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18 August 2006 Australian Government

Ms Sharon Grierson MP
Deputy Chair
Joint Committee of Public Accounts and Audit
Parliament House
CANBERRA ACT 2600

e
C?

Centrelink
giving you options

Dear Ms Grierson

Firstly, I must apologise for the late departure of this letter from my office. Despite
the letter having been prepared in late May, due to an administrative mix-up it was
not provided to me for my signature until today.

This is a response to a letter from the Secretary of the Joint Committee on Public
Accounts and Audit (JCPAA) dated 7 November 2005. Chapter 7 of JCPAA Report
404: (Review of Auditor-General’s Reports 2003-2004 Third and Fourth Quarters:
and First and Second Quarters of 2004-2005) deals with Management of Customer
Debt - Centrelink.

The JCPAA made six recommendations (Recommendations 18-23) regarding
management of customer debt in Centrehnk. The attached document details
Centrelink’s implementation of each of the six recommendations.

Yours sincerely

Jeff Whalan
Chief Executive Officer

Chief Executive Officer
Box 7788 Canberra Busintss Centre ACT 2610 Telephone: (02) 6212 0168 Facsimik: (02) 6212 0123

wwwxentrelink.gov.au
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JOINT COMMITTEE OF PUBLIC ACCOUNTS AND AUDIT
REPORT [No. 4041

[ReviewofAuditor-General’sReports2003-2004Third andFourth Quarters; andFirst
andSecondQuarters of2004-200SJ

General comments

Chapter7 ofJ~PAARepor 404: (ReviewofAuditorGeneral’sreports2003-2004Thirdand
Fourth Quarrers,and First andSecondQuartersof2004-2005) dealswith Managementof
Customerdebt— Centre/ink.

TheJCPAAmadesix reco,nm.endations(Recommendations18-23)regardingmanagementof
customerdebtin Centre/ink..

Centrelink ‘s responseto the recommendations

Centrelinkis imp]erncntingand testingnewinitiatives aimedatensuringthat paymentsarc
right in the first instanceandremainright. Theseareoutlinedbelow.

Thecreationof theBusinessIntegrityDivision andthcBusinessIntegrityBusinessLine
NationalManagerhasprovidedan improvedmechanismfor emphasisingto theservice
deliverynetworktheimportanceofgettingthepaymcntright from thefirst contactwith the
customeronwards. Theaim of this approachis to reducethe relianceOfl the currentreview
processeswhichareconductedat a laterdate.

CentrelinkpursuestheGetting It Rightobjectiveby focusingrisk, issueandquality
managementeffort in the following areasof Centrelinkoperations:

on

RecommendationNo. 18 paragraph7.29.

The Committee recommendsthat Centrehink prioritise the implementation of its
paymentintegrity strategy to ensurethat paymentsare right in the first instance,
rather than relying on re4ictive processes.

Centrelink should report to the Committee on its progress in implementing the
paymentstrategy in February 2006and July 2006.
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• Staffknowledgeandcompetence
• Documentationof decisionsandcustomercontact
• Businessprocesses,includingindividualwork practices
• I&T too1~and systemssupport
• Servicedelivery arrangementsfor high risk functions
• Referenecmaterial
• Internalcommunication
• Quality management
• Managementinformation
• Demandoverloads
• Policy advicefrom policy departments.

TheGetting it RightStrategyis implementedthroughthefollowing activities:

• Applicationof Centrelink’scorebusinessprocesses
• Applicationof Getting It Right minimumstandards
• Applicationof ‘must dos’
• Applicationof Gettingit Rightprocedures
• DeliveryofGettingIt Rightprojects
• Developmentand implementationofGetting It RightAction Plans
9 Implementationof theGetting It Right CommunicationStrategy.

Gettingit Right Action Plans

New Getting It Right Action Plansaredevelopedandsupportedby theBusinessIntegrity
Division:
• As acontributionto changemanagementactivitiesand
• As aresponseto specificeventssuchasAudits,Minisrerials,Media,Risk Assessments

andEvaluations.

