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Own Motion Investigations — Agency information

Agencies and private sector organisations are afforded certain protections under the Ombudsman Act when providing
information during an investigation. For example, an agency or organisation can share certain information with the
Ombudsman that might otherwise be a breach of the Privacy Act 1988. The information you provide to the Ombudsman
is handled in accordance with the Privacy Act 1988.

We recognise that own motion investigations can be time consuming for agencies. For this reason, we are committed to
working cooperatively with agencies to determine the most efficient way of receiving information. In our experience,
focusing on open and early communication swift responses to our requests for information, and remaining transparent
ensures this part of the process runs as smoothly as possible.

During the analysis stage we may look to clarify information provided and check our understanding of documents or
processes. We will look to engage with an agency or organisation to discuss our early thinking about findings from the
investigation and discuss possible recommendations. This helps to ensure there are “no surprises” in the final
investigation report and aims to ensure that our recommendations are realistic and practicable to implement.

Reporting

At the end of the information gathering and analysis phase, the Ombudsman may decide to write an own motion
investigation report. If a report is written, we will provide a copy of the draft report to the agency or organisation and
invite comment on any errors or omissions of fact. The Ombudsman also provides principal officers of agencies or
private sector organisations with a formal opportunity to comment on any recommendations in the report.

The Ombudsman may decide to provide a copy to the head of the agency or organisation and the relevant Minister. Any
own motion investigation report:

e must include reasons for the Ombudsman’s opinions, or findings, specified in the report, and

e may include comments, suggestions or recommendations for remedial action, or for improvements, that the
Ombudsman thinks fit to make.

More information on the Ombudsman’s approach to making and monitoring recommendations can be found in our
Ombudsman Recommendations factsheet.

Where an investigation report includes comment that could be considered implicitly or explicitly critical of a person or
agency or organisation, the Ombudsman Act requires the Ombudsman to give the person, agency or organisation an
opportunity to make submissions about the matter.

Report publication

The Ombudsman has a discretion to publicly release (or not) an own motion investigation report. In making this
decision, the Ombudsman will assess whether releasing the report is in the public interest. If the Ombudsman decides
to publish a report, we will notify the agency’s Minister, the principal officer of the agency or organisation, as well as our
working level contacts. Any published report will include the agency or organisation’s response to the report and our
recommendations.

The Ombudsman may also share the report with other interested bodies like parliamentary committees and other
Ministers.

More information is available at ombudsman.gov.au.

Please note: This document is intended as a guide only. For this reason, the information should not be relied on as legal advice
or regarded as a substitute for legal advice in individual cases. To the maximum extent permitted by the law, the
Commonwealth Ombudsman is not liable to you for any loss or damage suffered as a result of reliance on this document. For
the most up-to-date versions of cited Acts, please refer to the Federal Register of Legislation.

2 > Factsheet Own Motion Investigations—information for agencies Last reviewed November 2021, Strategy Branch
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EXECUTIVE SUMMARY

In July 2016 the Department of Human Services (DHS) - Centrelink launched a new
online compliance intervention (OCI) system for raising and recovering debts. The
OCI matches the earnings recorded on a customer’s Centrelink record with historical
employer-reported income data from the Australian Taxation Office (ATO). Parts of
the debt raising process previously done manually by compliance officers within DHS
are now done using this automated process. Customers are asked to confirm or
update their income using the online system. If the customer does not engage with
DHS either online or in person, or if there are gaps in the information provided by the
customer, the system will fill the gaps with a fortnightly income figure derived from
the ATO income data for the relevant employment period (‘averaged’ data).

Since the initial rollout of the OCI, the Commonwealth Ombudsman’s office has
received many complaints from people who have incurred debts under the OCI. This
report examines our concerns with the implementation of the OCI, using complaints
we investigated as case study examples.

We acknowledge the changes DHS has made to the OCI since its initial rollout. The
changes have been positive and have improved the usability and accessibility of the
system. However, we consider there are several areas where further improvements
could be made, particularly before use of the OCI is expanded. We have made
several recommendations to address these areas.

Accuracy
Administrative decisions are made on the best available information at the time of the
decision. If further information becomes available, a new decision can be made.

We examined the accuracy of debts raised under the OCI. We are satisfied the data
matching process itself is unchanged. The number of instances where no debts were
raised following contact with a customer (approximately 20 per cent) was consistent
with DHS’ previous manual debt investigation process. This figure has been
incorrectly referred to as an ‘error’ rate.

We are also satisfied that if the customer can collect their employment income
information and enter it properly into the system, or provide it to DHS to enter, the
OCI can accurately calculate the debt. After examination of the business rules
underpinning the system, we are satisfied the debts raised by the OCI are accurate,
based on the information which is available to DHS at the time the decision is made.

However, if the information available to DHS is incomplete, the debt amount may be
affected. It is important for the system design for customers to respond to information
requests from DHS so decisions are made on all available information. We have
therefore concentrated on the accessibility, usability, and transparency of the system,
including quality of service delivery and procedural fairness in this report.

Ten per cent recovery fee

Under social security law, DHS is required to apply a ten per cent recovery fee in
certain circumstances if the customer has a debt and does not have a reasonable
excuse. The debt recovery fee is not unique to the OCI and is applied to other debts
from manual compliance review processes. The OCI automated the application of the
recovery fee where there was no contact from the customer, or the customer
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responded that they did not have personal factors which affected their ability to
accurately declare their income.

This raised concerns for customers who may not have had an adequate opportunity
to provide a reasonable excuse, for example if they did not receive the initial letter, or
did not understand the connection between reasonable excuse and the recovery fee.

In response to concerns raised by our office, DHS no longer applies the fee
automatically for customers who respond to DHS. It has enhanced the OCI to make it
easier for customers who have a reasonable excuse to notify the department so they
will not be charged the fee. It now provides clearer information and further invitation
to provide a reasonable excuse in debt notification letters. We have recommended
that, in certain cases, DHS review those debts where the recovery fee was previously
applied.

Transparency and Usability

Good public administration requires a transparent and open decision making process
that clearly sets out the issues the person needs to address to challenge a decision
and the findings of fact on which the decision is based. This principle continues to
apply when decision making is automated.

Our investigation revealed DHS’ initial messaging to customers through its letters
and in the system itself, was unclear and did not include crucial information such as a
contact phone number for the DHS compliance team. Many complainants did not
realise their income would be averaged across the employment period if they did not
enter their income against each fortnight. This resulted in people with fluctuating or
intermittent income having their income averaged. In some cases this was a more
favourable outcome for the customer and in others, the debt was overstated.

We acknowledge DHS has made several changes to improve the initial contact
letters and messages within the system. We have made recommendations to further
improve these, including clearly explaining that ATO income may be averaged across
the person’s employment period and the consequences this may have for the debt
amount.

Evidence gathering

DHS has always asked customers to collect employment income information during
its compliance reviews. Under the OCI, if the person does not supply the information,
DHS will no longer use its information gathering powers to obtain it directly from
employers or other third parties.

Many complainants had problems collecting evidence about their employment
income, particularly for periods from several years ago. We have recommended in
certain circumstances, DHS should further support customers to gather employment
income evidence to maximise the accuracy of possible debts.

