is important for Centrelink to have access to reliable
performance information regarding the work of CAOs, and the contribution
they are making to the accurate processing of complex Age Pension
assessments.

13. However, due to deficiencies in mechanisms for measuring payment
correctness, timeliness and efficiency of complex Age Pension assessments,
limited reliable performance information about the effectiveness of CAO’s is
currently available. In this circumstance, Centrelink’s capacity to monitor the
effectiveness of its risk management approach to these assessments is reduced.

14. Ongoing review is essential to ensure that the risk management
approach of using CAOs remains relevant® in supporting the efficient, effective

In the future, Centrelink will face a steadily increasing stream of Age Pension customers requiring
complex assessments of their claims, due to an increase in the number of people reaching Age Pension
age, and the proportion of these people possessing income generating assets and superannuation.

8 See Australian/New Zealand Standard: Risk Management, AS/NZS 4360:2004, Standards
Australia/Standards New Zealand, p. 22.

° ibid.
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and timely processing of complex Age Pension assessments. The ANAO noted
that:

J Centrelink could not determine whether the use of specialist CAOs was
a more cost effective means of assessing complex entitlements than the
previous approach of using generalist CSOs, which was criticised by
the ANAO in a previous audit tabled in June 2001;°

o while the role of CAOs is similar throughout Centrelink, there are a
number of different structures for administering CAOs in its network,
and it is not clear which model best suits particular circumstances; and

J there is expected to be a strong growth in the number of complex Age
Pension assessments in the near future but none of Centrelink’s Area
Offices has developed succession planning strategies to ensure
adequate numbers of CAOs in the future.

15. Notwithstanding that limited reliable performance information is
currently maintained, the ANAO considers it likely that CAOs are contributing
to more accurate processing of complex Age Pension assessments. Throughout
the ANAO’s programme of fieldwork interviews, CAOs impressed as being
knowledgeable in their field, and were highly regarded by other Centrelink
staff for their expertise and contribution to processing complex assessments, as
well as providing training and internal consulting services.

Key Findings

Monitoring the performance of Complex Assessment Officers
(Chapter 2)

16. Centrelink had limited data to measure the effectiveness and efficiency
of complex assessment processing by CAOs. Limitations in monitoring the
performance of CAOs undertaking complex Age Pension assessments mainly
comprised:

. a lack of adequate measures of the level of payment correctness for
claims assessed by CAOs as compared to claims processed by CSOs;

J a lack of timeliness data for complex Age Pension assessments that
could gauge the contribution of CAOs to Centrelink’s achievement of

1 ANAO Audit Report No. 34 2000-2001, op. cit.
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internal timeliness key performance indicators (KPIs) for the Age
Pension programme; and

o an absence of measures of CAQO'’s efficiency or productivity.

17. There are opportunities available to improve Centrelink’s capacity to
determine the impact CAOs have on the processing of complex assessments,
through improvements to the agency’s performance measurement systems,
especially the CAO Toolbox" and the Random Sample Survey.? Such
improvements could allow for the accurate measurement and reporting at a
national level on the quality, timeliness, and efficiency of CAOs.

18. Centrelink advised the ANAO that it intends to introduce a new
version of the CAO Toolbox in March 2007. The new version should be able to
produce national level reports on CAO performance relating to timeliness, and
efficiency. However, the ANAO notes that improvements to the system of this
kind cannot by themselves address the separate issue identified in this audit
related to inaccuracy of data in the system caused by CAOs failing to enter
performance data into the Toolbox, or incorrectly entering data. Further work
is needed to improve the controls around the capture of this data.

19. The Random Sample Survey (RSS) is the primary mechanism
established by Centrelink’s key purchaser departments (FaCSIA, the
Department of Employment and Workplace Relations and the Department of
Education, Science and Training) to measure the accuracy of outlays on social
security payments administered by Centrelink. The RSS provides point-in-time
analysis of a sample of customers’ circumstances designed to establish whether
customers are being correctly paid across programmes delivered by
Centrelink, including the Age Pension programme.’* However, the sample
does not distinguish between complex and non-complex cases for any
programme. Therefore, it is not possible to separately gauge the correctness of
complex Age Pension entitlements that CAOs had assessed using RSS data.

20. The ANAO examined the latest full year RSS data available for the Age
Pension programme as a whole. This related to the 2004-05 financial year. The
RSS results indicated that around half of all Age Pension cases checked as part

The CAO Toolbox is an on-line data system that consists of a number of data variables that aim to
measure both activity and performance of CAOs.

Paragraph 19 describes the Random Sample Survey.

The ANAO conducted a performance audit of the Random Sample Survey Programme in 2005-06. See
Audit Report No.43 2005-06, Assuring Centrelink Payments — the Role of the Random Sample Survey
Programme, May 2006.
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of the RSS process in 2004-05 contained one or more errors, with 30 per cent of
all cases having an error that resulted in an incorrect payment. These findings
were similar to those from the 2000-01 Age Pension RSS. ANAO Audit Report
No. 17 2002-2003 Age Pension Entitlements reported that ‘according to the
2000-01 Age Pension RSS undertaken by FaCS and Centrelink, 28 per cent of
Age Pensioners were receiving an incorrect entitlement.”’* The findings of
similar high rates of incorrect payment for both periods suggests that
Centrelink would benefit from further analysis of errors in Age Pension
assessment, including for complex cases.'

21. Centrelink classifies error into two main categories; customer error and
administrative error. Error identified as a result of the RSS is attributed to
customer error where the incorrect rate paid to the customer, or the incorrect
information recorded on the customer file, can be shown to be the result of
action or inaction by the customer. Administrative error is attributed to three
categories: Centrelink staff error’®, Systems error” and Legislation/Guide
error.'8

22. In the 2004-05 RSS, the 745 reviews with error contained 1 212 errors.?
Of the 1212 errors, 91 (7.5 per cent) were administrative errors which resulted
in an incorrect payment to the customer. The remainder of errors which
resulted in incorrect payments to customers (497) were due to customer error.?

23. The ANAO has identified in previous audits that ‘Centrelink is
responsible for the integrity of its outlays as a whole, and should not adopt a
narrow definition of its responsibilities through attributing error.”?" As well,
the Allen Consulting Group, in conducting a 2004 review of Centrelink’s

' ANAO Audit Report No. 17 2002-03, op. cit., p. 41.

If the accuracy of complex cases increased between 2000—01 and 2004-05, then the accuracy of less
complex cases must have dropped.

Where the incorrect rate paid to the customer, or the incorrect information recorded on the customer file,
can be shown to be the result of action or inaction by Centrelink staff.

Where the incorrect rate paid to the customer, or the incorrect information recorded on the customer file,
can be shown to be the result of a computer system error.

Where the incorrect rate can be shown to be the result of anomalies in the legislation and/or the Guide
that Centrelink staff have access to.

A customer can have more than one error in his/her record, hence the total number of errors (1 212) is
greater than the number of reviews with error (745).

% The median value of customer debt for the Age Pension programme was $27, with an average value of

$926.

I ANAO Audit Report No. 17 2002-03, op. cit., p. 56, and ANAO Audit Report No.43 2005-06, op. cit.,
p. 58.
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compliance processes for the then Department of Family and Community
Services, advised Centrelink against discounting the importance of
administrative error that does not contain a dollar impact.?

24, In this context, the ANAO notes that Centrelink has taken steps aimed
at addressing the issue of customer error across its programmes, including for
complex Age Pension assessments, notably:

e the introduction of regular account statements sent to customers outlining
Centrelink’s records of their income and assets;

e on-line services which allow customers to view, and in some cases update,
their income and asset information held by Centrelink;

e an automated review of customers’ income streams from financial
institutions; and

e seminars on financial planning and articles in relevant newsletters.

Business processes supporting complex Age Pension
assessments (Chapter 3)

25. In order to accurately assess the increasing number of complex Age
Pension assessments, Centrelink requires efficient and effective business
processes, which support CAOs to apply the various legislation and policy
guidelines governing the payment of Age Pension entitlements.

26. Centrelink has developed, and made available to relevant staff, a list of
circumstances that it defines as complex and which staff were advised must be
referred to a CAO. CSOs follow the guidance on this list and appropriately
refer complex cases to CAOs in most instances, especially the most common
cases, such as those involving companies and trusts. However, the ANAO
found that some of the less common complex cases are often not being referred
to CAOs as required by National Support Office guidelines, or are not
adequately covered by supplementary guidelines that Centrelink’s Area
Support Offices are responsible for providing.

27. The ANAO found that Centrelink had made significant improvements
in the referral processes for complex assessments since the ANAO had
previously examined the issue in 2000-01 and 2002-03.2* The main process

2 The Allen Consulting Group, FACS and Centrelink: Compliance Review, Final Report, January 2004,

p. 43.
% ANAO Audit Report No. 34 20002001, op. cit., and Audit Report No. 17 2002-03, op. cit.
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improvement was the introduction of a referral scriptor. The scriptor is an
on-line workflow tool developed by Centrelink to standardise and automate
processes used by CSOs to refer complex claims to CAOs.

28. Throughout 200506, Centrelink introduced a new business model that
significantly reformed the way it delivers services. The model divides
Centrelink’s operations into four business lines: Working Age Participation;
Families and Child Care; Business Integrity; and Seniors, Carers and Rural,
which includes the Age Pension programme. Each of Centrelink’s Area
Support Offices** have adopted structures to support the operation of these
business lines that the management of the particular Area considers best suited
their Area’s individual needs.

29. The introduction of Centrelink’s new business model resulted in
changes to the management of CAOs, with four distinct models evident in the
five Areas visited by the ANAO during fieldwork for this audit. The ANAO
noted that each of the Area structures adopted for processing complex Age
Pension assessments had advantages and disadvantages for the successful
operation of CAOs. Centrelink has not analysed each structure to determine
whether there would be benefits in introducing standardised arrangements to
facilitate efficient processing of complex assessments, having regard to the
operating environment of each Area.

30. The main internal control mechanism for CAOs is the Quality On-Line
(QOL) checking system. The QOL system is an on-line quality tool which
automatically selects a sample® of each CAO’s work.? The sampled work is
then referred to a qualified QOL checker? to have its quality assessed. If an
error is identified, the work is referred back to the CAO for rectification, and
feedback is provided to the CAO by the QOL checker.

31. The ANAO found that while Centrelink has introduced changes to the
QOL checking process in recent years, there remain some shortcomings in its

% Centrelink has a total of 15 Area Support Offices.

% Foran inexperienced CAO, 100 per cent of their work is selected for QOL checking. For an experienced

CAO, five per cent of their work is selected for QOL checking.

% The QOL system is not limited in its use to CAOs. It is the main quality control tool for all Centrelink staff

processing customer casework.

" In the case of CAOs, a QOL checker is an experienced CAO who has undergone the appropriate training

in applying the QOL tool. They are located in same Centrelink Area as those they are checking, and
depending on the business model, may be located in the same CSC, group of CSCs, cluster of CSCs or
Area Office.
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capacity to provide adequate quality control over complex Age Pension
assessments. In particular:

. QOL is still not easily applied to specialist tasks such as complex Age
Pension assessments, as it does not cover all of the major tasks
undertaken by CAOs.?® As a result, QOL checkers must voluntarily
check the processes that QOL does not cover. This approach is likely to
lead to inconsistent effectiveness of QOL as an internal quality control
tool for complex Age Pension assessments; and

J there was an absence of ‘check the checking” procedures® for complex
Age Pension assessments, which test the adequacy and accuracy of
QOL checks conducted by CAOs.

32. In light of these findings, the ANAO considers that Centrelink should
review how QOL is applied to complex Age Pension assessments, and
introduce any identified improvements that would strengthen controls to the
correctness of complex Age Pension assessments.

Resourcing Complex Assessment Officers (Chapter 4)

33. To support efficient, effective and timely processing of complex Age
Pension assessments, Centrelink requires adequate numbers of CAOs to be
appropriately positioned throughout its network. CAOs in the Centrelink
network are managed primarily through individual Area Support Offices.
Each Area Office is responsible for developing the resource strategies that
determine the number of CAOs to be employed in the Area and their
distribution. As each Area contains different numbers of customers requiring a
complex assessment, the resourcing of CAOs differs between Areas.

34. Figure 1 demonstrates that there was considerable variation in the
numbers of CAOs employed per Area, even after adjusting for differences in
the number of complex assessments processed within each individual Area for
all programmes.

*  Examples of processes undertaken by CAOs which are not covered by the QOL tool include: ensuring

the appropriate financial statements of a trust and/or company have been applied; the correct information
has been drawn from these statements; and the appropriate documentation has been examined when
assessing a customer who holds interests in a self-managed superannuation fund.

% ‘Check the checking’ is a control mechanism applied to CSO work, where a sample of work that has

been QOL checked, is re-checked to assure the integrity of the QOL process.
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Figure 1

Number of CAOs compared to caseload of complex assessments” per
Area 2005-06
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Notes: A) Includes all complex assessments, not just Age Pension programme complex assessments as
Centrelink advises that it is currently unable to disaggregate this data to the programme level.