National DebtPreventionStrategiesfor Studentsand for Indigenous Customers

In 2005,approximately$99million of total Centrelinkpreventablecustomerdebtwas
attributableto hill time studentcustomers.Approximately29%of ABSTUDY customers,
31% of AustudyCustomersand 23%of Youth Allowancecustomersincurreddebts.

In 2004/05,$91 million (4.48%)of total Centrelinkpreventablecustomerdebtwas
attributableto Indigenouscustomers.However,Indigenouscustomersrepresentonly 3.18%
of Centrelink’scustomerhase. This meansthat indigenouscustomersarefar morelikely to
accumulateadebt.

Centrelinkhascommencedwork on NationalDebtl-’reventionStrategiesfor studentsandfor
indigenouscustomers.

Theprojectswill produceNationalImplementationStrategiesfor DebtPreventionActivities
relatingto StudentandIndigenousCustomersfor 2006/07. Theprojectobjectivesare:
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• to preparenationalStudentandIndigenousdebtpreventionstrategiesreadyfor
implementationon 1 July 2006and

• to reducethe numberanddollar valueof debtsincurredby both StudentsandIndigenous
customers.

Centrelinkhasanumberof strategiesin placeto minimiseerrorsby Centrelinkstaffandto
maximisecustomercompliance.Thesestrategiesincludethefollowing.

• The developmentof adebtpreventionstrategyin the leadup to theCommonwealth
Gamesaimedat customersemployedfor thedurationof theGames.Thestrategy
combinedadvertisingthepreventionmessageandproviding reportingfacilities at
competitionvenues,aswell aspromotingthe preventionmessagein CustomerService
Centres.

• Thesestepshada significantimpactin preventingdebtfor thosewho benefitedthrough
higheremploymentlevelsassociatedwith theGames. As a resultof thestrategy,the
pereentageof customersprovidingverification hasrisenfrom 27.15%to 33.21%and
therewasalsoariseof 30,000in instancesofreportedearningsin themonthofMarch
2006. A similar preventionpackageis beingdevelopedfor the2006Census.Theactions
takenunderthis approachincluded:

incorporatingdebtpreventionproductsin JobSeekerInformation Kits to be
routinely issuedto all newworking ageclaimants

• promotingto Centrelinkcustomersthekcy messagethat theyareresponsiblefor
maintainingpayslipsto verify earnings

• communicatingCentrelink’sdebtpreventionmessagein scheduledl~xposandJob
Fairs in the leadup to theGames

* a payslipsenvelopeblitz in February2006,makingit easierfor all employeesto
keepan incomerecord

• conductingan outreachcampaignwith Gamesemployersto promotedebtreduction
and

• providingemployerservicesthroughCentrelink’sBusinessHotline.

• Thedevelopmentofimprovedliaison protocolsbetweenstatecorrectionalfacilitiesand
Centrelinkhasresultedin achangeto Centrelinkbusinesswhencustomersareadmittedto
prison. For the2004-05FinancialYear (in spitea63%increasein thenumberof identified
admissionsnationally (15,000to 25,000)dueto betterdirectcontactwith prisons),therewas
a40% reductionin thevalueofdebts(2.Im to I 3m) over thepreviousfinancialyear. This
hasresultedin increasedpaymentcorrectionanda reductionin outlays. This innovative
procedurehasbeenamalgamatedacrossall of Centrelink. Figuresavailablefor 2005-6
confirm this continuesto achievee~cellcntresults

• Theuseof RandomSampleSurveysas amechanismfor identifying the level of errorand
thereasonserrorsoccurwithin Centrelinkpayments.A representativesampleofthe
customerpopulationis subjectedto afull reviewof their circumstancesto determinewhether
customersarebeingcorrectlypai&
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The KeepingtheSystemFairMediaCampaigncommencedon 5 September2005. In the
eightmonthsfrom September2005 to April 2006,thecampaigndeliveredthefollowing
outcomes:

• Customercontactsto Centrelinkresultedin 22,167ratereductionsorcancellations,at
an averagefortnigh.tly savingof $92.39and

o Tip-offs from membersof thepublic resultedin 1,587ratereductionsorcancellations,
at an averagefortnightly savingof$285.56. All thesecontactshaveeitherpreventeda
debtbeingcreatedor increasingin size.