Service delivery and communication

Poor service delivery was a recurring theme in many complaints received by our
office. Customers had problems getting a clear explanation about the debt decision
and the reasoning behind it. As the compliance helpline number was initially
excluded from letters and was not obvious in the system, customers called general
customer service lines resulting in long wait times. They could not always get clear
information and assistance to use the online system. Service centre staff did not
always have sufficient knowledge about how the OCI system works, highlighting a
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deficiency in DHS’ communication and training to staff. In some instances, a more
thorough manual intervention by a compliance officer would have saved the
customer time and effort. We have made several recommendations for DHS to
further improve its communication to customers and staff in relation to the OCI.

The OCI will not be rolled out in a fully automated manner to customers identified as
vulnerable. DHS has told us that when the OCI is rolled out to vulnerable customers,
they will be assisted by a DHS staff member. Depending on the customer’s choice,
DHS can complete the review for them or help them use the system.

Customers who are vulnerable must be supported through alternative channels
particularly telephone services. We have recommended that DHS should expand the
group of customers included in the vulnerable cohort and provide additional
assistance and support to vulnerable people to engage with the OCI.

Planning and risk management

In our view, many of the OCI’s implementation problems could have been mitigated
through better project planning and risk management at the outset. This includes
more rigorous user testing with customers and service delivery staff, a more
incremental rollout, and better communication to staff and stakeholders. DHS’ project
planning did not ensure all relevant external stakeholders were consulted during key
planning stages and after the full rollout of the OCI. This is evidenced by the extent of
confusion and inaccuracy in public statements made by key non-government
stakeholders, journalists and individuals.

A key lesson for agencies and policy makers when proposing to rollout large scale
measures which require people to engage in a new way with new digital channels, is
for agencies to engage with stakeholders and provide resources for adequate
manual support during transition periods. We have recommended DHS undertake a
comprehensive evaluation of the OCI in its current form before it is implemented
further and any future rollout should be done incrementally.
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PART 1 - INTRODUCTION AND SCOPE

Introduction

In July 2016 the Department of Human Services (DHS) — Centrelink’
launched a new online compliance intervention (OCI) system for raising and
recovering debts.? The OCI matches the earnings recorded on a customer’s
Centrelink record with historical pay as you go (PAYG) income? data from the
Australian Taxation Office (ATO). Customers are asked to confirm or update their
income using the online system. If there is a discrepancy in the data match, this can
result in a debt the customer must repay. Parts of the debt raising process previously
done manually by compliance officers within DHS are now done using this automated
process.

Since the end of 2016, the Commonwealth Ombudsman’s office has received
numerous complaints from people who have incurred debts under the OCI.# The OCI
has also generated considerable comment in the media and complaints from
community stakeholders.

Scope of this investigation and methodology

This report does not comment on the policy rationale behind the OCI process.
We accept the purpose of the OCl is to protect the integrity of government
expenditure through income support payments.

The investigation focused on debts raised by the OCI. It did not examine
DHS’ broader debt raising and recovery program or the use of mercantile agents to
recover debts. While debts raised by the OCI represent approximately eight per cent
of DHS' total debt recovery activities,® our observations may apply to DHS’ debt
raising and recovery more generally, particularly as the OCl is expanded to other
types of income.

Our investigation is informed by material we obtained from investigating
individual complaints, our discussions with other oversight bodies® and meetings with

" DHS is the agency with responsibility for administering social security, family assistance
and other support payments via its Centrelink program. For ease of understanding, the
term ‘DHS’ is mainly used in this report as it is that department’s actions and decisions
that are discussed in detail. However, where it is necessary to refer to the Centrelink
program itself, the term ‘Centrelink’ is used.

2 The OCI was introduced as part of a 2015-2016 Budget measure, ‘Strengthening the
Integrity of Welfare Payments’ and a December 2015 Mid-Year Economic Fiscal Outlook
announcement.

3 Income reported by employers

4 In the three month period from November 2016 to January 2017, the Ombudsman’s office
received 241 complaints about OCI debts (includes complaints recorded from November
2016 under a specific OClI issue string, but not complaints received in September and
October 2016). In January 2017, the Ombudsman’s office received 1563 approaches
about Centrelink matters, compared to 835 approaches in July 2016, an 87 per cent
increase in complaints.

5 Of the 1 569 911 people who were sent debt notices in the 2016 calendar year, 126 571
(approximately eight per cent) were sent debt notices under the OCI: information provided
by DHS to the Ombudsman'’s office on 8 February 2017 — Debt notices prior to and due to
the OCI (Action item 03.02.2017_10).

6 Including the Office of the Australian Information Commissioner, the Inspector-General of
Taxation and the Australian National Audit Office.
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community stakeholders, including legal advocacy services and community
organisations. We met with key DHS staff onsite, had several briefings about the
OCI, and access to key documents from DHS. We acknowledge DHS’ cooperation
and assistance through the course of this investigation.

PART 2 - WHAT IS THE ONLINE COMPLIANCE
INTERVENTION SYSTEM?

2.1 DHS has conducted PAYG data matching activities with the ATO since 2004
using its information gathering powers under the Social Security Act 1991.7 The
PAYG data obtained from the ATO was matched against the total earnings declared
by Centrelink customers. Where there was a discrepancy, DHS investigated further
to decide if the customer had been overpaid and had a debt that should be
recovered.

2.2 These data matching activities identified roughly 300 000 possible
discrepancies per year. DHS would apply a risk matrix to the discrepancies to
identify the highest risk of non-compliance and would then investigate roughly 20 000
of the highest risk discrepancies per year. DHS was unable to investigate the
remaining discrepancies, due to the costs and resources involved in manually
investigating and raising debts.

2.3 Since 2010-2011 DHS has had the capacity to store its matched data, so it
holds records of discrepancies from that year onwards. In early 2015 DHS proposed®
a new online approach to compliance which would allow it to review all discrepancies
from 2010-2011.

2.4 The scale of the OCI project is significantly larger than DHS’ previous debt
raising and recovery process. DHS estimates it will undertake approximately 783 000
interventions in 2016-2017 compared to approximately 20 000 compliance
interventions per year under the previous manual process.®

2.5 The main efficiencies would be gained by:

. DHS no longer using its information gathering powers'® to request information
directly from third parties, such as employers. Under the OCI, it is now the
customer’s responsibility to provide this information

. the OCI system automatically sending letters to tell customers about the
income discrepancy

o moving much of the debt management and calculation process online

° customers entering their information directly into the OCI system.

7 DHS has advised the data matching complied with the voluntary Guidelines on Data
Matching in Australian Government Administration and was not done under the Data-
matching Program (Assistance and Tax) Act 1990. DHS began data matching activities in
1991.

8 DHS, Executive Minute to the Minister for Social Services (copy to the Minister for Human
Services), 12 February 2015 (Document 0.6)

9 Information received from DHS on 24 March 2017.

10 under sections 63, 192 and 195 Social Security (Administration) Act 1999
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2.6 DHS conducted analysis via a two stage pilot in 2015 before submitting the
measure for government approval. The findings of the pilot are discussed at
Appendix A.

2.7 Following government approval, DHS rolled out the measure in three
stages:'"

e From 1 July 2015 DHS introduced an ‘interim process’. It began applying the
same approach manually that the OCI was being designed to do
automatically. DHS investigated 100 000 discrepancies during this phase.

e From 1 July 2016 DHS began rollout of the OCI, starting with a limited release
of 1000 cases into the OCI where there were income discrepancies.

e From September 2016'> DHS commenced rollout of the fully automated OCI.

2.8 DHS will expand the OCI further from January 2017 and July 2017 to include
non PAYG employment data. DHS has told our office the implementation of future
compliance measures will take into account lessons learnt from the OCI.

