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Centrelinkacknowledgestheeffort madeby ANAO to understandthechaiiengesfacing
ourorganisationandthework alreadyundertakenoverthepastoneto two yearsto
improvedebtmanagementprocessesandpractices.Centrelinkis continuingto look for
areasfor improvementin this areaof its operations.To this endCentrelinkhasembarked
uponaprocessto reform all aspectsofcomplianceor, asit is termedinternally,payment
integrity.

An approachto paymentintegrityis beingdevelopedwhich is basedon threecore
principles.Firstly, paymentintegrity is fundamentalto programmedesignand
implementationnot aseparateoperationalactivity. Secondly,an integratedmodelshould
addvaluethrougheffectivelycoordinatingan organisation’speople,processesand
technologicalcapabilitiessothat integrity-drivenperformanceis embeddedinto the
operatingcore.Thirdly, theorganisation’sculturemustbe appropriateto thenewfocus..

Thepaymentintegritystrategywill look atpaymentintegrityasan end-to-endprocess
with clearlinesof accountability.It will build on theprogressmadein thedebt
managementareaover thelasttwo years. It will targetpaymentaccuracyatall points of
interactionwith customersratherthanrely on reactiveremedialprocesses.It will be an
integratedstrategythatconsiderspolicy complexityanddesign,engagescustomersand
businessgroupsin establishingeffectivevoluntarycompliancewhile providingstaffwith
appropriatetrainingandtimeto identifyandmanagerisk.

ANAO madeninerecommendationsandCentrelinkhastakenstepsto irnplenienteachof
therecommendations.Two ofthe recommendationshavebeenimplementedandthe
remainderareunderway. Commentson progresswith eachof the recommendations
follow.

Recommendation1:

‘TheANAO recommendsthat, in developingareplacementfor Centrelink’scurrentDebt
ServicingStrategy,theagency:

• continueto improvecommunicationflows betweenteamswithin Centrelink
responsiblefor debtprevention,identificationandrecoveiy;and

• align debtrisksto complianceandservicedeliveryrisks,enablinggreater
efficienciesin debtmanagementactivities.

Progressto date:

Work on this recommendationis underwayin thecontextofthedevelopmentofthe
overarchingpaymentintegritystrategy.This strategywill betteralign andco-ordinatethe
functionsandstrategicprioritiesoftherelevantCentrelinicteams.
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TheDebtServicingStrategywill focuson thespecificoperationalelementsofdebt
managementwithin thebroaderobjectiveofpaymentintegrity.

Thestrategywill be completedby 30 June2005.

Recommendation2:

‘The ANAO recommendsthat FaCS,in consultationwith Centrelink,reviewtheexternal
performancemonitoringregimefor debtmanagementin Centrelinkto promotebetter
practicesandperformanceimprovements.In particular,theANAO recommendsthatthe
reviewconsiderthebenefitsof:

• Replacingthecurrentdebtkeyperformanceindicatorsin theFaCS—Centrelink
BusinessPartnershipAgreementwith indicatorsthatmeasuretheeffectivenessof
thefourmajorphasesof debtmanagement(prevention,identification,raisingand
recovery);and

• RevisingtheOutcome—Outputmeasuresinboth FaGSandCentrelinkPortfolio
BudgetStatementsto encompassthesemeasures,whichwould thenbe reported
againstin theagencies’respectiveAnnual Reportsto theParliament.’

Progressto date:

New DebtRaisingandRecoveryOutputMeasureshavebeendevelopedandagreedby
FaCSandCentrelinkunderAlliance 2004OutcomesOutputsFramework(OOF)and
implementedfrom July2004. Therelevantoutputmeasuresare:
DebtRaising: Thatdebtsdeterminedbe 65%oftheundetermineddebtbase
DebtRecovery:Thevalueofdebtsunderrecoverybe 65%ofthedebtbase

Thedebtraisingoutputmeasureovercomesthedeficienciesof thepreviousmeasureand
promotesaconsistentapproachacrossthenetworkto dealingwith debtsin a timely
fashion.Thedebtrecoveryoutputmeasurebetteraddressesthechangingnatureofthe
customerbaseandthechangesovertimeto customerpreferencefor repaymentoptions.
Both outputmeasuresprovideabetterfocusfor networkactivity andremainrelevant
irrespectiveofthe level ofcomplianceactivity orsavingsmeasuresinitiated by Client
Agencies.
In September2004FaGSandCentrelinkagreedto signanMOU coveringall of
Centrelink’sdebtmanagementactivity. TheMOLI includesa mechanismfor developing
andreviewingoutputmeasures.This MOU wasnotprogressedin light of thechangesto
theAdministrativeArrangementsOrderswhichfollowed theelectionin 2004.
As aresultoftheAdministrativeArrangementsOrderstheadministrationoftheSocial
SecurityAct is now sharedbytheDepartmentof FamilyandCommunityServices,
DepartmentofEmploymentandWorkplaceRelationsandtheDepartmentofEducation
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ScienceandTraining. Centrelinkhasestablishedan interdepartmentalforum asavehicle
forongoingdialogueon debtmanagementissues.A majorfocusof this dialogueis the
developmentofan outputmeasurefor debtprevention.