B) East Coast-Area East Coast (NSW); SE Vic—Area South East Victoria; Bris—Area Brisbane;
SA-Area South Australia; APC-Area Pacific Central (NSW); West Vic—Area West Victoria;
NC Vic—Area North Central Victoria; WA—Area Western Australia; Sth West—Area South West
(NSW); Hunter—Area Hunter (NSW); CNQ-Area Central and North Queensland; West NSW—
Area West (NSW); Sth Metro—Area South Metro (NSW), ANA—-Area North Australia (WA and
NT).

Source: ANAO analysis and data provided by Centrelink.

35. During fieldwork, the five Area Support Offices visited by the ANAO
advised that they determined the number of CAOs for the forthcoming year
mainly on the basis of existing numbers, sometimes reduced in line with
achieving an efficiency dividend.*

36. After a peak of around 223 CAOs in the Centrelink network during
2002-03, the number of CAOs remained relatively stable at around 180 until

mid-2005, when the number began to decrease. The current number of CAOs
is 166.

37. The circumstances of Age Pensioners who receive less than the
maximum rate are generally more complex to assess than the circumstances of
those customers who qualify for the full rate of pension. There is evidence that

% An efficiency dividend for CAOs involves reducing the overall number of CAOs for an Area, while

increasing the workload for the remaining CAOs. Efficiency dividends can be applied by Areas where
there has been a reduction in overall funding for that Area for the next financial year.
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Summary

Centrelink’s complex Age Pension entitlements assessment caseload will
increase substantially in coming years as the overall numbers of recipients of
Age Pension payments increases while the proportion of Age Pension
recipients who qualify for the maximum rate of pension decreases.

38. The Treasurer highlighted this expected future trend in the
Intergenerational Report 2002—-03, where he stated:

In the future, the key driver of Age Pension spending is likely to continue to be
the increase in the population in the eligible age range..... In addition, the
proportion of pensioners receiving a full Age Pension is also projected to
decline, while the proportion with a part Age Pension will increase
significantly. These restraining factors reflect the impact of the maturing
superannuation system, which both encourages and requires greater self
provision for retirement.3!

39. From 20 September 2007, the pension assets test taper rate will be
halved.®2 These changes are expected to significantly increase the number of
people eligible for a part Age Pension. The ANAO considers that the trends
identified by the Treasurer in the 2002-03 Intergenerational Report are likely to
be accelerated by these policy changes announced in the 2006-07 Federal
Budget as part of the Government’'s A Plan to Simplify and Streamline
Superannuation.®

40. Despite this likely trend, none of Centrelink’s 15 Area Support Offices
has developed succession planning strategies for CAOs. It would be prudent
for all Centrelink Area Support Offices to implement a succession planning
regime that considers the likely number of CAOs required, their continuing
role and the best sources for the recruitment of CAOs.

¥ The Honourable Peter Costello MP, 2002-03 Budget Paper No.5, Intergenerational Report 2002—03,

p. 42.

% Under the existing pension assets test taper rate, $3 per fortnight in pension is withdrawn for every

$1 000 in assets above the relevant threshold. Under the new pension assets test taper rate to apply
from 20 September 2007, recipients only lose $1.50 per fortnight of pension for every $1 000 in assets
above the relevant threshold. This would allow a single retiree homeowner to have around an additional
$165 000 of assets before losing the Age Pension, while a couple could have around $275 000 of
additional assets (not including the family home) before losing the Age Pension.

% Accessed on Treasury website, 21 November 2006 at, <http:/simplersuper.treasury.gov.au/default.asp>.
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Recommendations

41. The ANAO made four recommendations aimed at improving
Centrelink’s administration of complex Age Pension assessments. These
recommendations are also relevant to complex assessments undertaken for
other programmes delivered by Centrelink.

Centrelink response

42. Centrelink welcomes the report and agrees with the four
recommendations. Implementation of these recommendations will strengthen
the management of CAOs and enhance the administration of complex Age
Pension assessments.
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Recommendations

Recommendation
No. 1

Para. 2.43

Recommendation
No. 2

Para. 3.15

Recommendation
No. 3

Para. 3.31

The ANAO recommends that Centrelink further
improves its performance measurement system so that it
accurately measures the key elements of CAO
performance in undertaking complex Age Pension
assessments, including payment correctness, timeliness,
and efficiency.

Centrelink response: Agreed.

The ANAO recommends that Centrelink takes further
steps to assist relevant staff in applying a consistent
definition of complex assessments when deciding
whether complex elements of Age Pension assessments
should be referred to a CAO for processing by:

(a) emphasising to CSOs of the need to follow
relevant guidelines that have been set by
Centrelink’s National Support Office; and

(b) oversighting the development by Area Support
Offices of appropriate directions to CSOs for
those potentially complex assessments that are
not covered by National Support Office
guidelines.

Centrelink response: Agreed.

The ANAO recommends that Centrelink analyse the
range of current Area business structures in place for
processing complex Age Pension assessments, to
determine whether there are benefits in introducing
standardised arrangements to facilitate efficient
processing of complex assessments, having regard to the
operating environment of each Area.

Centrelink response: Agreed.
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Recommendation
No. 4

Para. 4.27

Given the expected growth in complex Age Pension
cases, the ANAO recommends that Centrelink develops
and implements strategies to ensure that there will be
sufficient suitably trained and skilled staff available to
undertake the CAO role across the Centrelink network.

Centrelink response: Agreed.
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Audit Findings
and Conclusions
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1. Introduction

This chapter provides an overview of complex customer assessments for the Age
Pension Programme, the potential for growth in complex Age Pension assessments, the
audit approach, and the structure of the report.

Background

1.1 The Age Pension programme is Australia’s largest social security
programme and represents around one third of all social security payments
provided by the Australian Government. In 2005-06, approximately 1.9 million
Australians received an Age Pension payment, at a total cost of approximately
$20.7 billion.** The Age Pension programme is delivered by Centrelink on
behalf of its client agency, the Department of Families, Community Services
and Indigenous Affairs (FaCSIA), through a Business Partnership
Agreement.®

1.2 The Age Pension is available to people of Age Pension age®, if they
meet a range of eligibility criteria established in social security legislation.? It
can be a complex task for Centrelink to determine whether an individual has
met these eligibility criteria, and what his/her level of payment should be.

1.3 The complexity of assessing an individual’s claim® to an Age Pension
payment is generally related to his/her level of income and assets, and in
particular whether he/she has any involvement in business structures such as
trusts and companies. In such cases, Centrelink officers must thoroughly
examine the customer’s circumstances, and sometimes calculate the customer’s
rate®, to ensure that he/she receives the correct payment under the legislation.

% FaCSIA, Annual Report, 2005-06, p. 104.

% The FaCSIA/Centrelink Business Partnership Agreement 2006-2010 was signed on 5 October 2006.
Prior to this, the relationship between FaCSIA and Centrelink was defined through the
FaCSIA/Centrelink Business Alliance Agreement 2004—-2008.

% In the financial year 2006-07, the qualifying age for men is 65, and for women 63 years. On July 1 2007,

the qualifying age for women will increase to 63.5 years and will progressively increase to 65 years by
2014

% Social Security Act 1991 (Cth), Social Security Administration Act 1999 (Cth), and Social Security
(International Agreements Act) 1999 (Cth).

% Age Pension claims include new claims and re-assessments. New Claims are claims for an Age Pension

payment by a person who has never previously received such a payment. A reassessment involves
Centrelink staff considering how an Age Pensioner’s changed circumstances may affect their level of
entitlement.

¥ As opposed to automatic assessment by Centrelink’s payment system.
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1.4 Centrelink often refers to assessments of people with income
generating assets, or income from business holdings, as complex assessments.
Appendix 1 lists the main types of assessments that Centrelink classifies as
complex.

1.5 Centrelink advised the ANAO that over the period 1 July 2005 to
31 May 2006, 46 000 complex Age Pension assessments were undertaken by the
agency representing some 8.5 per cent of all Age Pension assessments
undertaken during that period. This means that the vast majority of Age
Pension assessments were considered relatively straightforward and able to be
processed by Customer Service Officers (CSOs) located in Customer Service
Centres and Call Centres.

1.6 Previous ANAO audits of social security payments by Centrelink
identified that the more complex a customer’s circumstances, the greater the
likelihood that Centrelink will make an incorrect assessment of the customer’s
claim.# An incorrect assessment of a new claim, or a change in a customer’s
circumstances, can have one of two main consequences. The customer can be
underpaid (that is, Centrelink owes them money) or the customer can be
overpaid (that is, the customer incurs a debt to Centrelink). In either case,
rectifying incorrect assessments involves rework, which can be costly for both
Centrelink and the customer.

1.7 Centrelink has recognised the risks to quality service delivery arising
from the ongoing challenge of correctly assessing customers’ circumstances.
Accordingly, the agency has invested in approaches that seek to maximise the
potential that a correct assessment will be achieved at the outset for all
customers, including those with complex circumstances. A key element of
Centrelink’s approach to undertaking complex assessments in the Age Pension
programme is the Complex Assessment Officer (CAO) role. CAOs are
specialist Centrelink officers whose responsibility is to process the complex
component of social security assessments, including Age Pension assessments.

Complex Assessment Officers

1.8 CAOs are expected to possess advanced knowledge of business
structures and general-purpose financial reports, and to be able to apply their
knowledge of these issues to Social Security Law to assist in determining a

40 ANAO Audit Report No. 34 2000—2001, op. cit., and Audit Report No. 17 2002-03, op. cit.
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Introduction

customer’s entitlement. Accordingly, they are experienced officers with a
skill-set that allows them to undertake often complex analytical work.

1.9 There are four elements to the role of CAOs within the Centrelink
network including:

. assessment—to process complex customer cases, including conducting
customer interviews;

. leadership—to provide leadership within the Customer Service
Centres and Area Offices where they are located;

J consultancy role—to provide a consultancy service to other Centrelink
staff such as Authorised Review Officers and Financial Information
Service Officers, as well as liaising with the financial services sector on
the interpretation of policy; and

. training—to train Centrelink network staff and provide input into the
development of training materials.

1.10 Of these, the technical assessment role is the CAOs’ major role,
accounting for an average 74 per cent of their workload according to current
available data in Centrelink.*

111  As of October 2006, there were 166 CAOs distributed throughout the
Centrelink network. Figure 1.1 reflects the distribution of complex casework
across the various programmes that Centrelink administers. Figure 1.1 also
shows that the Age Pension programme is the major programme generating
work for CAOs with complex Age Pension assessments comprising 49 per cent
(47 160) of the 96 246 cases processed by CAOs between 1 July 2005 and
30 June 2006.

“!" Data provided by Centrelink sourced from the CAO Toolbox database.
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Figure 1.1

Distribution of casework undertaken by CAOs between 1 July 2005 and

30 June 2006
(0{,1-1¢
16%

PPS & PPP Age Pension
17% 49%

DSP
(3

Notes: DSP — Disability Support Pension, PPP — Parenting Payment Partnered,
PPS — Parenting Payment Single.
Source: ANAO analysis and data provided by Centrelink.

Potential for growth in complex Age Pension
assessments

112 In the Intergenerational Report 2002-2003%, the Treasurer projected
substantial growth in the number of persons reaching the Age Pension age®,
and consequently, the amount of expenditure on the Age Pension programme
over the next 30 years.* Figure 1.2 illustrates the future trends over the period
2006—2042 for the total number of persons of Age Pension age*, and the

“2" The Honourable Peter Costello MP, 2002-03 Budget Paper No.5, Intergenerational Report 2002—03,
pp. 44 — 45.

*In the financial year 2006-07, the qualifying age for men was 65, and for women 63 years. On

July 1 2007, the qualifying age for women will increase to 63.5 years and will progressively increase to
65 years by 2014.

“ When a person is of Age Pension age, they are not automatically entitled to receive the Age Pension,

however, they are entitled to apply. A person’s entitlement to the Age Pension is subject to a means test.

Australian Bureau of Statistics, 2005, Population Projections Australia 2004—-2101 (Series B Data) p. 87.
Based on population policies in place in 2005.

45
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Introduction

forecasted expenditure on the Age Pension programme as a proportion of
Gross Domestic Product (GDP).4

Figure 1.2

Projected number of persons of Age Pension age, and Age Pension
expenditure (% of GDP based on 2003 policy settings), 2006—2042
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Source: Australian Bureau of Statistics, 2005, Population Projections Australia 2004—-2101 (Series B Data)
p. 87; and; The Honourable Peter Costello MP, 2002—03 Budget Paper No.5, Intergenerational
Report 2002-03, p. 44.

113 The circumstances of Age Pensioners who receive less than the
maximum rate are generally more complex to assess than the circumstances of
those customers who qualify for the full rate of pension. There is evidence that
Centrelink’s complex Age Pension entitlements assessment caseload will
increase substantially in coming years as the overall numbers of recipients of
Age Pension payments increases, while the proportion of Age Pension
recipients who qualify for the maximum rate of pension decreases.