29 Appendix A provides a detailed analysis of the OCI including the manual
systems and pilot programs that preceded it and the improvements made to it since
February 2017.

' DHS, Project Management Plan, op cit (Document 0.5)
2 Information obtained from DHS site visit 19-20 January 2017. The full rollout was due to
commence on 1 July 2016 but was delayed until September 2016.
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PART 3 - LESSONS LEARNED - KEY ISSUES
ARISING OUT OF OUR INVESTIGATION

3.1 Based on the complaints made to our office about the OCI, our investigation
focused on:

. the accuracy of debts raised by the OCI, in particular those calculated using
‘averaged’™® ATO income data

° the application of the ten per cent recovery fee

° the transparency and usability of the OCI system - in particular, whether the
decision making process was clear to customers

. problems customers faced gathering evidence and effectively presenting their
case in the OCI system

. the adequacy of DHS’ assistance and communication to customers, including
those who are vulnerable (service delivery)

. the adequacy of staff training and communication to support customers using
the system

° DHS’ approach to complaints

. the adequacy of DHS’ project planning and governance mechanisms.

Accuracy of Debts Raised by the OCI system

3.2 Concerns were raised with our office about the accuracy of debts generated
under the OCI, including: the suitability and reliability of ATO data, the ability of the
system to accurately assess various types of income and exclusions, the practice of
‘averaging’ ATO data and the automatic application of a ten per cent recovery fee.
Detailed findings and analysis on these issues are set out in Appendix B.

3.3 We are satisfied that if the customer is able to collect the income information
required and enter it properly into the system, the OCI is capable of accurately
calculating the debt. The OCI has a similar proportion of discrepancies which do not
proceed to debt recovery action after the customer is contacted as the previous
manual system did, at around 20 per cent.' This figure has been incorrectly referred
to as an ‘error’ rate.

3.4 In fact, this figure relates to the number of customers who received a letter
asking them to contact DHS about a discrepancy and who, after providing an
explanation, do not have a debt. In our view, it is entirely reasonable and appropriate
for DHS to ask customers to explain discrepancies following its data matching

3 ‘Averaging’ refers to the practice of treating income as if it was earned at a consistent rate
over a total period of employment rather than applying the precise amounts against the
fortnights in which the income was actually earned. DHS currently applies averaging
where a person accepts the PAYG data or does not enter data for all fortnights.

4 The number and proportion of discrepancies which did not proceed to action after the
individual was contacted was 17.23 per cent in 2007-2008 rising to 25.5 per cent in 2009-
2010: Australian Government, Data Matching Program Report on Progress 2007-2010
Centrelink and the Data Matching Agency
https://www.humanservices.gov.au/sites/default/files/documents/co050-200710-
1105en.pdf (January 2011) at p 14, accessed 6 March 2017.
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activities as a means of safeguarding welfare payment integrity. We would be
concerned if this figure was significantly higher under the OCI than under the
previous manual process. However, this does not appear to be the case.

3.5 DHS makes a decision about whether a debt exists based on the information
it has available within the OCI system. This relies on a person being both willing and
able to accurately verify their earnings for the review period. If the information
available to DHS is incomplete, the amount of the debt may be affected. The case
studies in the next section illustrate this."> We asked DHS whether it had done
modelling on how many debts were likely to be over-calculated as opposed to under-
calculated. DHS advised no such modelling was done.® In our view the absence of
modelling means DHS cannot say how many debts may be under-calculated or over-
calculated and by what margin.

3.6 The risk of over-recovering debts from social security recipients and the
potential impact this may have on this relatively vulnerable group of people, warrants
further consideration by DHS. We suggest DHS test a sizeable sample of debts
raised by the OCI. The samples should include people who did not respond to the
initial letter, as well as people who went online and people who contacted DHS via
other channels. We also suggest DHS re-evaluate where the risk for debts calculated
on incomplete information should properly lie and investigate whether there are ways
to mitigate this risk.

Ten per cent recovery fee

3.7 The Social Security Act 1991 states that a ten per cent recovery fee is applied
where an individual refuses or fails to provide information resulting in a debt, and
does not have a reasonable excuse for doing so." In the OCI, the automatic
application of the ten per cent recovery fee occurs when there is no contact from the
customer, or the customer specifically indicates they did not have personal factors
which affected their ability to accurately declare their income.

3.8 This raised concerns for customers who may not have had an adequate
opportunity to provide a reasonable excuse, for example if they did not receive the
initial letter, or did not understand the connection between reasonable excuse and
the recovery fee.

3.9 In the initial letters used from July 2016, customers were warned a recovery
fee may be applied, however there was no information in the letter about the
‘reasonable excuse’ exception. DHS advises that an explanation of ‘reasonable
excuse’ was added from August 2016. However, reminder letters and debt
notification letters did not include this information. A copy of these letters can be
found at Appendix D.

3.10 In response to concerns raised by our office, DHS will no longer apply the fee
automatically where there is no contact from the customer, or the customer responds
that they had personal factors which affected their ability to accurately declare their

5 For example: Ms D’s debt was reduced from $2 203.24 to $332.21, Mr S’s debt from
$3777.43 to zero, Ms H’s debt from $5,874.53 to zero, Ms G’s debt from $2914.20 to
$610.07 and Ms B’s debt from $1441.64 to $267.51.

6 Information provided by DHS to the Ombudsman'’s office on 17 February 2017 —
Averaging in the OCI model (Action item 03.02.2017_04)

7 Section 1228B Social Security Act 1991
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income. DHS has taken steps to ensure that customers receive the initial letter,
including the use of registered post.

3.11 It has also made enhancements in the OCI to make it easier for customers
who have a reasonable excuse to notify the department so they will not be charged
the fee. It now provides clearer information, and a further invitation to provide a
reasonable excuse, in debt notification letters. A copy of these letters can be found at
Appendix E.

3.12 Given our concerns about DHS’ initial lack of clear communication and
information about reasonable excuse, we recommend DHS, in certain cases, review
those debts where the recovery fee was previously applied:

e customers who may not have received the initial letter or notices of debt (for
example, because they are no longer at the same address)

e customers whose initial letter did not explain that the recovery fee may not
apply if they had a reasonable excuse.'®

3.13 Where a customer contacts DHS or a mercantile agent to raise a concern,
seek information, or seek a re-assessment in relation to an OCI| debt which includes
a debt recovery fee (whether or not the debt has been repaid), DHS should manually
reassess whether the application of the recovery fee was appropriate, taking into
account the customer’s personal circumstances, including the existence of a
reasonable excuse.

Transparency and usability of the OCI system

3.14  Good public administration requires a transparent and open decision making
process that clearly sets out the issues the person needs to address to challenge a
decision and the findings of fact on which the decision is based. This principle
continues to apply when decision making is automated.

3.15  Our investigation revealed the letters DHS sent to customers before

20 January 2017 to alert them about the income discrepancy were unclear and
deficient in many respects. The letter did not include the 1800 telephone number for
the compliance helpline. It did not explain that a person could ask for an extension of
time or be assisted by a compliance officer if they had problems. It asked the person
to ‘confirm’ their income information, possibly giving the impression that, if the figure
was the correct annual figure, merely confirming the information would suffice. The
letter did not provide a clear explanation that applying ATO income to the person’s
record may negatively affect the amount of any debt. Copies of these letters are at
Appendix D.