Recommendation3:

‘TheANAG recommendsthat Centrelinkmonitor customersatisfactionwith the
administrationofits debtraisingandrecoveryactivities,andusetheresultsto improve
debtservicedelivery.’

Progressto date:

TheCustomerSatisfactionProjectcommencedin October2004.

Thisprojectconsidersanumberoffacetsincludingtheconductof a longitudinal
customersurveyandtheconductofValueCreationWorkshopswith customers.

Theresearchwill be completedby May2005.

RecommendatIon4:
‘TheANAO recommendsthatCentrelinkreviewtheimplementation,includingfunding
arrangements,of debtpreventionactivesacrossits network,anddeterminewhetherthis
implementationsupportseffectiveleadershipandcoordinationof debtpreventionand
managementinitiativesby Centrelink’sDebt ServicesTeam.’

Progressto date:

Thecompletionof work on this recommendationis dependentupon,andshouldreflect,
theoutcomesofdiscussionswith client departmentson thedebtpreventionoutput
measure.

In theinterimwork is continuingon thepaymentintegritystrategy.Thiswill broadenthe
understandingin thenetworkofpaymentintegrityandits relevancetopreventionofdebt
in theshorttermandlongterm.Theessentialthrustofthis work is thatpayment
correctnessandthereforedebtpreventionis corebusinessforthenetworkatlargenotjust
thestaffspecificallydesignatedwith adebtpreventionfunction

Recommendation5:
“The ANAO recommendsto helpsupportdebtpreventioninitiatives,Centrelinkdevelop
a set ofinternalperformanceindicatorsthat accuratelymeasure,and/orassess,the
effectivenessof its debtpreventionactivities.’

Progressto date:

As with Recommendation4, this activitycannotbecompleteduntil an externaloutput
measurefor debtpreventionhasbeenagreedwith clientdepartments.
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Recommendation6:

‘The ANAO recommendsthat Centrelinkundertakea reviewoftheaccuracyofthevalue
ofdebtsdeterminedandraisedby its ComplianceTeams.If theresultsof thisanalysis
identifylow ratesof accuracy,immediateremedialactionis advisable.’

Progressto date:

Thereviewis underwayandis duefor completionby theendofApril 2005.

RecommendatIon7:
‘The ANAO recommendsthatCentrelinkanalysetheappropriatenessof applyingdebt
waiversthroughoutits network,especiallyattheOriginal Decision-Makerlevel in
SpecialistDebtRaisingTeams.If theresultsofthis analysisidentify low ratesof
appropriatenessorconsistency,immediateremedialactionis advisable.

Progressto date:

This projectis underwayandwill be completedby 30 June2005.

Recommendation8:
‘The ANAO recommendsthat to increasetheefficiencyandeffectivenessofdebt
recoveryoperations,aswell ascustomerservice,Centrelink:

• Proceedwith theplannedimplementationof anationally-basedapproachto its
recoveryoperations,whichprovidesguidanceto Areasaboutrecoverystructures,
processesandpractices;and

• Upgradetherecoveryinfrastructure;includingthetelephonicandonlinesystems,
to ensurecustomerscanreadilyaccessRecoveryOfficers.

Progressto date:

This recommendationhasbeenimplemented.

New centraliseddebtrecoveryarrangementswereimplementedon 1 October2004.On I
October2004Centrelinkestablished6 specialistdebtrecoverysites. Fiveof thesesites
operateasavirtual teamandthesixthspecialisesin indigenousspecificpayments.

A dedicatedtelephonenumberfor customersto contactDebt Recoverywasimplemented
on 1 October2004.

H
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Anupgradeofthetelephonesystem,ComputerTechnologyIntegration(CTI), is dueto
becompletedby 30 June2005.