114 The Treasurer highlighted this expected future trend in the
Intergenerational Report 2002-03, where he stated:

" The projections take into account the application of the Age Pension means test to applicants holding

savings in the maturing superannuation system which will result in higher retirement incomes for
Australians over time, subsequently restraining Commonwealth spending on the Age Pension
programme. The Honourable Peter Costello MP, op. cit., pp. 44—45.
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In the future, the key driver of Age Pension spending is likely to continue to be
the increase in the population in the eligible age range..... In addition, the
proportion of pensioners receiving a full Age Pension is also projected to
decline, while the proportion with a part Age Pension will increase
significantly. These restraining factors reflect the impact of the maturing
superannuation system, which both encourages and requires greater self
provision for retirement.4

1.15 The ANAO considers that the trends identified by the Treasurer in the
2002-03 Intergenerational Report are likely to be accelerated by policy changes
announced in the 2006-07 Federal Budget as part of the Government’'s A Plan
to Simplify and Streamline Superannuation.*

1.16  From 20 September 2007, the pension assets test taper rate will be
halved. Under the existing pension assets test taper rate, $3 per fortnight in
pension is withdrawn for every $1 000 in assets above the relevant threshold.*
Under the new pension assets test taper rate to apply from 20 September 2007,
recipients only lose $1.50 per fortnight of pension for every $1 000 in assets
above the relevant threshold. This would allow a single retiree homeowner to
have around an additional $165 000 of assets before losing the Age Pension,
while a couple could have around $275 000 of additional assets (not including
the family home) before losing the Age Pension.*® These changes are expected
to significantly increase the number of people eligible for a part Age Pension.

Audit approach

117 The objective of the audit was to examine the effectiveness of
Centrelink’s administration of complex assessments of customer entitlements
for the Age Pension programme, particularly through the use of Complex
Assessment Officers.

1.18 The audit focussed on Centrelink’s ability to effectively manage its
current level of Age Pension customers requiring complex assessments, as well

47 ibid, p. 42.

4 Accessed on Treasury website, 21 November 2006 at, <http://simplersuper.treasury.gov.au/default.asp>.

9" The threshold referred to here is the allowable asset limit applying to an individual’s circumstances, up to

which a full pension is payable. The allowable asset limit varies depending on a person’s circumstances
including whether or not he/she is a home-owner or has a partner. Further details are available on
Centrelink’s website <www.centrelink.gov.au>.

% The Hon. Peter Costello MP, Treasurer of the Commonwealth of Australia, A Plan to Simplify and

Streamline Superannuation, 9 May 2006. Accessed on Treasury website, 21 November 2006 at
<http://www.treasurer.gov.au/tsr/content/pressreleases/2006/042.asp>.
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Introduction

as its ability to plan for the projected future increases in this type of customer.
The audit considered Centrelink’s administration of complex Age Pension
assessments across the Centrelink network, however, there was a greater focus
on Areas with higher levels of Age Pension customers.

119 The audit focused on complex assessments for the Age Pension
programme for two main reasons. Firstly, the ANAO had previously
undertaken audits on the processing of Age Pension claims, and sought to
examine Centrelink’s progress towards rectifying issues identified in these
audits relating to the processing of complex assessments.

1.20 Second, the Age Pension programme presents Centrelink with a
number of challenges relating to the processing of complex claims in the
future, not least because of Australia’s ageing population. In the future,
Centrelink will face a steadily increasing stream of Age Pension customers
requiring complex assessments of their claims, due to an increase in the
number of people reaching Age Pension age, and the proportion of these
people possessing income generating assets and superannuation.

1.21 In order to accurately assess the increasing number of complex Age
Pension assessments, Centrelink requires highly skilled specialist staff and
efficient and effective business processes, which support these staff to apply
the various legislation and policy guidelines governing the payment of Age
Pension entitlements.

1.22  The audit methodology included:

. an examination of Centrelink’s internal documents relating to the
processing of complex Age Pension entitlements;

° interviewing CAOs, Customer Service Officers, Area Managers and
Business Managers within the network to collect data on a range of
issues, including their views on the effectiveness of CAOs;

. an examination of the current staffing levels and staffing profiles of
CAQOs across the Centrelink network;

o an examination of any analysis undertaken by Centrelink to identify
the current and future numbers of customers requiring a complex
assessment; and

J an examination of the workforce planning and training strategies to
ensure adequate numbers of CAOs, both currently and into the future.
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1.23  Fieldwork was conducted between March and May 2006, in Area East
Coast (NSW), Area Hunter (NSW), Area Western Australia, Area South
Australia and Area Brisbane. The audit team also visited Area Tasmania to
interview the National CAO Coordinator.

1.24 This audit was conducted in accordance with the ANAO Auditing
Standards, at a cost to the ANAO of $310 000.

Structure of the report
1.25  Figure 1.3 outlines the structure of the audit report.

Figure 1.3
Structure of the report

Chapter 1

Introduction
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Monitoring the Performance Business Processes
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2. Monitoring the Performance of
Complex Assessment Officers

This chapter examines the performance of Complex Assessment Officers and their
contribution to processing complex assessments for the Age Pension programme.

Introduction

2.1 The use of CAOs forms an integral part of Centrelink’s risk-based
strategy for managing complexity in the Age Pension programme. CAOs are
not only responsible for processing complex components of a customer’s claim
or re-assessment, but are also responsible for providing training and expert
support to network staff including CSOs and other specialist officers who deal
with complex assessments.

2.2 Ongoing review is essential to ensure that the risk management
approach of using CAOs remains relevant® in supporting the efficient,
effective and timely processing of complex Age Pension assessments. Effective
review requires that Centrelink has access to reliable performance information
regarding the work of CAOs, and the contribution they are making to the
accurate processing of complex Age Pension assessments.

2.3 The main source of data that Centrelink uses to measure the
performance of CAQOs, other than the correctness of their assessments®, is an
on-line data system called the CAO Toolbox. The CAO Toolbox is located in
the Centrelink Intranet system and can be accessed by all CAOs and
authorised Area Support Office staff.

2.4 The CAO Toolbox consists of a number of data variables that aim to
measure both activity and performance. The system allows the user to drill
down from grouped performance and activity measurements to individual
CAO activity and performance measurements.

2.5 The ANAO examined whether Centrelink adequately measured the
performance of CAOs, and established the impact of CAOs on the processing
of complex assessments. From this analysis, the ANAO sought to establish

5 See Australian/New Zealand Standard: Risk Management, AS/NZS 4360:2004, Standards
Australia/Standards New Zealand, p. 22.

%2 Centrelink measures the correctness of CAOs’ assessments through its Quality On-Line (QOL) system.

QOL is discussed in paragraphs 2.12 — 2.18.
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whether CAOs had achieved their key objectives, and contributed to high
levels of accuracy and efficiency in processing complex Age Pension claims.

Complex Assessment Officer performance

2.6 The ANAO examined whether Centrelink had indicators which
measure the performance of CAOs in processing complex assessments for the
Age Pension programme. In particular, the ANAO sought to identify whether
Centrelink had indicators for the level of correctness of complex Age Pension
assessments and the timeliness and efficiency of CAOs’ processing.

Correctness of CAO processing

2.7 The integrity of payments to customers within the social security
system relies heavily on the correct processing of customers’ assessments by
Centrelink staff. The consequence of an incorrect assessment can be an
overpayment or underpayment to the customer, potentially combined with the
cost to the Commonwealth of having to waive any debt incurred by the
customer if the incorrect assessment was due to Centrelink error. There is also
an administrative burden on both Centrelink and the customer relating to the
rework required to rectify payments that were for the wrong amount.

2.8 ANAO Audit Report No. 34 2000-2001, Assessment of New Claims for the
Age Pension by Centrelink, identified relatively high rates of incorrect processing
for complex Age Pension new claim assessments.”> However, the ANAO also
found in that audit that when a complex assessment was referred to a CAQO,
the rate of incorrectness significantly declined.>

2.9 In the current audit, the ANAO sought to examine the contribution
CAOs were making to the correct processing of complex Age Pension
assessments referred to them. Specifically, the ANAO sought to examine: what
performance indicators were in place to measure the correctness of complex
assessments; and whether CAOs were achieving their required benchmarks
regarding the correctness of complex assessments.

210 The main system currently used for measuring the quality of complex
CAO work is the Quality On-Line (QOL) system. The main purpose of QOL is
to provide a control of the quality of decisions, prior to the decision being

% ANAO Audit Report No.34 20002001, op. cit., found that 52.1 per cent of Age Pension new claims had
at least one actionable error, p. 26.

* ibid, p. 31.
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Monitoring the Performance of Complex Assessment Officers

finalised. However, it can be used to provide information on the correctness of
decision making.

211 The Random Sample Survey (RSS) is the primary mechanism used by
Centrelink’s three key purchaser departments (that is, FaCSIA, the Department
of Employment and Workplace Relations and the Department of Education,
Science and Training) to measure the accuracy of outlays across programmes
delivered by Centrelink, including the Age Pension programme.®® The RSS
provides point-in-time analysis of a sample of customers’ circumstances
designed to establish whether customers are being correctly paid. However,
the RSS does not separately identify the extent of error relating to customers
with complex assessments (see paragraph 2.19). Thus, QOL provides the major
available information on the correctness of decision making for complex
assessments.

Recent QOL results for complex assessments

212 The QOL system is an on-line quality tool which automatically selects a
sample of CAO work. The sampled work is then referred to a qualified QOL
checker, which in the case of CAOs, is another CAO within the same Customer
Service Centre or Area. The work is then checked for quality.’ If an error is
identified, the work is referred back to the original CAO for rectification, and
feedback is provided to them by the QOL checker. Thus, QOL is a quality
control mechanism which is intended to ensure that any identified errors are
rectified before Centrelink completes the assessment.

213 The amount of work sampled for QOL checking is dependent on the
experience of the CAO. New CAOs are required to provide 100 per cent of
their work for QOL checking, while experienced CAOs have five per cent of
their work sampled.””

214 The ANAO sought to ascertain how effective CAOs were in meeting
their quality targets, by examining the results of QOL checking for CAOs.

% The ANAO conducted a performance audit of the Random Sample Survey Programme in 2005-06. See

Audit Report No.43 2005-06, Assuring Centrelink Payments — the Role of the Random Sample Survey
Programme, May 2006.

% The check for quality for complex Age Pension assessments involves the QOL checker examining each

stage of the assessment process, and ensuring that the customer’s details have been coded correctly in
the Centrelink database. CAOs interviewed during this audit advised that when QOL checking, they try to
approach the checking process as if they were processing the case from the start themselves.

5 CAOs on five per cent QOL checking undergo a re-verification process annually where 100 per cent of

assessments involving trusts and companies are checked. Re-verification is obtained when staff have
achieved a 95 per cent correctness level over 20 different assessments which must include 10 new claim
assessments.

ANAO Audit Report No.26 2006-07
Administration of Complex Age Pension Assessments

37



Centrelink was unable to provide QOL data specifically for complex Age
Pension assessments. Rather, the only available QOL data for complex
assessments was across all programmes. As complex Age Pension assessments
represent around half of all complex assessments (see Figure 1.1), it is possible
that the results for all complex assessments presented in Figure 2.1 vary from
those for complex Age Pension assessments.

Figure 2.1

Correctness of processing all complex assessments by CAOs across
Centrelink Areas (per cent correct), 1 January 2006 to 31 May 2006
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Source: ANAO analysis and data provided by Centrelink.

215 Figure 2.1 demonstrates that only seven Areas met or exceeded the
quality target of 95 per cent correct processing for the period 1 January 2006 to
31 May 2006. This is a good result for those Areas, as this internal Centrelink
target rate for CAO processing of complex assessments is the same as the
overall target for Centrelink processing that was specified in the
FaCSIA/Centrelink Business Alliance Agreement 2004-2008%, which included
many more straightforward processing tasks.

216 However, eight of the 15 Areas did not meet this quality target, some
by a considerable margin. Depending on the adequacy of QOL checking, the
lower the assessed rate of correctness following the application of the QOL

% This document provided the basis for the relationship between FaCSIA and Centrelink during the period

of fieldwork for this audit.
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Monitoring the Performance of Complex Assessment Officers

process, the greater the chance that incorrect assessments are ultimately being
made, as not all assessments are QOL checked. Therefore, it is important that
Centrelink takes steps to improve the correctness of the initial assessment of
complex claims in Areas that considerably and/or consistently fail to achieve
the benchmark rate of 95 per cent correctness.

217 The ANAO notes that on average Centrelink did not meet its target.
The ANAO calculated a weighted average rate of correctness by taking into
account the number of cases selected for QOL checking per Area and their
corresponding rate of correctness as judged by the QOL process. The resultant
weighted average rate of correctness across all 15 Areas was 93.9 per cent for
the period 1 January 2006 to 31 May 2006.%°

218 The above results rely on the robustness of the QOL checking system,
which both the ANAO and Centrelink have found in previous audits to be less
than ideal for measuring quality. Further issues related to the adequacy of
QOL checking for complex Age Pension assessments are discussed in
Chapter 3 (see paragraphs 3.44 to 3.49).