Customers who did not receive the initial contact letter

3.16  Several complainants to our office stated they did not receive the initial
contact letter and reminder letters as these were sent to their last known address, not
their current address. The first time they may have heard about the debt was when
they received a demand from a debt collection agency. In some cases, complainants
did not check their myGov accounts in time to respond, due to other circumstances.
As the complaints made by Ms G and Ms B show, these customers missed their
opportunity to respond to the ATO information prior to the debt being raised. When

18 We understand that reference to ‘reasonable excuse’ was not inserted into the initial
letters until August 2016
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the person failed to go online within the timeframe, the ATO income data was
automatically applied to their record which resulted in a debt.

Ms G’s complaint

In October 2016 Ms G received an SMS and letter from DHS and an SMS from a debt
collection agency seeking payment for a debt. She told us she checked her myGov account
(set up for Medicare use only) and noticed letters dated 29 September 2016 and 24 October
2016 from Centrelink. The letters explained the earnings she reported to Centrelink in 2010-
2011 were different to her ATO income for the same period and she had a debt $2914.20. It is
possible a letter was sent to an old address, but she had moved house multiple times since
2011.

In a complaint letter Ms G wrote to DHS in December 2016, she states she received the debt
notice a few days before she gave birth to her child. She said she then had a sick newborn
baby in hospital and was only able to start dealing with the debt five weeks later. In the
meantime, it had already been referred to debt collectors.

Investigation outcome

We investigated Ms G’s complaint. DHS advised us it sent all letters to Ms G through her
myGov account, as she had nominated emails and text messages as her preferred
communication channel when she set up the account. As Ms G did not confirm or update her
employment income by the due date she had a debt. Ms G emailed DHS on 14 November
2016 seeking an explanation of the debt. A customer service officer unsuccessfully attempted
to contact her once. On 2 December 2016 DHS automatically referred Ms G’s debt to a
collection agency as she had not made a payment arrangement. After Ms G provided payslips
and had a manual assessment her debt was reduced to $610.07.

Ms B’s complaint

Ms B received newstart allowance in 2010-2011 after returning from overseas. Her payments
stopped after six weeks because she started full time employment.

In October 2016, Centrelink sent Ms B a letter advising there was a discrepancy between
ATO records and earnings she had reported to Centrelink. She was also sent a follow-up
letter advising she had a debt of $1 441.64. She told us she did not receive either letter as
they were sent to her parents’ address where she had not lived for a number of years. She
was also overseas at the time they were sent.

When Ms B returned to Australia, she contacted Centrelink and asked for a reassessment
and more time to provide payment summaries and other documents. Her request was granted
but a debt collection agency still contacted her with requests to repay the debt.

Investigation outcome

We investigated Ms B’s complaint. DHS advised that Ms B was sent an initial contact letter
and reminder letters to her last known address and a text message. As she did not confirm or
update her employment income details by the due date, she had a debt of $1 441. Ms B
asked for a reassessment of the debt. DHS advised us Ms B contacted the department on 19
December 2016 to ask for an explanation of the debt decision and to inquire about notices
she had received for three different debt amounts. On 22 December 2016 a compliance
officer manually reassessed Ms B’s debt and reduced it to $267.51. The amount included a
ten per cent recovery fee.

3.17 We acknowledge DHS is now taking additional steps to ensure people are
aware of the income discrepancy. This includes sending the initial contact letter and
first reminder letter by registered mail and sending a further reminder letter and
attempting to contact the person by phone if they do not complete the OCI.
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Usability of the online system

3.18 Our office received several complaints from people who were willing to
engage online, but had difficulty using the OCI system. Many complainants had not
realised they could enter their fortnightly income information into the system and the
importance of doing so, until they received a debt notice and contacted DHS for an
explanation. Ms D’s complaint illustrates this issue.

Ms D’s complaint

On 29 September 2016, Ms D received a letter telling her there was a discrepancy between
her earnings reported to Centrelink and her ATO income for the 2014-2015 financial year.
She had worked for three different employers on a casual basis and received varying rates of
newstart allowance during this period.

Ms D complained to our office on 5 January 2017. She told us she considered herself to be
reasonably well-educated, but found it difficult and confusing to navigate the OCI system and
was unsure of the reasons for the overpayment. Although she had payslips, a diary with her
hours and her tax return, she said she did not know how to provide information about her
actual fortnightly earnings within the OCI system. She said she found the questions in the
system too narrow, as they only asked her to confirm her employers and her group certificate
amount.

After Ms D completed the OCI process, the system advised her she owed a debt of
$2203.24.

On 3 November 2016, Ms D asked for a reassessment of the debt decision while online. She
was concerned DHS had ‘averaged’ her total income across 26 fortnights. She states she
received a text message at 2am the next morning telling her the debt had been reviewed and
the original decision had been affirmed (upheld). Ms D told us she contacted DHS Complaints
and Feedback and asked for a review.

On 9 November 2016, she handed in her payslips at a Centrelink Customer Service Centre
and they were scanned to her record. She states she was walked through the website, but the
process was still not clear to her.

On 14 November 2016 Ms D asked for another review of the decision. A Subject Matter
Expert (SME) recalculated the debt and reduced it to $332.21, based on Ms D’s actual
earnings as indicated in her payslips. On 8 December 2016 an authorised review officer
(ARO) agreed with the SME’s decision, but Ms D said she was still unclear about the reasons
why the debt had been reduced.

Investigation outcome

We investigated Ms D’s complaint. DHS told us that if Ms D had provided a breakdown of her
earnings for her periods of employment in the OCI system, this information would have been
used to calculate her entittement. As she had accepted the ATO information while online,
DHS averaged her gross income across the full period of her employment. Once Ms D was
given the assessment outcome, there was information available to her which would have
explained the decision. DHS states it adequately explained the debt decision to Ms D. For
example, a compliance officer contacted her on 31 October 2016 to explain the debt. DHS
states it had no record of Ms D lodging a formal complaint.

3.19 In Ms D’s case, she tried to provide a breakdown of her fortnightly earnings
through the OCI system, and had payslips and other evidence available to do this,
but she still found the system difficult and confusing to navigate and the questions
too narrow. She was unable to provide more detailed information about her earnings
to avoid her income being averaged. Despite DHS’ assurances that the system
contained an explanation of how the debt was calculated, this was not apparent to
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Ms D when she tried to use it. When she complained to our office, Ms D was still
confused about how the debt arose.

3.20 There is arisk that if a person does not understand how debts are calculated,
they may not engage with the OCI system in the intended way. This occurred in Mr
S’s case below.

Mr S’s complaint

On 23 October 2016, Mr S received a letter from Centrelink telling him he owed a Newstart
Allowance debt of $3 777.43 for the 2011-2012 financial year. The debt arose due to a
discrepancy between earnings he had reported to Centrelink and income information from the
ATO for the period.

In 2011-2012, Mr S told us he worked on a casual basis as a security guard and his income
changed each fortnight depending on the shifts he worked. He stated he only claimed
newstart allowance during periods he did not work. He was concerned Centrelink incorrectly
averaged his income across his period of employment.

Mr S complained to us on 21 December 2016. He told us Centrelink had told him if he wished
to dispute the debt, he needed to provide copies of his payslips. He did not have these and
the employer he worked for was no longer in business. He reports that Centrelink told him it
would not accept copies of his bank statements as evidence.'® On 4 January 2017, after Mr S
asked for a reassessment and provided further updates to his employment income, his debt
was reduced to zero.