• Working with customersto reduceoverpaymentsthrougha newcustomeraccount
statement.From June2006,Centrelinkwill issuethesestatementsevery12 weeksto
aroundfourmillion customersto givethemaregularsnapshotofthe information
containedon theirrecord.

• Rolling out projectsto enablethird partiesto assistupdatingcustomerdetails,for
example,employersreportinganemployee’scasualearningselectronicallyto Centrelink.
Introducjngprintedreceiptsfrom Decembersocustomerswon’t haveto wait for
confirmationlettersfrom Centrclink This meanspeoplecanfeel moreconfidentin their
dealingswith Centrelink,astheywill havea referencenumbertheycan quoteforfuture
contacts.

• Continuingto expandwebandphoneselfserviceoptionsto allow customersto more
readilyandaccuratelynotify Centrelinkof changesin theircircumstances.Online
servicesareaccessedon theCentielinkwebsiteatwww.centrelink.gov.au.Some
customersareableto makeupdatesto theirdetails,suchasreportingemployment
incomeor updatingtheiremaildetails,reportfuturestudy intentions,claiming child care
benefit, youth allowance(students,Austudyandsomeotherfamily assistancepayments).

Centrelinkis working to developandtest newdatamatchingactivitiesandtheuseof
electronicreportingwith both academicinstitutionsandmajoremployersin aneffort to
preventdebt.

TheCentrelinkAcademicReassessmentTransformation(CART)projectwill automate
informationtransferbetweenparticipatingEducationInstitutionsandCentrelinkwith aview
to (over aperiodof time) increasingthenumberof customerswho arccoveredby eitherdata
matchingor electronicnotification,

CART is afouryearproject, with theprojectedtakeup of 160,000studentsby mid 2007.
This is approximately60% ofCentrelink’sstudentbasewho arestudyingateithera
UniversityorTAFE. CART will rollout acrosstheStatesover thenext 12 months,with

RecommendationNo. 19 paragraph 7.36

The conunittee recommends that Centrelink proceed with data matching
activities with academicinstitutions and major employers,ir~ aneffort to prevent
debtsincurred when clients changestudy coursesor employment

.
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EducationalInstitutionsbuilding theCART processwithin theirIT schedulesandresources.
A final reportis expectedto be readyby 16thJune2006.

Centrelinkis also rolling outprojectsto enablethird partiesto assistupdatingcustomer
details,for example,employersreportingan employee’scasualearningselectronicallyto
Centrelink. In the 2004/05FinancialYear,7,588 files were loadedfor theColesMyerpilot
projectand 3,615reviewswerefinalised. To date,this financialyear,therehavebeen7,090
files loadedand6,693 files havebeenfinalised. Annualisedsavingsto datethis financialyear
are$7,671,530.00

Responseto the recommendation(s)

TheChild SupportAgency(CSA)distributesdebtsto berecoveredin a setperiodand
measurestheperformanceof therecoveryteamsby theirsuccessfularrangements.Centrelink
is investigatingtheviability of implementingsimilarprocesses.With CSAinput,Centrelink
will developa profiling model to identify debtorswho aremorelikely to be ableto paytheir
debtsandnegotiatean appropriaterecoveryarrangement.DebtRecoveryteamswill receive
managementinformationthatwill indicatetheirsuccesses.Performanceindicatorswill need
to be developedto enhancethis strategy.