Recent Random Sample Survey results for Age Pension assessments

219 As mentioned earlier, the RSS provides point-in-time analysis of
customers’ circumstances designed to establish whether customers are being
correctly paid across programmes delivered by Centrelink, including the Age
Pension programme. However, the sample does not distinguish between
complex and non-complex cases for any programme. Table 2.1 details RSS
results for the Age Pension programme for the 2004-05 financial year.®

% Centrelink advised the ANAO that the weighted average rate of correctness for the period 1 September

2005 to 31 December 2005 was 95.9 per cent and for the period 1 June 2006 to 1 October 2006 was
95.1 per cent.

% This is the latest year for which final RSS annual results are available.
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Table 2.1
RSS error results for the Age Pension programme for 2004—05
Type of error Number Percentage

Reviews with no error 754 50.3

Reviews with error

° Rgviews with an error 288 19.2
with no dollar impact

° Reviews with an error 457 305
with a dollar impact

Total Reviews with error 745 49.7

Total number of reviews 1499 100.0

Source: Rolling Random Sample Surveys, Final Results, Centrelink, February 2006.

220 Table 2.1 demonstrates that around half of all Age Pension cases
checked as part of the RSS process in 2004-05 had one or more errors, with 30
per cent of all cases having an error that impacted on payment.

2.21  These error rates were similar to those identified by the RSS process for
2000-01. ANAO Audit Report No. 17 2002-2003 Age Pension Entitlements
reported that “according to the 2000-01 Age Pension RSS undertaken by FaCS
and Centrelink, 28 per cent of Age Pensioners were receiving an incorrect
entitlement.”®* The findings of similar high rates of incorrect payment for both
periods suggests that Centrelink would benefit from further analysis of errors
in Age Pension assessment, including for complex cases.®

2.22  Centrelink classifies error into two main categories; customer error and
administrative error. Error identified as a result of the RSS is attributed to
customer error where the incorrect rate paid to the customer, or the incorrect
information recorded on the customer file, can be shown to be the result of
action or inaction by the customer. Administrative error is attributed to three
categories:

J Centrelink staff error: where the incorrect rate paid to the customer, or
the incorrect information recorded on the customer file, can be shown
to be the result of action or inaction by Centrelink staff;

& ANAO Audit Report No. 17 2002-03, op. cit., p. 41.

2 |f the accuracy of complex cases increased between 2000-01 and 2004-05, then the accuracy of less

complex cases must have dropped.
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. Systems error: where the incorrect rate paid to the customer, or the
incorrect information recorded on the customer file, can be shown to be
the result of a computer system error; or

o Legislation/Guide error: where the incorrect rate can be shown to be the
result of anomalies in the legislation and/or the Guide that Centrelink
staff have access to.

2.23  In the 2004-05 RSS, the 745 reviews with error contained 1 212 errors.63
Of the 1 212 errors, 91 (7.5 per cent) were administrative errors which resulted
in an incorrect payment to the customer. The remainder of errors which
resulted in incorrect payments to customers (497) were due to customer error. %

224 However, the ANAO has identified in previous audits that Centrelink
is responsible for the integrity of its outlays as a whole, and should not adopt a
narrow definition of its responsibilities through attributing error.®> As well, the
Allen Consulting Group, in conducting a 2004 review of Centrelink’s
compliance processes for the then Department of Family and Community
Services, advised Centrelink against discounting the importance of
administrative error that does not contain a dollar impact stating;:

while an [administrative] error may be immaterial to payment today — such as
a coding error — it represents the possibility that compliance controls could be
precluded from identifying future payment inaccuracy.... From this
perspective, administrative errors — whether material to outlays or not — may
contribute to underlying inaccuracy.

2.25 In this context, the ANAO notes that Centrelink has taken steps aimed
at addressing the issue of customer error across its programmes, including for
complex Age Pension assessments, notably:

e the introduction of regular account statements sent to customers outlining
Centrelink’s records of their income and assets;

e on-line services which allow customers to view, and in some cases update,
their income and asset information held by Centrelink;

% A customer can have more than one error in his/her record, hence the total number of errors (1212) is

greater than the number of reviews with error (745).

®  The median value of customer debt for the Age Pension programme was $27, with an average value of

$926.

% ANAO Audit Report No. 17 2002-03, op. cit., p. 56, and ANAO Audit Report No.43 2005-06 Assuring
Centrelink Payments, The Role of the Random Sample Survey Programme, p. 58.

The Allen Consulting Group, FACS and Centrelink: Compliance Review, Final Report, January 2004,

p. 43.
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e an automated review of customers’ income streams held in financial
institutions; and

e seminars on financial planning and articles in relevant newsletters.

Timeliness

2.26 Timeliness is important to Age Pension customers, who are often
anxious to receive the appropriate payment as quickly as possible after
submitting a new claim or notifying Centrelink of a change in their
circumstances.

2.27  The ANAO has also previously identified timeliness to be an important
factor in the correct processing of complex assessments for the Age Pension
programme. In the 2000-2001 audit of New Claims for the Age Pension, the
ANAO identified that the perception by CSOs that referring an application for
assessment by a CAO would take too long was a determining factor in the
decisions of such CSOs not to refer complex assessments to CAOs for
processing. The ANAO identified that this subsequently had an effect on the
correctness of the processing of such complex assessments.

2.28  Accordingly, in this audit the ANAO sought to establish the current
timeliness of CAQOs’ processing of complex Age Pension assessments. To do
this, the ANAO assessed whether appropriate internal performance indicators
had been established for the timeliness of CAOs’ processing of these
assessments, and whether CAOs were meeting any related targets.

229  Centrelink has internal performance indicators for the timeliness of
CAOs’ processing of Age Pension claims. These are:

. 85 per cent of new claims received by CAOs from CSOs with all the
required documentation to be actioned within seven days of receipt;

J 85 per cent of new claims received from CSOs without all the required
documentation to be actioned within 28 days; and

. 80 per cent of Age Pension reviews to be actioned within 28 days of
receipt.

230 Centrelink did not have readily available information for CAOs’
compliance with the internal timeliness targets. This was mainly due to the
shortcomings of the CAO Toolbox which did not allow for a collated
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measurement of the timeliness indicators to the national level. Rather the
Toolbox monitored each individual CAQO’s performance.®”

231 However, during fieldwork for the audit, the ANAO interviewed
CAOs and other relevant staff®® in five Areas. Staff in three of these Areas
advised the ANAO that they believed CAOs in their Area were achieving the
targets set by the timeliness indicators, while the staff in the remaining two
Areas stated that they were having difficulty, mainly due to a large workload
and relatively inexperienced CAOs.

2.32  The only data Centrelink was able to provide the ANAO relating to the
overall timeliness of CAOs in processing complex Age Pension assessments
was a comparison between the amount of total casework received and the
amount of casework processed by CAOs between 1 July 2005 and 31 May 2006.
Figure 2.2 illustrates this data.

Figure 2.2

Quantity of Age Pension casework for all CAOs, 1 July 2005 to
31 May 2006
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Source: Data provided by Centrelink.

7 Centrelink advised the ANAO in October 2006 that enhancements to the CAO Toolbox, due to be

implemented in December 2006, will allow for the national reporting of a number of variables, including
timeliness.

This included Area Business Managers, Business Line Managers within Customer Service Centres, and

Area Programme Managers for the Age Pension programme.
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2.33  Figure 2.2 demonstrates that 96 per cent of casework received by CAOs
during the period 1 July 2005 to 31 May 2006 was completed. However, this
data relates to all casework received by CAOs, not just casework relating to the
Age Pension programme. As Age Pension casework represents around 49 per
cent of total CAO casework, this data suggests that CAOs are processing the
majority of cases referred to them and that there is very little backlog.
However, while this data demonstrates that CAOs are processing most cases
being referred to them, it does not measure the time being taken to complete
these cases, and provides Centrelink with no assurance that complex casework
referred to CAOs is being completed within the internal timeliness targets.

2.34 More accurate measurement of the timeliness of processing complex
Age Pension assessments would allow Centrelink to monitor CAO’s
compliance with timeliness targets and better gauge the impact of complex
assessments on the overall timeliness of the processing of Age Pension claims.

Efficiency

235 CAOs are relatively more expensive resources within the Centrelink
network than CSOs. The expectation is that CAOs, with their greater skill and
experience, will have the capacity to process complex assessments in a timely
and cost effective manner. Accordingly, the justification put forward for the
allocation of resources to maintain the availability of CAOs within the network
is the contribution of CAOs to the efficient processing of complex assessments.

236 The ANAO sought to determine how Centrelink measures and
monitors the efficiency of CAOs in processing complex assessments. However,
the ANAO identified that Centrelink did not have in place the information
management systems to monitor the efficiency of the CAO function across the
agency, although some ad hoc analysis was undertaken within individual Area
Support Offices.*

2.37  Although Centrelink does not routinely collect and analyse data to
monitor the efficiency of the CAO function across the Centrelink network, the
agency was able to provide some relevant data to the ANAQO, indicating the
overall workload of CAOs. The results of the ANAO'’s analysis of this data are
reported in Table 2.2.

% The ANAO found, in two Area Support Offices, that data from the CAO Toolbox were used to monitor the

efficiency of individual CAOs.
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Table 2.2

Efficiency of the CAO function in processing complex assessments (all
programmes) over the period 2002-03 to 2005-06"

Complex Complex Total CAO Number of Average per
new claims reviews assessments CAOs CAO
2002-2003 49 097 85783 134 880 192 703
2003-2004 36 732 79 184 115916 180 644
2004-2005 34 990 77 105 112 095 181 619
2005-2006 25415 70 831 96 246 166 579
Note: (A) Centrelink was unable to provide this data broken down by programme.

Source:  ANAO analysis and data provided by Centrelink.

2.38 Table 2.2 indicates that fewer assessments overall were undertaken by
CAO:s in each year since 2002-03 and, on average, individual CAOs have also
completed fewer assessments each year as compared to the year before.
Centrelink advised that there was no easily identifiable reason for this decline
in efficiency, and given the shortcomings in the CAO Toolbox with regard to
management information, it may not be possible to conclude with certainty
that the efficiency of CAOs declined over the period.

Limitations of performance information for CAOs

239 At the commencement of this audit, the ANAO sought to assess the
effectiveness and efficiency of complex assessment processing by CAOs, by
examining Centrelink’s data relating to the quality and quantity of work
undertaken by CAOs. However, the ANAO found that there were limitations
in terms of the data collected and also in the performance indicators and
systems used by Centrelink to collate and report this data, including;:

o a lack of adequate measures of payment correctness;

- especially the inability of the RSS to separately identify and
measure complex Age Pension assessments; and

- uncertainty about the reliability of QOL data that measures the
correctness of initial assessments of complex Age Pension
entitlements (see Chapter 3);

o a lack of timeliness data for complex Age Pension assessments that
could be separately measured and aggregated to gauge the
contribution of CAOs to Centrelink’s achievement of internal timeliness
KPIs for the Age Pension programme; and
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J an absence of robust measures of efficiency or productivity (especially
workload per CAO).

240 Thus, Centrelink had little meaningful data to measure the
effectiveness and efficiency of complex assessment processing by CAOs.
Centrelink had developed a performance information database for CAOs, the
CAO Toolbox, which contained a number of data variables including
timeliness and productivity. However, the database did not readily allow these
variables to be collated to form meaningful national level indicators, which can
be tracked over time.

241  As well, the CAO Toolbox is reliant on CAOs manually entering data
into the system, as opposed to the system automatically collecting data from
the other Centrelink information management systems which CAOs use to
process customer assessments. This means that the integrity of the data is
based on CAOs entering data into the system in an accurate and timely
manner. During the audit, the ANAO encountered a number of anomalies in
the data contained in the CAO Toolbox. These were due to data either being
incorrectly entered into the system by CAOs, or not entered at all.”

242  Consequently, the analysis undertaken by the ANAO in this report is
limited by these shortcomings. In previous audits”, the ANAO has identified
complex assessments as a major business risk for the correct processing of Age
Pension entitlements. It is therefore important that Centrelink has in place
systems that measure its effectiveness in processing these assessments, and
thereby support an efficient allocation of resources. As well, adequate
information monitoring systems will assist Centrelink to identify emerging
issues that may have resource implications for the processing of complex
assessments.

Recommendation No.1

243 The ANAO recommends that Centrelink further improves its
performance measurement system so that it accurately measures the key
elements of CAO performance in undertaking complex Age Pension
assessments, including payment correctness, timeliness, and efficiency.

™ An example of an anomaly encountered was timeliness figures appearing as negatives indicating that
the complex assessment had been processed before the customer had lodged the claim.

" ANAO Audit Report No.34 2000-2001, op. cit., and ANAO Audit Report No. 17 2002—03, op. cit.
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Centrelink response

2.44 Agreed. Centrelink undertakes to analyse what improvements can be
achieved in the measurement of CAO performance in conjunction with a
cost/benefit analysis of whether identified options represent value for money.
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3. Business Processes Supporting
Complex Age Pension Assessments

This Chapter examines Centrelink’s key business processes to support CAOs to assess
complex Age Pension entitlements.