Investigation outcome

We investigated Mr S’s complaint. DHS told us it had averaged his income over the period of
employment, as Mr S confirmed his information online on 22 October 2016. If he had provided
a breakdown for the periods of employment, this information would have been used to assess
his entitlement.

3.21 In Mr S’s case, he did not realise a debt based on ATO income data may be
higher due to averaging. He ‘accepted’ the ATO data online, because it was the
correct annual figure. Most people receiving income support payments would not
have a detailed understanding of social security income tests or the debt calculation
process, nor should they be expected to. In our view, the OCI system does not
clearly state it uses the averaging method or explain this may be inaccurate in some
cases.

Problems gathering employment income evidence

3.22 Many complaints to our office were from people who had problems collecting
evidence about their employment to challenge the ATO data and ensure DHS had
accurate earnings information.?’ Under the OCI, DHS does not use its powers to
collect information directly from employers to verify the customer’s earnings. The
effect in practice, is to place greater emphasis on the customer’s responsibility to
either accept the debt or provide further information.

3.23 In our view, this is not reasonable or fair in situations where customers have
to collect evidence from several years ago, or where the customer does not have the
capacity to obtain the evidence. Customers do not have the same information

9 An online document on Mr S’s record indicates he spoke to Centrelink on 3 November
2016 and advised he did not have supporting evidence as two of the businesses were no
longer operating. There is no direct record that he was asked to provide payslips.

20 For example, in the case studies of Ms H, Mr S, Ms C and Ms M (below)
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gathering powers as DHS. DHS has advised that under the OCI, the requirement for
documentary evidence has been reduced substantially. However, even those people
who are not formally required to provide documentary evidence will generally need to
collect income information to enter correct data into the system.

3.24 The ATO only requires individuals with simplified tax affairs to retain records
for two years.?! In the OCI context, it may be reasonable for customers to retain their
employment and payroll records for a similar period, but not for six or seven years,
particularly where they have not been forewarned about this requirement.?> Some
customers may face challenges collecting this information where their employer no
longer exists, is being unco-operative or has not retained payroll records.?

3.25 This is illustrated by Ms H’s case below.

Ms H’s complaint

On 30 September 2016, Centrelink sent Ms H a letter indicating there was a discrepancy
between her reported earnings to Centrelink and her ATO records from two different
employers for the 2010 to 2012 financial years. As Ms H did not respond to the initial letter,
the ATO income was applied to her record and she received a debt notice for $5 874.53.

The ATO information showed Ms H had worked for business M for the entire 2010-2011
financial year and the OCI system had averaged her income across the year. Ms H told our
office she stopped working for business M in November 2010 when she relocated for
personal reasons. She claimed newstart allowance after the move and told Centrelink she
had stopped working with business M at the time of her claim

On 3 November 2016 Ms H told us she initiated an online reassessment, declaring she had
stopped working for business M and uploaded bank statements and an employment contract
to her record. Ms H told us at Centrelink’s request, she tried to get payslips and a separation
certificate from her former employer, but was unsuccessful as the business had since
changed ownership multiple times.

On 23 November a compliance officer (CO) decided Ms H had worked for business M for the
entire year and completed the reassessment. DHS accepts this was done in error. On 24
November 2016, she received a letter advising that her ‘employment income review has been
completed’ and she did not ‘need to take any further action at this time.” DHS accepts this
letter was sent in error.

On 2 December 2016, Ms H received a letter from a debt collection agency, asking her to pay
$5874.53 immediately.

On 8 December 2016, Ms H called Centrelink and advised she had provided bank statements
and other documents. At this point, she was directed back online.

Ms H spoke to a CO on 13 December 2016. She explained the only documents she could
provide as evidence were bank statements. She reported she was advised that without
payslips and a separation certificate, there was ‘nothing (she) can do’. She asked whether
Centrelink could contact her former employer directly, but was told this was her responsibility
and she should complain to the ATO about the wrong information provided by her employer.

21 Australian Taxation Office, SDR 2006/1, https://www.ato.gov.au/individuals/income-and-
deductions/in-detail/keeping-your-tax-records/, accessed 6 February 2017

22 When the OCI was initially rolled out, the DHS website stated that people only had to keep
employment records for six months. DHS has since amended its website advice to tell
people to keep their records indefinitely.

23 Other examples include: where the employer has changed payroll systems and no longer
has historical records; where the person was paid in cash; the employer cannot be
located; the employer is a former family member, partner or friend and that relationship
has broken down or involved violence.
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An online document confirms the CO advised her to get a letter of employment or final
payslips as evidence of her employment.

Ms H’s case was then referred for manual reassessment which was completed on 18 January
2017. Her debt was reduced to zero.

Investigation outcome

We investigated Ms H’s complaint. DHS acknowledged a number of errors had been made in
Ms H’s case. When a customer advises they do not work for an employer, the online process
stops and requires a CO to contact the customer and undertake a manual intervention if
required. There were several points in Ms H’s case where this should have occurred, but her
case was directed back to the online system. DHS also accepted Ms H was directed online to
provide bank statements she had already given to Centrelink on 3 November 2016. A
document on Ms H'’s record shows Centrelink had already contacted business M on

6 December 2010 and confirmed Ms H had stopped working there from 26 November 2010.

3.26 We received other complaints®* where people were told by DHS staff that
payslips were the only acceptable form of evidence and bank statements would not
be accepted. In our view, DHS should have more clearly communicated to customers
the evidence they needed to provide, and what they could do if they had problems
obtaining this evidence. In particular, DHS should have given customers a clearer
and more consistent message that it would accept alternative forms of evidence,
such as bank statements, where a customer was having difficulty gathering payslips
or other evidence directly from the employer. As illustrated by Ms H’s complaint, in
some cases, DHS can consult its own records for employment information it may
have previously verified.

3.27 DHS has always accepted bank statements as reasonable evidence of
historical income where other evidence is unavailable. As customers do not have the
same information gathering powers as DHS, it is critical for DHS to give some
customers additional support and assistance to obtain this evidence when they have
made genuine and reasonable attempts and other available information is not
sufficient. The accuracy of debts relies on the customer’s ability to obtain and input
historical income information into the OCI. DHS should take into account the potential
cost to customers to obtain bank statements. We suggest that where a customer
cannot obtain the information despite genuine and reasonable attempts, DHS should
use its information gathering powers to request the information directly from the
employer or the financial institution. We suggest the Department of Social Services
should include guidelines about the process for obtaining employment income
evidence in the Guide to Social Security Law.?®

Adequate time to respond

3.28 When the OCI system was first rolled out, customers had 21 days to respond
to the initial letter. They could ask for two further extensions online and additional
extensions if required by contacting DHS, but the process of asking for an extension
was unclear. Given the complexity of collecting historical employment information or
the possibility that the customer may not have received the initial letter, we consider
the 21 day timeframe was not reasonable or fair in all circumstances. We
acknowledge DHS has now extended the timeframe to respond to 28 days from
receipt of the letter, with options to ask for an extension.

24 For example, from Ms C, Mr S and Ms M (below)

25 The Guide to Social Security Law contains departmental guidelines for decision makers on
how to administer social security legislation. The Department of Social Services has
overall responsibility for the Guide.
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Service delivery - the adequacy of DHS’ communication to
customers and staff

Communication to customers

3.29 Poor service delivery was a recurring theme in many of the complaints made
to our office about the OCI system. Key problems customers experienced were:

e the compliance helpline number was excluded from letters?® and hard to find
within the OCI system itself, meaning customers called the general customer
service lines resulting in longer wait times than the compliance line

o not getting a clear explanation about the debt decision and the reasoning
behind it

e being required to go online to resolve their situation when they had already
indicated they were having difficulties

¢ instances where there should have been a more thorough manual
intervention by a compliance officer but the customer was still referred back
online

o difficulties getting information and assistance from service centre staff, either
on the phone or in person, or when they tried to go online to use the system

¢ staff not having sufficient knowledge about how the OCI system works.