The BusinessIntegrity Division within Centrelinkis currentlyreviewingits functional
structureincluding thealignmentof teamsresponsiblefor paymentintegrity. Centrelinkaims
to fully integrate‘compliance’ capabilitieswith an ‘end to end’ view oftheprogramsthat are
deliveredonbehalfof client agencies.

Thenewadministrativearrangementsprovidean opportunityto workwith Policy
Departmentson modelsneededto supportspecificprogramobjectives,includingdebt
preventionandrninimisationprojects.KeyPerformanceIndicatorscontainedin theBusiness
PartnershipAgreementsand individual ServiceLevel Agreementswill enableCentrelinkto
measureperformancein debtprevention.

Ongoingresearchis refiningCentrelink’sunderstandingof thecharacteristicsofthose
customersatgreaterrisk of incurringa debt. Centrelinkcontinuesto managecompliance,

RecommendationNo. 20 paragraph 7.49
The committee recoirnuends that Centrelink review its methods of identifying
customer debt, with a view to improving current methods of debt identification, or
increasing the i-esourcesdedicated to compliancereviews. Centrelink should also
take into consideration the ANAO’s suggestionthat it consider other methods of’
debt identification, suchas:
• crossreferencing customer behaviour and attributes with known debt factors to

better target debt prevention strategies;
• Drawing on the experienceof other agenciessuch as the Australian Taxation

Office and the Child Support Agency to develop bestpractice models for debt
management;and

• Increasing support for national coordination unit to better manage debt
prevention projects.
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servicedelivery andcustomerrisksthroughcapabilitiessuchas ServiceProfiling, Data
Matching,RandomSampleSurveysandtargetedreviewswhichanticipaterisk of payment
incorrectness(debt.) anddefinethenatureof thecontactwith thecustomer.

TheMay 2006budgethasprovidedCentrelinkwith significantadditionalresourceswithin
thecomplianceframeworkto bettertarget ‘at risk’ customers.

Responseto the recommendation(s)

Centrelinkstaffusenationalon-linereferencematerialsto assistthemin makingdecisions
relatingto customerentitlements.This materialis knownase-Referenceandcoversall
aspectsofmakingcustomerpayments,raisingdebtsand,whereappropriate,waiving recovery
of debts. It is theresponsibilityof theFraudandDebtManagementBranchto ensurethe
debtraising,recoveryandnon-recoverye-Referencematerialis currentandaccurate.

Therearespecific individual e-Referenceproceduresthat coverall thewaiverprovisionsin a
comprehensivemannereg in depthmaterial existson what constitutes solely’ administrative
errorandgoodfaith. This, in conjunctionwith theGuidesto Social SecurityandFamily
AssistanceLaw andtheInstrumentof Delegationfor Debt Recovery,providesanational
standardon how staffcanexercisethedelegationto waiveandin whatcircumstances.Ow-
the-jobtrainingis providedin theNetworkandall changesto thee-Referencematerialis
pLiblishedin newslettersandNationalNetwork Updates.

TheAustralianNationalAudit Office is currentlyconductingan auditinto Family Tax
Benefit debt,includingwhetherCentrelinkstaffhaveusedthewaiver(non-recovery)
provisionscontainedin theFamily Assistance(Administrative)Act 2000appropriatelyin
individual cases.Independently,aninternal Centrelinkaudit intobothwaiverandthe
finalising of debtsas ‘no debt’ for otheradministeredpaymentdebtsis currentlyunderway.
Subjectto thefindingsofthe internalaudit, theANAO mayconductits ownaudit ata later
date.

RecommendationNo. 21 paragraph 7.61
The committee recommends that Centrelink provide training to all officers
responsible for debt raising, on the correct circumstancesin which to apply a
debt waiver. The training should focus on empowering workers to make
responsibledecisions, and an emphasis on the importance of getting decisions
right in thefirst instance,and not relying ondownstreamappeal mechanisms.

Centrelink should also introduce a standard operating procedure whereby debt
raising officers refer any matters on which they are uncertain whether to apply a
‘special circumstances’waiver, to a more seniorofficer for consideration.