Introduction

3.1 As reported in Chapter 1, around 85 per cent of Age Pension
assessments are sufficiently complex that CSOs need to refer them to a CAO to
process the complex component. To support timely and accurate assessments
of Age Pension claims, it is important that Centrelink has adequate processes
and practices to identify complex assessments and manage the transfer
between the various staff.

3.2 The ANAO examined Centrelink’s business processes for processing
complex Age Pension assessments. Specifically the ANAO examined:

J whether a consistent definition of complexity existed within the
Centrelink network to assist CSOs to identify and refer complex Age
Pension assessments to CAOs; and

J the business processes in place to process complex assessments,
including the interface between CAOs and CSOs.

Identification and referral of complex Age Pension
assessments

Defining complexity in customer assessments

3.3 The ANAO audit Assessment of New Claims for the Age Pension by
Centrelink”, identified that when a complex claim was correctly identified by a
CSO and referred to a CAO for processing, the likelihood that the claim would
be processed correctly increased. However, Centrelink was unable to provide

2 ANAO Audit Report No. 34 2000-2001, op. cit. This audit was undertaken prior to the development of a
definition of complex assessments. Subsequently, for that audit, the ANAO categorised customer claims
into simple, complex and very complex. Very complex claims were classified as claims that contained
involvement in business structures and were more than likely to be processed by CAOs. Simple and
complex claims were all other claims that were more than likely to be processed by CSOs. The ANAO
found the rate of error for very complex claims to be 28.4 per cent compared to 32.2 per cent for complex
claims. The inherent risk of error for very complex claims was higher than that of complex claims, which
the ANAO concluded demonstrated CAOs were having a positive effect on the correctness of processing
new claims pp. 79-80.
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the ANAO with a consistent definition of what constituted a complex customer
assessment either during that audit or during a subsequent 2002-03 audit of
Age Pension Entitlements.”

3.4 The ANAO considers it important that appropriate guidance is
provided to CSOs to assist them to identify complex assessments that should
be referred to a CAO for processing, given that CAOs have a greater likelihood
of assessing such cases correctly. At the time of the 2002-03 ANAO audit of
Age Pension Entitlements, Centrelink advised the ANAO that ‘Centrelink was
working to develop such a definition [of complex assessments] under the
sponsorship of the Guiding Coalition™.7>

3.5 Accordingly, in this audit, the ANAO sought to ascertain whether
Centrelink had defined the term complex assessment, provided appropriate
advice to Centrelink staff on this issue and whether this definition was
consistently applied by Centrelink staff throughout the network.

Identification of complex assessments

3.6 Centrelink has developed a list of circumstances that it defines as
complex and which staff were advised must be referred to a CAO. This list was
placed on the Centrelink e-reference system” in September 2001, and has been
updated on several occasions. The last update was on 4 October 2006 and is
replicated in Appendix 1.

3.7 The ANAO sought to ascertain whether this list was being applied
consistently across the network. The results of this analysis appear in Table 3.1.

7 ANAO Audit Report No. 17 2002—2003, op., cit. This audit examined the correctness of processing of

Age Pension assessments and re-assessments relating to non-new claims.

™ The Guiding Coalition was a committee composed of all Senior Executive Service officers of Centrelink.

Its role was to guide the organisation, set direction and lead change, and communicate decisions.

™ ANAO Audit Report No. 17 2002—2003, op., cit., p. 105.

" The Centrelink e-reference system is an on-line database that allows Centrelink staff to search for

legislation and guidelines for processing customer assessments.
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Table 3.1

Approaches to defining complexity throughout Centrelink

Centrelink guidance on
main instances of
complexity

Typical CSO interpretation

of these guidelines

Typical CAO interpretation
of these guidelines

—_

. Private trusts, private

companies, Pensions
Loans Scheme, trust and
company reviews, and
foregone wages should be
referred to CAOs for
processing.

Should be referred to a CAO.

Should be referred to a CAO.

.Complex partnerships,

assets hardship, self-
managed super funds,
granny flat arrangements,
and self employment should
be referred to CAOs for
processing.

Varied practices by CSOs
throughout the network.

ANAO interviews found that
around 70 per cent of CSOs
would refer these cases to
CAOs. However the
remainder of CSOs,
especially the more
experienced, advised that
they would process these
cases themselves.

All CAOs interviewed by the
ANAO advised that they
would expect these cases to
be referred.

However, they noted that
some of these cases are
substantially less complex
than those involving trusts
and companies.

. Sole traders, partnerships,

Families Actual Means
Test, Ministers of Religion,
income streams, managed
investments, margin loans,
shares options, warrants,
sale and purchase of home
in previous twelve months
should be referred to CAOs
on the basis of Area Office
policies.

No Area policies have been
promulgated.

Referral practices varied
between Areas, and between
CSCs and CSOs within
Areas.

CAOs interviewed by the
ANAO advised that they
would process these cases if
referred, even though they did
not regard them as complex.

Source: ANAO analysis of Centrelink guidelines and the results of interviews with Centrelink CSOs and
CAOs in five Centrelink Areas.
3.8 The CAOs interviewed by the ANAO tended to have a uniform

understanding of what constituted a complex assessment, considering them to
comprise those claims involving customer interests represented by Groups 1
and 2 in Table 3.1. However, these CAOs also advised that they expected many
of the assessments listed in Group 3 of Table 3.1 to be referred to them, even
though many CAOs did not consider these cases to be sufficiently complex
that CSOs could not process them correctly.

3.9 All CSOs interviewed by the ANAO, regarded customer claims relating
to the categories listed in Group 1 of Table 3.1 as being complex and thought
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they should be referred to a CAO. This is in line with the Centrelink guidelines
on these categories.

310 Centrelink guidelines also require all claims which fall under the
categories listed in Group 2 of Table 3.1 to be referred to a CAO. However, the
ANAO found that 30 per cent of CSOs interviewed would process claims that
fall into at least one of these categories themselves. In particular, CSOs
indicated that they would process claims relating to self-employment and self-
managed superannuation funds.

3.11 The referral of those categories of assessment set out in Group 3 of
Table 3.1 is at the discretion of the Centrelink Areas. Although these claims are
not as complex as those contained in Groups 1 and 2 of the table, Areas are
able to direct CSOs to refer these categories of claims to CAOs rather than
process these assessments themselves. However, the ANAO found that no
Area had introduced a policy regarding the handling of Group 3 assessments.
Rather, whether these cases were being referred to CAOs appeared to be either
at the discretion of the individual CSOs, or the CAO attached to the CSC where
the claim was lodged.

312 The ANAO found, therefore, that with the exception of those categories
contained in Group 1 of Table 3.1, there is still inconsistency in the Centrelink
network as to whether a claim is referred to a CAO. Specifically, claims that fall
into the categories contained in Group 2 of Table 3.1, are not being referred to
CAOs in all cases, notwithstanding that this is required by Centrelink
guidelines. As well, the lack of guidance provided to CSOs on the categories of
claims contained in Group 3 of Table 3.1 means that CSOs are often deciding
whether to refer these claims, with little confidence or guidance about the
appropriate approach.

313 The ANAO understands that there is a need for flexibility by
Centrelink staff to implement these guidelines. There may be many factors
affecting a CSO’s decision to refer a complex assessment to a CAO or decide
that they are better placed to undertake it themselves. Nevertheless,
inconsistency in referrals of the categories of claims identified in Groups 2 and
3 in Table 3.1 raises two potential risks—that CSOs undertake complex
assessments that would be best referred to CAQOs, and that CSOs refer
straightforward work to CAQOs, which the CSO should do themselves. Both
problems can reduce the overall effectiveness and efficiency of Centrelink’s
processing of Age Pension assessments.
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3.14 The ANAO notes that Centrelink’s Internal Audit Branch encountered
a similar problem when conducting an audit of means testing for the Age
Pension programme during the first half of 2006.”7

Recommendation No.2

315 The ANAO recommends that Centrelink takes further steps to assist
relevant staff in applying a consistent definition of complex assessments when
deciding whether complex elements of Age Pension assessments should be
referred to a CAO for processing by:

(a) emphasising to CSOs of the need to follow relevant guidelines that
have been set by Centrelink National support Office; and

(b) oversighting the development by Area Support Offices of appropriate
directions to CSOs for those potentially complex assessments that are
not covered by National Office guidelines.

Centrelink response

3.16 Agreed. With regard to (b) above, Centrelink’s Seniors, Carers and
Rural National Business Line will develop consistent directions for all complex
assessments which will be applied nationally.

Referral processes for complex assessments

3.17 The timeliness and correctness of processing complex Age Pension
claims (including re-assessments) is improved if there are clear and effective
procedures for referring complex assessments to CAOs. Such procedures can
contribute to correctness if they ensure CSOs promptly refer a complex case to
a CAO rather than attempting to process the case themselves. In the 2000-01
ANAO performance audit of New Claims for the Age Pension, the ANAO found
that CSOs were reluctant to refer complex cases to CAOs, due to the perceived
effect on the CSOs” own timeliness key performance indicators. The ANAO
identified that this led to some CSOs processing these claims themselves,
notwithstanding that the CSOs did not have the requisite skills to undertake

T Centrelink, Internal Audit, Means Test Case Study: Age Pension, May 2006. This audit found ‘the
definition of ‘complex work’ (or ‘complex assessment’) is difficult to locate within Centrelink online
reference material (including e-reference), and the definition does not provide sufficient detail to assist
CSOs in understanding when consultation and/or referral to a CAO is required for cases involving assets
and/or income related to income [sic], managed investments, margin loans, shares, options warrants,
Families Actual Means Test, sale and purchase of home within 12 months, and Ministers of Religion’
p. 14.
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the processing of such complex claims and that it had a subsequent impact on
the level of correctness of processing these claims.

3.18 Timeliness improvements are available from procedures ensuring that
complex claims are promptly referred to CAOs for processing. In addition,
procedures which encourage CSOs to collect from the customer all of the
information required to process his/her claim before referring it to a CAO, also
contribute to timeliness by subsequently reducing the amount and likelihood
of follow-up information requests that the CAO is obliged to make when
processing the claim.

3.19 In light of previous audit findings relating to the referral process for
complex assessments, the ANAO sought to ascertain whether Centrelink had
in place clear and effective referral procedures for complex assessments which
encouraged CSOs to promptly and appropriately refer these cases to a CAO for
processing.

Development and implementation of an on-line referral scriptor

3.20 The ANAO found that Centrelink had made significant improvements
in the referral processes for complex assessments since the ANAO had
previously examined the issue in 2000-01 and 2002-03. The main reason for
these improvements was the introduction of a referral scriptor. The scriptor is
an on-line workflow tool developed by Centrelink which aims to standardise
and automate processes used by CSOs to refer complex claims to CAOs. A
scriptor also assists CSOs by contributing pre-scripted portions of documents
that are placed on the customer’s record.

3.21 The scriptor was introduced in September 2005. Centrelink mandated
that CSOs apply the scriptor when referring complex assessments to CAOs.
Prior to the introduction of the scriptor, complex assessments were referred
manually to CAOs. This involved the CSO completing a written form and then
having to identify and access the required screens in the customer’s record on
the computer system. The case was then referred to a CAO.

3.22  Under the new process, the scriptor prompts the CSO through the
referral process, ensuring the appropriate information is collected from the
customer, and the required information is entered into the customer’s
electronic record. Once the scriptor is complete, it automatically refers the case
to a CAO, where it appears in the CAO’s on-line workflow system.
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3.23 In previous audits,”® the ANAO has identified that the use of on-line
scriptor tools provides significant gains in the efficiency and correctness of
Centrelink work processes. The ANAO considers that the compulsory use of
the CAO referral scriptor also provides a significant improvement over the
previous manual methods of referral, ensuring a consistent automated
approach to complex assessment referrals. The ANAO notes that this view was
also shared by all of the CAOs the ANAO interviewed during this audit.

Impact of alternative business structures on referral of complex Age Pension
assessments

3.24 During fieldwork, the ANAO noted that all Areas were undergoing
significant restructures to accommodate the introduction of Centrelink’s new
business model. The new business model divides Centrelink’s operations into
four business lines. These include:

J Working Age Participation;

o Families and Child Care;

J Business Integrity; and

. Seniors, Carers and Rural, which includes the Age Pension programme.

3.25 The introduction of the new business model places a greater emphasis
on customer service, in particular managing the queues within Customer
Service Centres of people waiting for service, and ensuring customer
assessments are processed as quickly as possible. Consequently all Areas
visited by the ANAO were restructuring their operations to meet these new
demands.

3.26 The ANAO noted that each of these Areas were adopting structures
that the management of the particular Area thought best suited their Area’s
individual needs. Each of the Area structures adopted for processing complex
Age Pension assessments had advantages and disadvantages for the successful
operation of CAOs. Table 3.2 outlines each structure and its impact on CAO
operations.

" Audit Report No. 17 2002-03, op. cit., and Audit Report No.4, 2004—-05, Management of Customer Debt,

Centrelink.
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Table 3.2

Business Processes Supporting Complex Age Pension Assessments

Advantages and disadvantages of business structures for processing
complex Age Pension assessments

Structure
1.