3.30 The case studies of Ms M and Ms H are examples of where DHS’ service
delivery fell short. In Ms H’s case, there were several points where she was referred
back online despite explaining to DHS she had stopped working for the employer in
question and she was having difficulty getting evidence as the employer had
changed ownership. Her complaint also highlights that some DHS staff were not fully
trained in how the OCI works.?” DHS accepted there were several human errors
made in Ms H’s case. She should have had a manual intervention at an earlier stage
and should not have received letters asking her to repay a debt until her
reassessment was complete. Even when a manual assessment was done, staff did
not initially check earlier records which showed that DHS had verified her
employment six years ago.

3.31 Ms M’s case is another example where a manual intervention by a trained
compliance officer in the first instance would have been more efficient and avoided
the situation where the complainant had to contact Centrelink multiple times to
resolve her situation.

Ms M’s complaint

On 12 October 2016, Ms M received an SMS from Centrelink telling her a letter had been
sent to her old postal address and to her myGov account. She said she tried to log onto
myGov and was not able to add her Centrelink profile. She called Centrelink and was told
there was a discrepancy between her reported earnings to Centrelink and her ATO income for
the 2012-2013 financial year and she would need to resolve this matter online.

26 For letters sent before 20 January 2017 only. After this date, the initial letters included the
telephone number.
27 See also Mr J’s complaint (below)
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Ms M worked for two employers in the 2012-2013 financial year. She received newstart
allowance for two separate periods — once when she was unemployed and again when she
had to stop work due to injury. Ms M told us she believed Centrelink ‘averaged’ her
employment income fortnightly across the financial year (including during her periods of
unemployment). She also believed Centrelink had incorrectly assumed she had worked for a
third employer during the relevant period, but this issue was later resolved.

Between 24 October 2016 and 24 January 2017, Ms M had at least eight contacts with
Centrelink to resolve her issues:

e On 24 October 2016 Ms M accessed her online account and indicated she did not work
for the third employer in the relevant period. She also visited her local Centrelink office
and submitted documents.

e On 3 November 2016 a compliance officer (CO) advised Ms M they had reviewed the
documents and she would need to go back online to update the ATO information and
complete the review.

e On 11 November 2016 Ms M called Centrelink. A CO assisted her to complete the OClI,
resulting in a debt of $533.33.

e Ms M told us she tried to call Centrelink on 29 November 2016 and 6 December 2016 to
ask for a reassessment. The calls cut out or there were system issues and staff could
only collect some of the information she wished to provide.

e Ms M told us that on 9 December 2016, she spoke to a CO who told her she needed to
provide more information. Ms M reports the officer asked her to read out the information
on her payslips over the phone and manually uploaded these figures. DHS states it has
no record of this contact.

e Ms M told us that on 4 January 2017, she spoke to a CO, who advised her DHS had ‘lost’
all the information she had provided. She was walked through the OCI system and
provided detailed fortnightly income details for the relevant periods. At the end, she was
told she still owed a debt. DHS states it has no record of this contact.

e On 24 January 2017 a CO contacted Ms M to discuss her reassessment. She was told
she would need to provide her payslips from one employer. Ms M states Centrelink told
her the debt had already been reviewed twice and it would not review her circumstances
again until she provided her payslips. She has not been able to take them to her local
Centrelink office due to her demanding work schedule.

e As at 10 February 2017, Ms M had appealed the decision and was awaiting an outcome
of a review by from an Authorised Review Officer.

Investigation outcome

Ms M approached our office on 13 December 2016 and we investigated her complaint. In
relation to the calculation of the debt, DHS told us that it did not average her income across
the entire 2012-2013 financial year. However, where she did not provide additional
information, it averaged her income across the period of her employment.

DHS told us that when a customer declares they did not work for a particular employer, the
online process stops, a CO calls the customer to investigate, then resumes the online
intervention for the customer to complete. Due to an apparent discrepancy in Ms M’s
employment commencement date, DHS is waiting for her to provide further evidence
(payslips), before it completes her reassessment. DHS states it will accept documents
through the online document lodgement service, by post or in person.

Directing customers online and assistance to customers to use the OCI

3.32 In the initial stages of the OCI system rollout, many complainants told us they
were redirected back to their online accounts and were not referred to a compliance
officer in a timely manner, despite explaining they needed assistance. As DHS
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excluded the compliance helpline number from letters it sent before 20 January 2017,
this is likely to have caused more people to attend customer service centres and call
Centrelink’s general numbers where there were long wait times.?® As most people
simply required instruction in what information to collect and how to enter it into the
OCl, this would have been better handled by direct access to staff who were trained
in the OCI system. This is illustrated by Mr R’s case below.

Mr R’s complaint

Mr R had not received Centrelink payments for six months. He checked his myGov account
on 2 January 2017 after seeing news coverage about compliance letters. He had received
two letters in his Centrelink online account advising of a discrepancy between his reported
earnings to Centrelink and his ATO income for the 2011-2012 financial year. The time limit for
responding to the letters had already expired. He told us he could not understand why
Centrelink did not post the letters, given that he has not moved since 2011-2012. Centrelink
told him it had sent an SMS, but he could not recall receiving this.

Mr R worked casually for one employer in 2011-2012 and received newstart allowance during
periods when he worked fewer hours. Based on the ATO data, he told us he believed
Centrelink incorrectly assumed he had worked for two different employers, but this issue was
later resolved.

Mr R told us he called DHS Feedback and Complaints on 3 January 2017. He said the
customer service officer (CSO) recognised the issue with his employers’ names, but advised
Mr R he would need to personally verify his employer’s details using the OCI system. Mr R
stated he did not know how to do this. He asked the CSO whether he would be able to attend
a Centrelink office in person to seek assistance. He was told he could not be offered an
appointment. If he attended an office, he would be directed to use a computer unassisted.
During this call, Mr R told us he was asked to obtain payslips from his employment, but he did
not know what to do with this information if and when he was able to obtain it. He said he
asked DHS to contact his former employer directly but was told this was his responsibility.

Investigation outcome
Mr R complained to our office on 4 January 2017 and we investigated his complaint.

DHS states there was no record of Mr R contacting the department on 3 January 2017. There
is a record he contacted on 10 January 2017 for an assisted OCI. He provided verbal updates
which were applied to the system and meant he did not have a debt.

DHS told us the OCI system identified Mr R’'s employer names as having the same ABN and
the employer information was not duplicated. DHS considered Mr R was adequately notified
of a potential overpayment as he received letters through his online Centrelink account and
text message reminders.

DHS states all recipients can get assistance to complete their OCI by calling the dedicated
compliance telephone line. This number is included in the help section on the OCI screens
and is now incorporated into the letters, although it was not included in the letters to Mr R,
which were from an earlier release.

3.33 In Mr R’s case, he states he was referred back online, despite making it clear
he was confused and would not know how to use the system.?® While it was true that
customer service staff were told to direct people back to the OCI in the first instance,
staff were also instructed to refer customers seeking further assistance or having

28 This has been acknowledged by DHS as a major area of complaint — see DHS Summary
of customer complaints (Document 2.7).