Centrelink should undertake a review of the appropriatenessof applying Debt
Waivers throughout the Centrelink network, taking into account the matters
raised in the ANAO report, asa matter of prioriky.
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Theaimof the internalaudit is to evaluatetheappropriatenessof applyingdebtwaiversin
accordancewith thelegislationand guidelinesavailablein e-Referenceand,whereevident,
implementstrategiesto improvetheapplicationof thewaiverprovisions.

As partof eithertheANAO orthe internalaudit recommendations,e-Referencewill be
updatedaccordingly.

Wherea workingagecustomerhasincurreda debtof $20,000or moreandwaiveris an
option,theDepartmentof EmploymentandWorkplaceRelationshasretainedtheright to
makethe decisionwhetherto proceedwith thewaiveror not. A securesystemhasbeen
implementedfor thereferralof thesedebtsto DEWRandany subsequentactionrequiredto
actionthewaiver.

Responseto the recommendation(s)

TheSocialSecurityAct 1991 containswaiverprovisions,including thesmall debtwaiver
provision. This provisionallows for small debtsto be waivedatthetime theyareidentifiedif
is not costeffectiveto pursuerecovery. Thecurrentpolicy is that all debtsof $50.00ormore
arecost-effectiveto pursueandthatall debtsof lessthan$50 will bewaived.

Decisionsregardingchangingpolicy arefor thepolicy departmentsto make. In March2005,
Centrelinkwrote to the(then)DepartmentofFamily andCommunityServices(FaCS)asking
that considei-ationbegiven to:

• increasingthelimit on automaticwaiverson debtsraisedfrom $50 to $100;and
• providing for thewaiverof debtsin sensitivesituationssuchaswhenincorrect,one-off

payments,arcmadeto apersonnowdeceased.

SinceMachineryof Governmentchanges,Centrelinkis requiredto getagreementfrom its
threePolicy Departmentsbeforechangescanbe madeto thecurrentarrangementof
automaticallywaiving all debtsof lessthan$50. Futurehandlingoftheseamountsis still
underconsideration.

Responseto the recommendation(s)

RecommendationNo.22 paragraph 7.68
The committee recommendsthat the debt waiver amount be raised from $50 to
not more than $100. The coinrnittee recommends that where small debts are
raised and automatically waived, customers should be informed of this action
and ofstepsthey can take to prevent a debt being incurred in thefuture.

Where a customer continues to incur small debts of less than $100, that are
continually waived, Centrelink should retain the right to recover thesedebts if a
pattern of behaviour is apparent whereby the customer is not making any effort
to prevent the incursion ofsmall debts.
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Centrelinkdoesnot makearrangementswith customersto makerepaymentsby usingcredit
cards.

Centrelinkstaffusefive main methodsto recoverdebts.Thesearc:

• cashrepayments
• withholdingrepaymentsfrom currentCentrelinkpayments
• garnishees
• referralto amercantileagent.
• legal proceedings(civil recovery)

Thereis no facility in Debt RecoveryTeamswithin Centrelinkto acceptcredit cardpayments.

Centrelinkusestheservicesofmercantileagentsto recoverdebtsfrom peoplewhoareno
longercustomerswhenthedebtsareno longercosteffectivefor Centrelinkto pursueor
wherethedebtorcannotbe located.

Contractedmercantileagentsdo havethefacility to acceptcredit card payments,howeverthis
option is only madeavailableat thecustomer’srequest.

Customerscanmakerepaymentson a CentrelinkdebtthroughAustraliaPost. Customers
maychooseto makeapaymentinvolving theuseof theircredit cardat AustraliaPost,which
acceptsthis methodof repayment.

RecommendationNo.23 paragraph 7.75
The committee recommends that Centrelink monitor the work of its debt
recovery officers, and thoseemployed by its debt recovery agent, to ensurethat
customersareencouragedto repay debts via meansother than credit cards.
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