Individual CAOs move
between CSCs, administering
complex assessments in one
to three CSCs each.

New claims and
re-assessments processed
on-site where they are lodged
by customers.

CAOs attached to a particular
CSC processed all complex
claims for that CSC.

Advantage

Complex claims immediately
referred to a CAO for
processing.

CAOs able to provide
immediate assistance to
CSOs when processing
claims.

CAOs able to liaise with some
customers when they lodge
their claim to ensure all
documentation is collected.

Disadvantage

Inexperienced CAOs don’t
have on-site support from
more experienced CAOs to
assist them with processing
claims.

There can be a variance in
the workload between CAOs
because different CSCs have
different rates of complex
claims and reassessments.

Because they are on-site,
CAOs are seen as a CSC
resource and can spend a lot
of their time providing
assistance to CSOs on non-
complex cases.

CAOs are constantly travelling
between CSCs.

2.

CAQOs based in three clusters
of three to five CAOs in one
CSC. From this CSC they
administer complex claims
and reassessments for four to
five other CSCs, travelling
between each of these CSCs
when required.

All Age Pension new claims,
both non-complex and
complex, for the Area are
centrally processed in one
CSC, and re-assessments are
processed in the CSC in
which they are lodged.

CAOs based in the central
processing site process
complex new claims plus any
re-assessments lodged at that
site. Other CAOs only process
re-assessments.

Has the potential to improve
the efficiency of processing
new claims.

CAOs better able to distribute
workload, manage peaks and
troughs in workload because

work is shared.

Inexperienced CAOs can be
in constant contact with
experienced CAOs.

CAOs can provide a visiting
service to CSCs within their
cluster, and focus on the
CSCs with greater volumes of
complex work.

ANAO interviews with CSOs
located in CSCs where CAOs
are not located found that
these CSOs could find it
difficult to contact a CAO.

ANAQO interviews also found
that these CSOs may be at a
disadvantage in terms of
being able to access the
training and guidance
provided by CAOs.

CAOs located in a CSC that
does not process new claims
may not have much exposure
to processing these claims.
CAOs interviewed by the
ANAO expressed concern
that this could potentially
lower their skills set.
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Structure
3.

All CAOs located centrally in
the Area Office.

All complex work is referred to
them at the Area Office.

CAOs provide a visiting
service to CSCs to provide
training and guidance.

Advantage

Can increase the efficiency of
processing complex
assessments.

CAOs better able to distribute
workload, manage peaks and
troughs in workload.

Inexperienced CAOs can be
in constant contact with
experienced CAOs.

CAOs can provide a visiting
service to CSCs within their
Area, and focus on the CSCs
with greater volumes of
complex work.

Disadvantage

CAOs can have limited
contact with CSOs, reducing
the amount of training and
guidance CSOs receive.

ANAO interviews found CSOs
can have difficulty contacting
a CAO on how to process a
customer claim.

CAOs have no face to face
contact with customers.

4.

Individual CAOs move
between CSCs, administering
complex assessments in one
to three CSCs each.

All Age Pension New Claims
centrally processed in one of
the Area’s CSCs.

Complex new claims are
referred back to the CSC in
which they were lodged from
the central processing site, for
processing by that CSC’s
CAO before referral back to
the central new claims
processing site.

Re-assessments processed
on site where they are lodged
by customers

CAOs able to provide
immediate assistance as
required to CSOs when
processing all types of
assessments.

Claims are unnecessarily
referred between the CSC in
which they were lodged to the
central processing site, back
to the CSC in which they were
lodged for processing by that
CSC’s CAOQ, and then back to
the central processing site to
be completed by a CSO.

Source:

ANAO analysis of Area CAO business structures, and interviews with CSOs and CAOs.

3.27 As set out in Table 3.2, the ANAO identified advantages and
disadvantages attaching to each of the four different business structures for
processing complex Age Pension assessments that have been adopted by the
five Areas visited during this audit. The ANAO recognises that the focus of the
broader restructuring in Centrelink, of which the arrangements for processing
Age Pension assessments are only part, is on achieving the improvements in
customer service expected from the new business-line business model.
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However, the ANAO considers it important that Areas are aware of the impact
that the various structures they have adopted have had on CAOs’ operations.

3.28 While, as noted above, each structure had its own advantages and
disadvantages, the ANAO considered that structure 4 had the potential to be
the least efficient. Under this structure, CAOs were individually located in
CSCs, while new claims for the Age Pension for the entire Area were being
centrally processed in one CSC. When a new claim was lodged for the Age
Pension programme involving a complex assessment that required processing
by a CAQO, it was first sent to the central processing centre where this
requirement was identified. The claim was then returned to the CSC where it
was originally lodged for processing by that CSC’s CAQ, then returned to the
central processing centre for completion.

3.29 When the ANAO visited this Area, this system had only just been
implemented, and no timeliness data was available for the processing of
complex assessments. However, the ANAO considers that there is a strong
likelihood that this system would add more days to the time taken to process
complex assessments. The ANAO considers that Centrelink should closely
monitor the timeliness performance for processing Age Pension complex
assessments in Areas using this business structure for processing complex
assessments.

3.30 The varying business structures currently in place for processing
complex Age Pension assessments across the network present Centrelink with
the opportunity to examine which structure is the most efficient and effective
for processing these assessments. In addition, it should allow for the
identification of those structures that facilitate optimal use of CAOs across the
full range of roles they perform.

Recommendation No.3

3.31 The ANAO recommends that Centrelink analyse the range of current
Area business structures in place for processing complex Age Pension
assessments, to determine whether there are benefits in introducing
standardised arrangements to facilitate efficient processing of complex
assessments, having regard to the operating environment of each Area.

Centrelink response

3.32 Agreed. Centrelink will institute a review in calendar year 2007 to
determine whether there are benefits in introducing a nationally standardised
structure for CAOs.
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Business processes that support CAOs to assess
complex Age Pension entitlements

3.33 Since the previous ANAO audits of the Age Pension programme,
Centrelink has introduced significant changes to its processes for complex
assessments, to attempt to make them more efficient and timely. The ANAO
examined the procedures in place for CAOs to complete the complex
component of Age Pension assessments, and refer the assessment back to the
relevant CSO for finalisation.

3.34 Once a complex claim is identified and referred, the claim is then
processed by a CAO. However, the CAO is not responsible for processing the
entire claim, rather only those parts of the claim which are complex. When the
CAQO has processed the complex components, the claim is referred back to the
CSO (known as the Original Decision Maker or ODM), who then finalises
processing the claim.

3.35 The ANAO found in the 2000-01 audit of the Assessment of New Claims™
that CSOs were reluctant to refer complex assessments to CAOs due to the
perceived effect on CSOs’ capacity to meet timeliness Key Performance
Indicators (KPIs) for new claims and re-assessments which applied under the
then Business Partnership Agreement with the then Department of Family and
Community Services.® However, one of the improvements Centrelink has
made since the 2000-01 ANAO audit is that CAOs now prioritise their
complex assessment workload having regard to the timeliness KPIs. The CSOs
interviewed by the ANAO during fieldwork for this audit acknowledged that
CAOs prioritised any referrals to ensure timeliness targets were met and so did
not express the reluctance to refer cases to a CAO for processing that had been
expressed to ANAO by CSOs during the previous audit.

3.36  The actual processing of the complex component of the customer’s
claim is undertaken manually by the CAOs, with the exception of annual trust
and company reviews®!, which are processed with the assistance of a scriptor.

™ ANAO Audit Report No. 34 2000—-2001 op. cit., p. 114.

8 As explained in Chapter 2, the current timeliness KPI for new claims is 85 per cent of claims actioned

within seven days from the date of lodgement if the claim contains all the required documentation. If the
claim lacks the required documentation, then the KPI is 85 per cent of claims actioned within 28 days of
lodgement. For re-assessments, the KPI is 80 per cent of re-assessments actioned within 28 days from
the date of notification.

8 Trust and company reviews are undertaken annually. This involves reviewing the financial statements for

the trust or company and re-assessing the customer’s payment entitlement in light of the financial
performance and profit distribution policies of these entities.
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That is, for all other complex assessments, the CAO does not have access to
any other automated scriptors or on-line tools to assist them with applying
social security legislation and guidelines, and undertaking the necessary
calculations.

3.37  The only other automated tool available to CAOs is the report-writing
scriptor, which automatically creates a report detailing the outcome of the
complex assessment and the legislative justification for this outcome. This
report is placed on the customer’s file, and is used by the CSO who originally
referred the case to explain to the customer the reasons for the outcome of the
assessment of their case.

3.38 CAOs and CSOs interviewed by the ANAO advised that they valued
this tool very highly, as it facilitated a clear and consistent approach to
reporting a complex assessment’s outcome, and enabled the referring CSO to
better understand why the CAO had made the assessment.

3.39  The lack of further automated assistance for CAOs is not expected to
change in the foreseeable future. Centrelink advised the ANAO that it regards
the allocation of electronic resources to develop automated tools specifically
for the processing of complex assessments as a low priority. This is primarily
due to the currently relatively small number of complex assessments as a
proportion of total assessments processed by Centrelink.®

3.40 However, as noted in Chapter 1, there is the potential in coming years
for a significant increase in the total number of Age Pensioners and in the
number of these individuals eligible for a part pension, because they own more
assets than the allowable assets limit for a full pension. This is a result of the
ageing of the Australian population and recent changes to Government policy
on such issues as the treatment of income and assets (see paragraphs 1.12 to
1.16).

3.41 In this circumstance, and given the popularity with CAOs of the
existing automated scriptor for report-writing and their view of the benefits of
this tool to their effectiveness and efficiency, the ANAO considers that there
may be benefit in Centrelink further investigating the cost-benefit of extending
the range of automated tools available to staff to support them in processing
complex Age Pension entitlements.

8 For the Age Pension programme the proportion is 8.5 per cent.
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Helpdesk support

3.42  To assist in processing complex assessments, CAOs also have access to
a CAO helpdesk. The helpdesk is staffed by an experienced subject matter
expert, who is able to provide advice to CAOs on the processing of complex
assessments.

3.43 All CAOs interviewed by the ANAO found the helpdesk to be a
valuable resource that contributed to the efficient and correct processing of
complex assessments.

Ensuring the quality of complex Age Pension assessments: QOL

3.44 Chapter 2 identified that the main internal control mechanism for
CAOs was the QOL checking system (see paragraphs 2.10 to 2.18). In previous
audits,® the ANAO has identified shortcomings with the use of this system to
improve quality. These included:

. pressure to adopt a tick and flick mentality to the QOL checking
activity due to other work demands;

J pressure from other staff not to be too stringent in QOL checking as this
would create more work;

. QOL was not easily applied to all tasks, especially tasks undertaken by
specialist Centrelink officers; and

. the QOL checks themselves were not checked for accuracy.

3.45 Centrelink has introduced changes to the QOL checking process
subsequent to the previous ANAO audits. These changes included the
introduction of new reporting mechanisms to provide reports on correctness at
a CSC, Area Support Office and National Support Office level, and aligning the
QOL process with Centrelink’s Business Assurance Framework. As well,
National Standards were introduced in June 2006 to address inconsistencies
relating to QOL checking.

3.46 However, these changes do not completely address the issues discussed
in paragraph 3.44. In two of the Areas visited by the ANAO, the number of
CAOs appeared to be very low, placing large work demands on them. It is in
this environment that the ANAO has previously found that QOL checkers are

8 Audit Report No. 34 2000-01, op. cit., and Audit Report No.4, 2004—05, op. cit.
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likely to adopt a “tick and flick” mentality to QOL checking, as identification of
errors could result in extra work.%

3.47 The QOL tool is not easily applied to specialist tasks such as complex
Age Pension assessments. This is because QOL was initially developed to
provide control over the processing of non-complex customer assessments at
the CSO level. While the QOL tool covers all the major tasks undertaken by a
CSO when processing a non-complex assessment, it does not include all the
major tasks undertaken by specialist officers such as CAOs.* As a result, QOL
checkers must voluntarily check the processes that QOL does not cover. This
approach is likely to lead to inconsistent effectiveness of QOL as an internal
quality control tool for complex Age Pension assessments.

348 The ANAO also found that there was an absence of ‘check the
checking’” procedures, which test the adequacy and accuracy of QOL checks
conducted by CAOs. Centrelink advised the ANAO, that ‘check the checking
procedures” were introduced for the Age Pension programme in early 2006,
with 300 QOL checked claims being rechecked each quarter. However, during
ANAQO fieldwork in March to May 2006, none of the CAOs interviewed by the
ANAQO stated that their work had been subject to QOL “check the checking’.

3.49 In light of these findings, the ANAO considers that there would be
benefit in Centrelink further reviewing how QOL is applied to complex Age
Pension assessments, and then introducing any identified improvements that
would strengthen controls to the correctness of complex Age Pension
assessments.