29 DHS says that it does not have a record of this conversation, however, based on the
information Mr R reported from that conversation, we are satisfied it took place, but was
not recorded.
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difficulties to the 1800 compliance helpline number.>° However, as demonstrated by
the case studies in this report, this message may not have been consistently
communicated to customers in all cases. Like many complaints we investigated, Mr
R also had an entry on his record stating ‘if customer contacts please refer them to
their online account'. This may have prompted staff to refer him online initially without
further consideration of his circumstances.

3.34  While we understand the business case for directing customers online to use
the OCI, this must be balanced against providing adequate support for people who
are not ‘digital ready’ (for example, those who do not have access to the internet or a
computer, are not confident or familiar in using computer systems and are not
computer literate). In our view, customers who are not ‘digital ready’ need to be
assisted through the OCI process or be offered alternative ways of responding to the
ATO information, such as by speaking with a compliance officer. It is in the interests
of both DHS and its customers, for DHS to help customers transition to a digital
system. This includes making alternative pathways (such as intervention by a
person) accessible and adequately resourced. This was highlighted in earlier reports
by this office on Centrelink’s service delivery.®'

Communication and training for staff

3.35 Complaints to our office®? demonstrate that DHS did not adequately prepare
its call centre and local service centre staff to respond to OCI enquiries. In our follow-
up report on Centrelink’s service delivery we warned that ‘the transition to self-
service and online service delivery often generates further contacts with Centrelink,
as people attempt to gain the requisite online access permission, resolve online
problems, or ascertain the status of an online claim.”3

3.36  Despite this, in our view, DHS underestimated the difficulties people would
have using the OCI system and the demand for its call centre and in-person services
this would generate. We understand that while new staff were recruited and staff
diverted from other areas to support the OCI system rollout, in our view, there were
insufficient resources directed to telephone services.

3.37 In our view, DHS’ communication and training strategy for staff was not
adequate. DHS’ messaging and instructions to front line staff did not have the visual
and process detail that may have helped them better understand the customer
experience of the OCI system. The role of service delivery staff was to ‘respond to
general enquiries’, assist customers with registering their online accounts and
transfer or direct customers to the dedicated compliance telephone line.3* More

30 DHS, ‘Good Morning Smart Centres’, internal message to staff, 9 September 2016
(Document 1.5d)

31 Commonwealth Ombudsman, Investigation into Service Delivery Complaints about
Centrelink (April 2014),
http://www.ombudsman.gov.au/ data/assets/pdf file/0021/25851/April-2014-Department-
of-Human-Services.pdf ; One year on from the Centrelink Service Delivery Report,
04/2015 (September 2015),
http://www.ombudsman.gov.au/ _data/assets/pdf file/0020/24527/September-2015-One-
year-on-from-the-Centrelink-Service-Delivery-Report.pdf

32 For example, those made by Ms M, Ms H and Ms C (see below)

33 Commonwealth Ombudsman, One year on from the Centrelink Service Delivery Report,
opcit,p12

34 The instruction stated ‘the preferred method to undertake these interventions is via the
online channel’: ‘Good Morning Smart Centres’, DHS internal message to staff, 9
September 2016 (Document 1.5d); DHS Communication Plan, June 2016 (Document 1.5).
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detailed training plans were focused on the specialist compliance teams who were
directly assisting customers with their OCI reviews.®

3.38 The result was confusing and inconsistent messages to customers when they
tried to contact Centrelink to seek assistance, which in turn led to frustration for
customers and staff. In some instances, staff referred customers online and did not
fully assist them.*® In other instances they attempted to help but lacked sufficient
knowledge to fully advise the customer, as illustrated by Mr J’s case.

Mr J’s complaint

Mr J complained to our office after receiving a debt of $92.28, following a data match between
his employment income and ATO information for the 2011-2012 financial year.

Mr J told us he had contacted Centrelink several times but was not able get an explanation of
how the debt was calculated.

On 5 December 2016 Mr J contacted Centrelink to discuss the possible overpayment. After a
long period waiting on hold, a staff member attended to his call. After some investigation the
staff member explained there appeared to be an error with the overpayment calculation and
Mr J he did not need to take any further action. This phone call was over 47 minutes long.

Later that day, Mr J contacted the compliance helpline again to ensure that he did not need to
take any action. After a twenty minute phone call, he was not able to clarify this with the staff
member.

On 7 December 2016 Mr J received a letter asking him to repay the debt before December 22
2016. Mr J contacted the compliance team on the same day to ask why this debt was raised.
After 30 minutes the staff member suggested he go into a Centrelink service centre to obtain
his myGov login details.

Mr J told us he attended his local Centrelink service centre and tried to resolve the matter
online a number of times, but stated the system kept ‘crashing’.

DHS states the debt was removed after Mr J verbally provided his earnings for the debt
period.

Outcome

Mr J lodged a claim for Compensation for Detriment caused by Defective Administration
(CDDA) claiming compensation for the financial loss and stress he suffered as a result of the
debt being raised. DHS rejected Mr J’'s CDDA claim, finding that he had not suffered a
financial detriment. Our office did not investigate Mr J's complaint, but Mr J gave us a copy of
DHS’ CDDA decision statement where DHS acknowledged that:

‘Mr [J] was unable to receive consistent information regarding the debt or how it was
calculated...A lack of ability by various service officers to explain how the debt was arrived at
indicates a knowledge gap. His communications with the department may have been
inconsistent, frustrating and confusing but did not lead to a financial detriment.’

Assistance for vulnerable customers

3.39 This office has a particular focus on the way government policies and
programs are administered for vulnerable and/or disadvantaged people. In our
experience, people who face challenges such as remoteness, a lack of literacy, lack
of English, disability, or homelessness are more likely to have problems accessing
government services through mainstream channels. In developing new systems and
programs there is a tendency for government agencies with limited resources to

35 DHS, Compliance Learning Team Training Plan (Document 2.9)
36 For example, in the case studies of Ms H and Ms M
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focus their attention towards solutions for the greatest number. This means that
disadvantaged and vulnerable people, who require more intensive servicing, often fall
through the cracks.

3.40 DHS has told our office the fully automated system will not be rolled out to
vulnerable people.> DHS’ policy is to send vulnerable customers a letter asking them
to call the compliance team telephone number. Depending on the customer’s choice,
DHS can complete the review for them or help them to use the system.

3.41  Vulnerable customers for OCI purposes include those with a ‘vulnerability
indicator’ (VI) on their record,*® customers in remote or very remote Australia, and
customers who are recorded as needing an interpreter.

3.42 AVlis aflag attached to the record of a jobseeker who has certain identified
vulnerabilities that may impact on their ability to comply with their mutual obligation
requirements and may put them at higher risk of non-compliance.® These Vls are:
psychiatric problem or illness, cognitive or neurological impairment illness or injury
requiring frequent treatment, drug/alcohol dependency, homeless, recent traumatic
relationship breakdown, significant lack of literacy and language skills or a nationally
approved vulnerability.4°

3.43 In our view, the use of existing VIs and geographical and language data to
identify customers for staff assisted intervention is sensible and appropriate.
However, we are concerned the existing vulnerability data may not cover all
vulnerable people for the purposes of the OCI. We also note there are limitations to
using Vls as a tool for identifying vulnerable groups:

o the VI assessment process is lengthy and complex

e asthe Vlis atool designed for jobseeker compliance purposes, the
assessment of risk may focus more on the impact of vulnerability on the
person’s ability to look for and find work, which may be quite different to their
ability to engage with an online system for debt raising and recovery

e people who become vulnerable after they cease receiving income support
payments may not have a VI on their record

o staff may not recognise situations where the application of VIs should be
considered.