Recommendation9:
‘The ANAO recommendsthatCentrelinkto continuewith thedevelopmentof:

• A nationaltrainingprogramfor RecoveryOfficersto provideconsistencyof
approachaswell asadequacyofskills, andwhichwould supportahigh level of
performance,throughouttheCentrelinknetwork;and

• Debtrecoveryscriptorsfor useby RecoveryOfficers,to improveconsistencyof
adviceanddecision-making.

Progressto date:

Thisrecommendationhasbeenimplemented.

Prior to theimplementationofthenewdebtrecoveryarrangements,all debtrecovery
staffreceivedtrainingto improvecustomerrelationsandto ensurethattheoverpayments
arerecoveredin atimely andefficientmannerwithout placingthecustomerin undue
financialhardship.

WelfareRightswerecontactedto assistin thedevelopmentofthetraining. At the
trainingcoursesrepresentativesof WelfareRightsdeliveredasessiononthecustomer
perspectiveandexperiencesin dealingwith Centrelinkon debtrelatedissues.

This trainingpackagecontinuesto beusedfor newstaffrecruitedafter1 October2004.
Accreditationfor thecourseasaCertificateIV in debtrecoveryis currentlybeingsought.

Twodebtrecoveryscriptshavebeendeveloped.

• A talk scripthasbeendevelopedto assistrecoverystaffto beprofessionalin their
approachandto negotiateasuitablerepaymentwithout causingcustomers
financialhardship,and

• An accountrecoveryscripthasbeendevelopedto assistrecoverystaffin handling
repaymentarrangements,withholdings,garnishees,write offs,waivers,recording
missingpayments,sendinglettersandcontactingcustomersandthirdparties.
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Submissionto the Inquiry by the Joint Committee of Public Accounts
and Audit into Audit Report No. 15 2004-2005Financial

Managementof SpecialAppropriations

Introduction

TheDepartmentofFinanceandAdministration(Finance)welcomestheopportunity
to contributeto theJointCommitteeofPublicAccountsandAudit’s inquiry into
Audit ReportNo.152004-2005FinancialManagementofSpecialAppropriations.

Financenotestheissuesraisedby theAustralianNationalAudit Office (ANAO) in
preparingthereportandconsidersthat it will serveto focusagencies’attentionon
appropriationmanagement.

Underthefinancialframework,ChiefExecutivesareresponsiblefor theproper
managementofappropriations.Financeprovidesguidanceto assistagenciesto
understandtheirresponsibilities.

In theauditreport,theANAO notedthatdueto the auditandFinance’sguidance
“entitieshaveincreasedtheirfocus” on legislativerequirementsandreflectedthis in
theirmanagementpractices.TheANAO alsoacknowledgedthenumerouspiecesof
guidanceissuedby Financeprior to theaudit andnotedthattheguidancewould
“provideastrongplatform for agenciesto enhancetheirmanagementanddisclosure
ofappropriations”.

Basedon discussionheldwith agencies,Financealso considersthat agenciesare
improving theirfocusonappropriationmanagement.

Finance’swork on specialappropriations
In theyearprior to theaudit, Financeissuedseveralpiecesofguidanceto agenciesto
assistthemwith themanagementoftheirappropriations.Thisguidanceincluded:

• theFinanceMinister’s (financialstatement)Orders(FMOs) that areissuedeach
yearto agenciesandwhichrequiredisclosureoftheuseof appropriations,
includingspecialappropriationsin an agency’sfinancialstatements;

a In the2004-05FMOs,Financeexpandedtheguidanceon special
appropriationsto providegreaterclarityon thedisclosurerequired.

• EstimatesMemorandum2003/27,whichprovidedanoverviewasto how the
appropriationsframeworkoperates;

• FinanceCircular 2004/06,whichexplainedthat an appropriationis requiredto
supporttheexpenditureof anymoneyheldby theCommonwealth;

• FinanceCircular 2004/07,whichexplainstheneedfor officials to beauthorised
by adrawingright in orderto spendmoneysheldby theCommonwealth.This
includeshow agenciescanspendmoneysfrom specialappropriationsthat arethe
responsibilityof anotheragency;

• FinanceCircular 2004/08onrepaymentsmadeby agenciesunderthespecial
appropriationprovidedby section28 oftheFMA Act;

• FinanceCircular2004/16,whichremindsagenciesoftheirresponsibilitiesunder
theFMA Act for appropriationmanagement,includingwhataccountsandrecords
needto bekeptfor appropriationsandcashdrawndownto agencies’bank
accounts;and



• FinanceCircular2004/17onappropriationsforpaymentto CACbodies,including
thosethat areappropriatedvia specialappropriation.It alsoremindsentitiesofthe
reportingrequirementsfor CACbodiesreceivingthesemoneys.