8 Audit Report No. 34 2000-01, op. cit., p. 93.

% Examples of processes undertaken by CAOs which are not covered by the QOL tool include: ensuring

the appropriate financial statements of a trust and/or company have been applied; the correct information
has been drawn from these statements; and the appropriate documentation has been examined when
assessing a customer who holds interests in a self-managed superannuation fund.
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4. Resourcing the Complex
Assessment Function

This chapter examines the resourcing strategies Centrelink has in place for the complex
Age Pension assessment function currently and into the future.
Introduction

4.1 The previous chapter discussed the importance to Centrelink’s
assessment of complex Age Pension entitlements of effective business
processes that:

. facilitate the appropriate referral of complex assessments to CAOs;

J ensure appropriate prioritisation of these assessments having regard to
timeliness KPIs; and,

J enable CSOs to effectively communicate the results of assessments to
customers.
4.2 However, effective business processes alone are not sufficient to ensure

that Centrelink is able to undertake these assessments in an efficient, effective
and timely manner. The function must also be adequately resourced.

4.3 Accordingly, Centrelink requires adequate numbers of CAOs to be
appropriately positioned throughout its network to undertake the assessment
of complex Age Pension cases. To do this, Centrelink requires an accurate
estimate of the total number of complex Age Pension assessments to be
processed, information about how this workload is distributed through the
Centrelink network and the average throughput of CAOs. As well, Centrelink
should have in place recruitment, training and succession planning strategies
that enable it to adequately meet future demands for CAOs.

4.4 Most CAOs undertake work on multiple programmes. For example, a
CAO working on Age Pension assessments typically also does similar
assessments for other programmes, such as Newstart and Youth Allowance.
Centrelink advised the ANAO that this made it difficult for Centrelink to
separately identify the number of CAOs working on Age Pension cases.
Centrelink further advised the ANAO that it would be time consuming and
expensive to provide time-series data on the number of CAOs allocated to the
Age Pension programme and associated caseload.
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4.5 For this reason, the analysis in this Chapter reports on data mainly at
the aggregate level, covering all programmes processed by CAOs. As
Chapter 1 discussed, the Age Pension programme represents around half
Centrelink’s caseload of complex assessments. Thus, while it is likely that the
aggregate analysis reported in this Chapter reflects the Age Pension
programme, it is possible there are some significant variations for that
programme.

4.6 The ANAO examined the major influences on resourcing CAOs,
including;:

° the number and distribution of CAOs; and

. Centrelink’s succession planning for CAOs.

Number and distribution of CAOs

Number of CAOs

4.7 During the ANAO audit of Age Pension New Claims in 2000%, Centrelink
had only 42 CAOs to process complex assessments across all programmes and
the entire network. Subsequent to that audit, and the introduction of legislation
in 2002 governing the treatment of social security customers’” interests in trusts

and companies under the Social Security Law®, Centrelink increased the
number of CAOs.

4.8 Figure 4.1 shows the associated spike in the number of CAOs, with a
peak of 223 in May 2003. Apart from this period, the number of CAOs has been
relatively stable at around 180. However, since mid-2005 the number of CAOs
has decreased slightly, with 166 CAOs employed by Centrelink as of
October 2006.

%  Audit Report No.34 2000-2001, op. cit.
8 Social Security Act 1991 (Cth), Social Security Administration Act 1999 (Cth), and Social Security
(International Agreements Act) 1999 (Cth).
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Figure 4.1
Number of CAOs, January 2002 to October 2006
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Source: ANAO analysis and data provided by Centrelink.

4.9 Subsequent to the substantial increase in CAO numbers in 2003, the
roles of CAOs also changed. In particular, CAOs took on a much broader role
within the Centrelink network, becoming not only responsible for processing
complex claims, but also taking on the primary training and consulting role
within the network for claims involving business interests which would not be
classified as complex. Most of this training is provided to CSOs. However,
CAOs are also responsible for providing training to other CAOs, as well as
other specialist Centrelink officers, such as Debt Raising Officers and
Authorised Review Officers.

Distribution of CAOs by Area

410 CAOs in the Centrelink network are managed primarily through the
individual Area Support Offices. Therefore, each Area Support Office is
responsible for developing the resource strategies that determine the number
of CAOs to be employed in their Area and their distribution. As each Area
contains different numbers of customers requiring a complex assessment, the
resourcing of CAOs differs between Areas.

411 The ANAO found varying resource strategies for the CAO role in place
across the Areas it visited during fieldwork for this audit. The ANAO
identified considerable variation in the numbers of CAOs employed per Area,
even after adjusting for differences in the number of complex assessments
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processed within each individual Area for all programmes (see Figure 4.2). For
example, Area East Coast employed fewer CAOs relative to its complex
caseload than Areas Western Australia and Hunter. However, the ANAO
noted that no Area Support Office had determined the number of CAOs
employed within their Area on the basis of a detailed analysis of costs and
benefits of CAOs.

Figure 4.2

Number of CAOs compared to caseload of complex assessments” per
Area 2005-06
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4.12

Notes:  A) Includes all complex assessments, not just Age Pension programme complex
assessments as Centrelink advises that it is currently unable to disaggregate this data to the
programme level.

B) Sth East-Area South East Victoria; SA-Area South Australia; Bris—Area Brisbane;
APC-Area Pacific Central (NSW); WA—-Area Western Australia; Hunter—Area Hunter (NSW);
East Coast—Area East Coast (NSW); West Vic—Area West Victoria; NC Vic—Area North Central
Victoria; Sth West—Area South West (NSW); CNQ-Area Central and North Queensland;
West NSW-Area  West (NSW); Sth  Metro-Area  South  Metro  (NSW);
Tasmania—Area Tasmania; ANA—Area North Australia (WA and NT).

ANAO analysis and data provided by Centrelink.

During fieldwork, many Area offices advised the ANAO that they

determined the number of CAOs for the forthcoming year mainly on the basis

of existing numbers, sometimes reduced in line with achieving an efficiency
dividend.®® However, two offices advised that they had reduced the number of

88

An efficiency dividend for CAOs involves reducing the overall number of CAOs for an Area, while

increasing the workload for the remaining CAOs. Efficiency dividends can be applied by Areas where
there has been a reduction in overall funding for that Area for the next financial year.
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CAOs undertaking complex Age Pension assessments in the belief that there
had been a reduction in caseload.

413 The ANAO has concerns about both these approaches, as:

. reducing the number of CAOs in line with efficiency dividend
reductions is not necessarily efficient. A better approach would be to
reduce the quantity of less efficient inputs and maintain or increase the
quantity of more efficient inputs, rather than cutting all resources
equally; and

. the data indicating that complex casework has reduced is unreliable,
and most likely incorrect, as the following section discusses.

Recent trends in CAO caseload

414 The Area Offices that had reduced the number of CAOs because they
believed that the volume of complex Age Pension assessments had decreased,
advised that they had based their analysis on the data contained in the CAO
Toolbox. Figure 4.3 shows that these data indicate that the complex caseload
had fallen substantially across the Centrelink network between July 2002 and
June 2005, from a total of 133 880 new claims and reviews in 2002-03 to 96 246
new claims and reviews in 2005-06.

Figure 4.3
Casework undertaken by CAOs between July 2002 and June 2006
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Source: ANAO analysis and CAO Toolbox data provided by Centrelink.
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415 The data demonstrates a downward trend in both the number of new
claims and the number of reviews undertaken by CAOs since 2002-03.%°

416 However, the downward trend indicated by the CAO Toolbox data was
at odds with the views of CAOs in the Centrelink network interviewed by the
ANAO. Over 90 per cent of CAOs interviewed believed that they had been
processing more complex cases in recent years, and that this reflected a broad
upward trend in the number of complex assessments.

417  Centrelink advised the ANAO that the data obtained from the CAO
Toolbox was most likely inaccurate and therefore did not reflect the actual
caseload of CAOs. It was therefore difficult for the ANAO to develop a firm
conclusion on the trends in the number of complex assessments being
processed for the Age Pension programme. The shortcomings of the CAO
Toolbox, and Centrelink’s plans to update the Toolbox were addressed in
Chapter 2 (see paragraphs 2.35 to 2.37).

Potential future complex Age Pension entitlements assessment
caseloads for CAOs

418 While there is uncertainty about the precise strength and direction of
recent growth in the complex assessment caseload, interviews with CAOs
during fieldwork indicated that they have generally been able to manage the
workload to date. However, there is evidence that this caseload will increase
substantially in coming years (see Figure 1.2 and paragraphs 1.12 to 1.16 in
Chapter 1).

Succession planning

419 CAO:s are experienced Centrelink officers who are required to possess a
particular set of skills in order to effectively carry out their duties. From its
fieldwork, the ANAO found that CAOs need to: possess an interest in
commerce and an understanding of general purpose financial reports; be able
to interpret and apply often complex legislation; be able to work unsupervised
while meeting tight deadlines; and possess the communication skills to liaise
with the financial sector and legal representatives and conduct training
courses.

4.20  Given the likely increase in the complex caseload for the Age Pension
programme in coming years, and the significance of the role CAOs play in

¥ Centrelink did not collect data on CAO casework numbers prior to this date.
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effectively and efficiently processing such claims, it is important that
Centrelink has strategies to ensure adequate numbers of CAOs are available
who possess these skills.

4.21 The ANAO examined Centrelink’s succession planning strategies for
CAOs aimed at ensuring that Centrelink has access to suitable people to fill the
role of CAOs in the future.

4.22  As mentioned in paragraph 4.10, the number of CAOs employed in the
Centrelink network is determined on an Area by Area basis by each Area’s
management. Each Area Support Office is also responsible for developing
succession planning strategies, to ensure that their Area maintains an adequate
number of CAOs, both to meet current needs and to plan for future
requirements.

4.23 However, the ANAO found that none of the five Area Support Offices
visited during fieldwork for this audit had developed succession planning
strategies to ensure adequate numbers of CAOs in the future. Centrelink
advised that none of its other Area Support Offices had undertaken analysis to
determine the number of CAOs likely to be required in the future, despite the
2006—-07 Budget changes to the Age Pension programme’s asset cut-off limits,
and the building impact of the Baby Boomer generation reaching retirement.

424 The ANAO found that the only succession planning currently
undertaken by the five Areas visited during the fieldwork stage of the audit
was undertaken on an ad hoc basis, with CAOs in a particular location
encouraging a small number of suitable CSOs to undertake training as it
became available. There appeared to be no procedures in place that allowed
Area Support Offices to provide for an expected increase in the demand for
CAOs by identifying and developing suitable CSOs to take on the role of
CAOs.

4.25 In one of the Areas visited by the ANAO, the number of CAOs
appeared to be low in comparison to the complex caseload in the Area and the
number of CAOs employed in other Areas with a similar caseload. The ANAO
was advised that this had occurred due to high turnover of staff at the CSO
level, creating a lack of suitably experienced staff to be trained as CAOs. The
CAOs in this Area advised the ANAO that they considered that the Area
would face future challenges in recruiting staff to CAO positions.

426 CAOs in two other Areas visited by the ANAO expressed similar
concerns about the likely difficulty to recruit suitable staff to undertake the
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CAOQO role. In this context, many of the CAOs interviewed by the ANAO noted
that nearly all those staff with the requisite technical skill-set had already been
recruited from the CSO ranks to work as CAQOs. As well, the main skill set of
the remaining CSOs in the network is focussed on customer service, rather
than the analytical capacities required to be a CAO.

Recommendation No.4

4.27  Given the expected growth in complex Age Pension cases, the ANAO
recommends that Centrelink develops and implements strategies to ensure
that there will be sufficient suitably trained and skilled staff available to
undertake the CAO role across the Centrelink network.

Centrelink response

4.28 Agreed. Centrelink’s planning has put it in good stead for the
introduction of the Pension Asset Taper changes in September 2007. Integral to
this work has been the recognition of the need to train and deploy a significant
number of extra CAOs to cover the initial surge in new claims.

= =

Ian McPhee Canberra ACT
Auditor-General 20 February 2007
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Appendix 1: Cases to be referred to CAOs

Definition of Complex Assessments

Centrelink considers the following cases to be complex, and requires Customer
Service Officers to refer them to a CAO.

Private trusts

Private trusts are ones where the customer or a member of their family has
created a trust. All initial assessments must be carried out by a CAO.

Private companies

Small companies created by small groups of business partners. All initial
assessments must be carried out by a CAO.

Complex partnerships
Partnerships involving multiple sources of income or primary production.
Assets hardship

The customer has substantial assets that affect the assets test, but little current
income and the customer is unable to rearrange their own financial affairs.
CAQO responsible for assessment of eligibility and rate payable.

Beneficial ownership

May occur when a customer has legal ownership of an asset but claims to be
holding it on behalf of someone else.

Self-Managed Super Funds and Small Australian Prudential Regulation
Authority Funds

A Self-Managed Super Fund is a superannuation fund with less than five
members and all members are trustees of the fund. The ATO regulates
Self-Managed Super Funds. A Small Australian Prudential Regulation
Authority Fund is a superannuation fund with less than five members and the
trustee is a corporate trustee that is approved by Australian Prudential
Regulation Authority (APRA). Small APRA Funds are regulated by APRA. If
either of these funds is paying a complying pension, it must be referred to a
CAO.
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Life interests

Arrangements where someone has the use of an asset for the duration of their
life but are unable to sell the object and access its value. For example a spouse
may die and allow their spouse to receive only the income from their
investments but not the amount invested. A CAO assesses how they were
created, and what asset and income items they include.

Granny flat arrangements

Occur when the customer 'pays' for a life interest or right to accommodation
for life in a private residence that is to be their principal home.

Pension Loan Scheme

This scheme allows people of Age Pension age to 'top up' their pension. Paid in
fortnightly instalments, the additional payments are a loan and are secured
against real estate owned by the customer.

Trust & company reviews

All private trusts and companies will be reviewed annually. All updates to the
trust or company record to be done by CAOs.

Foregone wages

Relevant when considering the transfer of farm land to a relative. Centrelink
places a value on the unpaid contribution made by the relative to the
customer's farm and offsets the 'gift' by the value of the 'unpaid wage'.

Irrecoverable loans

Relevant when a customer has loaned money to a third party and claims that
they are unable to recover some or all of their money.

Primary Production Aggregation

Aggregation is the only situation where a customer is allowed to offset the
debts of one business structure against the assets of another. Only applies to
primary production assets and liabilities.

Sale / leaseback and sale on terms

Occurs when a customer sells real estate but the contract provides for the
purchase price to be paid in instalments. Any other unusual sale contracts
should also be referred to the CAO.

ANAO Audit Report No.26 2006-07
Administration of Complex Age Pension Assessments

74



Appendix 1

Home equity conversion

A home equity conversion loan agreement is a mechanism which allows a
homeowner to convert all or part of the equity locked up in their home into
cash or a stream of income. A key feature of a home equity conversion
agreement is that the loan (including interest) is generally not repayable until
the homeowner moves out of his/her home or dies.

Self employment / carrying on a business

Before expenses are allowed as deductions, a determination must be made that
the customer is carrying on a business. Where the assessor is in doubt about
the customer's situation, or if unsure whether expenses being claimed by a self
employed customer are correct, the claim should be referred to a CAO.

Complex deprivation

Any case where the customer is transferring assets or income to third parties
and claims to be receiving something intangible in return.

Contrived arrangements

Cases involving situations where a customer appears to be taking advantage of
the income/ assets test or gifting rules by undertaking a complicated series of
transactions and receiving little or no income in return.

Other cases

Assessments that may be, but are not necessarily, complex in all instances.
Some consultancy with CAO may be required, depending on the Area,
Customer Service Centre, or Customer Service Officer. These assessments

include:

° sole traders;

J partnerships;

o Families Actual Means Test;

e Ministers of Religion;

° income streams;

o managed investments;

o margin loans;

° shares, options, warrants; and

. sale and purchase home in 12 months.
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Appendix 2: Centrelink response

I am writing to you in response to the Australian National Audit Office
(ANAOQO) Performance Audit report on the “Administration of Complex Age
Pension Assessments”.

I welcome this report and the collaborative manner in which the Audit has
been conducted. Thank you for the opportunity to comment on the report.

Recommendation No. 1

The ANAO recommends that Centrelink further improves its performance
measurement system so that it accurately measures the key elements of CAO
performance in undertaking complex Age Pension assessments, including payment
correctness, timeliness, and efficiency.

Centrelink Response:

Agreed. Centrelink undertakes to analyse what improvements can be achieved
in the measurement of CAO performance in conjunction with a cost/benefit
analysis of whether identified options represent value for money.

Recommendation No. 2

The ANAO recommends that Centrelink takes further steps to assist relevant staff in
applying a consistent definition of complex assessments when deciding whether
complex elements of Age Pension assessments should be referred to a CAO for
processing by:

(a) emphasising to CSOs of the need to follow relevant guidelines that have been
set by Centrelink’s National Support Office; and

(b) oversighting the development by Area Support Offices of appropriate
directions to CSOs for those potentially complex assessments that are not
covered by National Support Office guidelines.

Centrelink response:

Agreed. With regard to (b) above, Centrelink’s Seniors, Carers and Rural
National Business Line will develop consistent directions for all complex
assessments which will be applied nationally.
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Recommendation No. 3

The ANAO recommends that Centrelink analyse the range of current Area business
structures in place for processing complex Age Pension assessments, to determine
whether there are benefits in introducing standardised arrangements to facilitate
efficient processing of complex assessments, having regard to the operating
environment of each Area.

Centrelink response:

Agreed. Centrelink will institute a review in calendar year 2007 to determine
whether there are benefits in introducing a nationally standardised structure
for CAOs.

Recommendation No. 4

Given the expected growth in complex Age Pension cases, the ANAQO recommends that
Centrelink develops and implements strategies to ensure that there will be sufficient
suitably trained and skilled staff available to undertake the CAQO role across the
Centrelink network.

Centrelink response:

Agreed. Centrelink’s planning has put it in good stead for the introduction of
the Pension Asset Taper changes in September 2007. Integral to this work has
been the recognition of the need to train and deploy a significant number of
extra CAOs to cover the initial surge in new claims.

RSS And QOL

The Random Sample Survey (RSS) and Quality On-Line (QOL) are part of the
Business Assurance Framework and suite of tools by which Centrelink
measures payment correctness and checks assessments of customer claims in
order to provide assurance in relation to the integrity of outlays.

RSS

Through initiatives to prevent error (refer paragraph 2.25 of the Audit Report),
error analysis and measurement, Centrelink places considerable emphasis on
ensuring that customers receive their correct entitlements. RSS is part of
Centrelink’s assurance measure relating to payment correctness.

The discussion in the report regarding RSS for complex Age Pension
assessments should be seen in the context of the random sampling
methodology which is integral to the RSS process. Customers are randomly
selected from the general customer population for each payment type using a
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tested sampling methodology to ensure representativeness of the customers
selected re age gender, location, time on payment, amount of payment
received and whether they are partnered.

Complex assessments occur in most payment types. As the relative number of
complex assessments increase so too will their rate of selection in the random
samples. Complex Age Pension assessments, if selected, are reported on as part
of the overall sampling under RSS. RSS is not designed to measure complex
assessments specifically. Introduction of a bias to sample selection could
reduce the statistical integrity of the checks, thereby reducing overall
reliability.

In relation to the RSS results for the Age Pension quoted in the report it should
be noted that the dollar impact of errors can be quite low, for example nearly
60% of the Age Pension debts reported were less than $50 and the median
value was only $27.

RSS is designed to inform relevant policy departments, in line with their
assurance frameworks. Centrelink makes use of information, where it
reasonably can, to improve service delivery. The attribution of error to either
customers or staff is necessary to enable identification of the reason for error so
solutions can be developed appropriately.

As part of the wider regime of control and measurement of quality, Centrelink
has commenced the development of a quality assurance process specific to
CAOs. This will lead to a specific programme of quality assurance for CAO
work along similar lines to that currently employed for Centrelink’s
Authorised Review Officers (AROs).

QOL

The ANAO has questioned the role of QOL and its adequacy as a measure of
service delivery quality. However, QOL is not a quality assurance tool for
service delivery, it is, rather a payment correctness checking and control
process. The QOL process involves checking payments for correctness on the
basis of the right programme, right rate, right date and right person — the Four
Pillars of Payment Correctness. This check occurs after the initial assessment,
before the payment is made.

Centrelink considers that QOL is an adequate preventative measure to control
error before payments are made, as evidenced by the low rate of
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administrative incorrectness with a dollar impact (7.5%) found by the RSS in
relation to Age Pension payments.

Complex assessments, including those for Age Pension, are the claims or
reviews containing complex financial circumstances. Given they are a
relatively small proportion of the overall workload, it may not be cost effective
to tailor QOL to focus on these specific assessments. Complex assessments are
a subset of all Centrelink assessments across all payment types and they are
QOL checked accordingly.

QOL does not provide any quality assurance or checking of service delivery,
processes and procedures, information/policy or customer experience.
Furthermore QOL is an internal measure for Centrelink payment correctness.
QOL does not measure quality and does not measure organisational or
programme performance.
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Series Titles

Audit Report No.1 Performance Audit
Administration of the Native Title Respondents Funding Scheme
Attorney-General’s Department

Audit Report No.2 Performance Audit
Export Certification
Australian Quarantine and Inspection Service

Audit Report No.3 Performance Audit

Management of Army Minor Capital Equipment Procurement Projects
Department of Defence

Defence Materiel Organisation

Audit Report No.4 Performance Audit
Tax Agent and Business Portals
Australian Taxation Office

Audit Report No.5 Performance Audit
The Senate Order of the Departmental and Agency Contracts
(Calendar Year 2005 Compliance)

Audit Report No.6 Performance Audit
Recordkeeping including the Management of Electronic Records

Audit Report No.7 Performance Audit
Visa Management: Working Holiday Makers
Department of Immigration and Multicultural Affairs

Audit Report No.8 Performance Audit

Airservices Australia’s Upper Airspace Management Contracts with the Solomon
Islands Government

Airservices Australia

Audit Report No.9 Performance Audit

Management of the Acquisition of the Australian Light Armoured Vehicle Capability
Department of Defence

Defence Materiel Organisation

Audit Report No.10 Performance Audit

Management of the Standard Defence Supply System Remediation Programme
Department of Defence

Defence Materiel Organisation

Audit Report No.11 Performance Audit
National Food Industry Strategy
Department of Agriculture, Fisheries and Forestry
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Audit Report No.12 Performance Audit
Management of Family Tax Benefit Overpayments

Audit Report No.13 Performance Audit
Management of an IT Outsourcing Contract Follow-up Audit
Department of Veterans’ Affairs

Audit Report No.14 Performance Audit
Regulation of Pesticides and Veterinary Medicines
Australian Pesticides and Veterinary Medicines Authority

Audit Report No.15 Financial Statement Audit
Audits of the Financial Statements of Australian Government Entities for the Period
Ended 30 June 2006

Audit Report No.16 Performance Audit
Administration of Capital Gains Tax Compliance in the Individuals Market Segment
Australian Taxation Office

Audit Report No.17 Performance Audit
Treasury’s Management of International Financial Commitments—Follow-up Audit
Department of the Treasury

Audit Report No.18 Performance Audit

ASIC’s Processes for Receiving and Referring for Investigation Statutory Reports of
Suspected Breaches of the Corporations Act 2001

Australian Securities and Investments Commission

Audit Report No.19 Performance Audit

Administration of State and Territory Compliance with the Australian Health Care
Agreements

Department of Health and Ageing

Audit Report No.20 Performance Audit

Purchase, Chartering and Modification of the New Fleet Oiler
Department of Defence

Defence Materiel Organisation

Audit Report No.21 Performance Audit
Implementation of the revised Commonwealth Procurement Guidelines

Audit Report No.22 Performance Audit
Management of Intellectual property in the Australian Government Sector

Audit Report No.23 Performance Audit
Application of the Outcomes and Outputs Framework
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Series Titles

Audit Report No.24 Performance Audit
Customs’ Cargo Management Re-engineering Project
Australian Customs Service

Audit Report No.25 Performance Audit
Management of Airport Leases: Follow-up
Department of Transport and Regional Services
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Better Practice Guides

Developing and Managing Contracts

Getting the Right Outcome, Paying the Right Price
Implementation of Programme and Policy Initiatives:

Making implementation matter
Legal Services Arrangements in Australian Government Agencies
Preparation of Financial Statements by Public Sector Entities
Administration of Fringe Benefits Tax

User—Friendly Forms
Key Principles and Practices to Effectively Design
and Communicate Australian Government Forms

Public Sector Audit Committees

Fraud Control in Australian Government Agencies
Security and Control Update for SAP R/3

Better Practice in Annual Performance Reporting

Management of Scientific Research and Development
Projects in Commonwealth Agencies

Public Sector Governance
Goods and Services Tax (GST) Administration
Managing Parliamentary Workflow

Building Capability—A framework for managing
learning and development in the APS

Internal Budgeting

Administration of Grants

Performance Information in Portfolio Budget Statements
Life-Cycle Costing

Some Better Practice Principles for Developing
Policy Advice

Rehabilitation: Managing Return to Work
Internet Delivery Decisions
Planning for the Workforce of the Future

Business Continuity Management
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Feb 2007

Oct 2006
Aug 2006
Apr 2006
Feb 2006

Jan 2006

Feb 2005
Aug 2004
June 2004
Apr 2004

Dec 2003
July 2003
May 2003
Apr 2003

Apr 2003
Feb 2003
May 2002
May 2002
Dec 2001

Nov 2001
June 2001
Apr 2001
Mar 2001
Jan 2000



Building a Better Financial Management Framework
Building Better Financial Management Support
Commonwealth Agency Energy Management
Security and Control for SAP R/3

New Directions in Internal Audit

Controlling Performance and Outcomes
Management of Accounts Receivable

Protective Security Principles
(in Audit Report No.21 1997-98)

Better Practice Guides

Nov 1999
Nov 1999
June 1999
Oct 1998
July 1998
Dec 1997
Dec 1997

Dec 1997
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