CopiesofthesefinancecircularsandtheEstimateMemorandumareattachedfor
information.

Addressingthe audit recommendations
TheANAO auditmadethreerecommendationsthatrelatedto thefinancialframework
andFinance.

• Recommendation3 requeststhatFinancereviewtheguidanceandfinancial
reportingrequirementsofspecialappropriations,specifically,3(a)- special
appropriationsnotdrawnon in agivenyear,3(b) - specialappropriationsthat are
theadministrativeresponsibilityofanotheragencyand3(c) - theapproachto
achieveaclearreadbetweenbudgetedand actualuseofspecialappropriations.

o Financehasaddressedtheissuesidentifiedin Recommendation3(a) and
3(b)throughtheadditionalguidanceprovidedin the2004-05FMOs.In
regardsto Recommendation3(c) Financeis currentlyreviewingagencies’
currentpracticeswith aview to improvingtheclearreadbetweenagencies
Portfolio BudgetStatementsandAnnualReports.

• Recommendation4 requestsFinanceto promulgateadviceon themanagement
anddisclosureofspecialappropriationsto CommonwealthAuthoritiesand
CompaniesAct1997(CAC) bodies,including therolesandresponsibilitiesof
Finance,portfolio DepartmentsandCAC bodies.

o Financehasaddressedthis issuethroughtheissueofFinanceCircular
2004/17— Appropriationsfor paymentto CACbodieson 29 October2004.

• Recommendation5(a) requeststhatFinanceexamineoptionsto promotegreater
consistencyin themanagementofspecialappropriationsby Commonwealth
entities.

o Financehasaddressedthis issuethroughEstimateMemorandum2003/27
andFinanceCircular2004/16,whichshouldenhanceagencies’
understandingofappropriationsandresultin betterappropriation
management.

• Theauditreportalsoidentified,butmadeno recommendation,that someagencies
werenot estimatingtheirdaily fundingrequirements.Financeis developinga
financecircularthatremindsagenciesto estimatetheirnext-daycashdrawdown
requirementsin orderto minimisetheoccurrenceof intra-dayoverdrafts.This
financecircularis expectedto be issuedin April 2005.

ConsolidatedRevenueFund (CRF) and Surplus Revenue
TheauditreportdiscussedthecompositionoftheCRFandhow it is calculated.The
balanceoftheCRFcanbecalculatedin oneoftwo ways. Firstly, by addingthecash
balancescontrolledandadministeredby all agenciesreportingundertheFMA Act,
includingspecialpublic moneys,whicharereportedseparatelyby agencies.The
secondapproachis to derivethebalanceoftheCRFby subtractingfrom total general
governmentsectorcashthebalancesofcashcontrolledandadministeredby bodies



undertheCommonwealthAuthoritiesandCompaniesAct1997, andthenadding
specialpublicmoneys.

Bothcalculationsgive thesameresultbut thesecondapproachhasbeenreportedin
BudgetPaperNo.1,aswell asin theConsolidatedFinancialStatements,asit provides
areconciliationbetweentotalgeneralgovernmentsectorcash,asreportedin the
budgetedandactualfinancialstatements,andthebalanceoftheCRF.

TheauditreportalsodiscussedFinance’scalculationof SurplusRevenueunder
section94 oftheConstitution.On 10 June2004,theANAO andFinance,aspartof
theaudit, discussedthis issue.FinanceadvisedtheANAO that surplusrevenue
calculationshadbeendone- in thecontextoftheANAO’s annualfinancial
statementsaudit - for all financialyearsfrom 1999-2000to 2002-03.

However,in light oftheevolvinglegal adviceasto whatcomponentscomprise
surplusrevenuefollowing theabolitionoffundaccountingin 1999,Finance
undertookto reviewall ofits surplusrevenuecalculationsoverthisperiod and
providerevisedcalculationsto theANAO aspartof its specialappropriationsaudit.
Thesecalculationswere subsequentlyreviewed,signedoff by seniorofficersin the
Departmentandprovidedto theANAO, in a consistentformat,on 26 October2004.

Conclusion
Financeconsidersthat agenciesaremoreawareoftheirresponsibilitiesandare
respondingto boththeenhancedguidanceavailableandtherecommendationsofthe
auditreport.

Theadditionalguidancealreadymadeavailableby Financeandthework still
underwayshouldfurtherassistagenciesto implementinternalcontrolsthat will allow
propermanagementofspecialappropriations.

DepartmentofFinanceandAdministration
23 March2005
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