3.44 We recommend the group of people identified as ‘vulnerable’ should be
expanded to include:

37 There are two groups of vulnerable customers DHS has identified as requiring different
treatment under the OCI: those who are excluded from the OCI altogether (including those
who are deceased, in a bereavement period, affected by a natural disaster, legally blind or
have had an update to their circumstances) and those vulnerable people who will still fall
under the OCI but will receive a ‘staff assisted’ service offer: Documents 3.2 and 3.3-Case
selection exclusion rules and assisted compliance rules.

38 For current customers, this includes those who currently have a VI currently on their
record and for non-current customers, those who had a VI at the time the debt accrued:
Information obtained from DHS site visit, 19-20 January 2017.

39 DHS, Operational Blueprint: Vulnerability Indicators 001-10050000

40 DHS, Assisted compliance rules (Document 3.3)
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e certain customers with nominee arrangements, for example, current and
former customers with a payment nominee who is either court appointed or
an organisation

e customers with a current homelessness flag.*!

3.45 In some instances, customers may become vulnerable because of the debt
raising and recovery process itself, as illustrated by Ms C’s case.

Ms C’s complaint

On 14 October 2016, Ms C received a letter advising her of a discrepancy between her
reported earnings to Centrelink and her ATO income for 2013.

In 2013, Ms C was studying and working part time and receiving Austudy and newstart
allowance. She worked casually for several different employers. Each pay period fluctuated,
but she states she reported her income as required.

Ms C logged into the OCI system, but told us she found it difficult to navigate. She said she
agreed with the total amounts that had been recorded, but believed Centrelink had averaged
her annual income across the entire financial year. She told us she did not know how to
update or correct inaccurate fortnightly information. After going through the OCI system, she
received a debt of $4386.09.

She believes Centrelink did not properly explain the debt to her. She said she was asked to
provide payslips for the relevant period, but found this difficult, as one employer was no
longer operational and documents held by another employer had been archived.

Ms C asked for a reassessment of the debt on 2 November 2016, after speaking to a
customer service officer. She later provided payslips and other evidence to support the
reassessment.

On 9 December 2016 a debt collection agency sent her a demand for immediate payment of
$4386.09. Ms C eventually agreed to pay a lump sum of $500 and ongoing payments of $80
per week.

DHS advised us a compliance officer incorrectly changed the online assessment to
‘completed’ on 12 December 2016. This resulted in Ms C receiving an incorrect letter advising
she owed $0. She attended a Centrelink office and tried to clarify, but was told the letter was
incorrect and she still owed a debt.

On 4 January 2017 Ms C wrote an email to the Minister for Social Services, where she stated
that the stress of the situation had caused her to miss shifts at work due to spending hours on
the phone to Centrelink. She reported she was unable to cope and lost her job due to stress
and inability to cope with pressure and she had been having suicidal thoughts and had to take
medication. Ms C told our office she had stopped engaging with Centrelink due to stress and
anxiety and had cried and screamed during her phone calls with Centrelink.

Investigation Outcome

We investigated Ms C’s complaint. DHS advised us that after a manual reassessment, Ms C’s
debt was reduced to $507.55 on 17 January 2017. Ms C spoke to a customer service officer
on 23 January 2017 and the officer referred her to a social worker, after noting Ms C’s email
to the Minster. Ms C later declined to go ahead with the social worker assessment and it
appears no VI was placed on her record. It also appears her email to the Minister was not
treated as a complaint.

41 A homelessness flag is separate to a VI for homelessness. The homelessness flag can
apply to all customers and payment types and only be viewed by DHS staff. The VI for
homelessness can only be applied to jobseekers and can be viewed by employment
services providers.
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3.46 In Ms C’s case, she did not have a VI on her record and was selected for an
online compliance intervention under DHS’ normal processes. However, her reported
stress and anxiety of dealing with a potential debt may have made her vulnerable. It
appears Ms C was not referred to a social worker before her matter was referred to a
debt collection agency. Her complaint raises concerns about whether DHS staff have
received adequate training and instruction on identifying and dealing with potentially
vulnerable customers in relation to the OCI system.

3.47 We have concerns that letters may not always be an effective method of
contacting vulnerable customers, for example, where the recipient is illiterate, or has
other vulnerabilities that affects their ability to understand the letter. We recommend
DHS consider making outbound calls to vulnerable customers where they do not
respond to the initial contact or reminder letters.

DHS’ response to complaints and feedback

3.48 DHS told us the number of OCI complaints it received in the initial rollout
increased between December 2016 and February 2017, but at the end of February
represented less than one per cent of OCI letters sent. At the same time, however,
complaints to our office about the OCI increased significantly.*> The complaints we
received showed some customers who had concerns about the OCI did not make
official complaints to DHS’ complaints and feedback service or have their concerns
recorded as complaints.** In our view, the low number of complaints to DHS may be
explained by the effective reassessment process which resolved customers’ issues in
many cases, but which DHS did not record as complaints.

3.49 In January 2017, DHS analysed complaints about the OCI and identified
where improvements could be made.* This analysis found the main complaint
themes were: confusing content in the initial letter, customers not being clear on what
action they needed to take, and customers calling the Customer Relations Unit
instead of the compliance team, causing a high volume of calls. In response to these
complaints DHS undertook further testing and made enhancements to the OCI after
the initial rollout.

3.50 This process of capturing complaint themes and using them to make
improvements demonstrate that complaints should not be viewed negatively.
Complaints about the OCI are an important window into the customer’s experience of
the system and how effectively the program is being implemented.*®* DHS should
view complaints about the OCI as a free and valuable resource for informing service
improvements. In this context, ‘complaints/feedback’ is a broad concept which should
include any information about how the OCI is working, particularly from the
customer’s perspective. In our view, DHS should continue to capture information
about the OCI from internal reviews and complaints and feed this back to its business
and service delivery areas to continuously improve the system and its delivery.

42 See footnote 4

43 For example, in Ms D’s case, she told this office she asked for a review by contacting
DHS’s complaints and feedback area, but the contact itself was not recorded as an official
complaint.

44 DHS Summary of customer complaint (Document 2.7)

45 Commonwealth Ombudsman, Complaint management by government agencies: An
investigation into the management of complaints by Commonwealth and ACT government,
Report 02/2014, October 2014,
http://www.ombudsman.gov.au/ data/assets/pdf file/0011/30017/October-2014-
Complaint-management-by-government-agencies.pdf
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Governance and risk management

3.51 DHS established a project management board and project management team
to oversee the development and implementation of the OCI.%6 We are satisfied the
business rules to develop the OCI are clear, the system is auditable and is capable of
raising accurate debts if the information fed into it is correct. While we had initial
concerns about the high threshold applied to determine which cases fell out of the
OCI system for manual intervention, recent changes mean more complex cases now
also trigger manual intervention.*’

3.52 We recognise that many risks are more easily identified with the benefit of
hindsight. However, in our view, there were several areas where DHS’ planning to
support the rollout of the OCI system fell short. In our view, this could have been
addressed by better project planning at the outset, including: more rigorous testing
with customers and service delivery staff prior to the rollout of the OCI system; a
slower, more incremental rollout; better communication to staff and stakeholders; and
supporting staff through an effective and incremental change management process.

3.53 In our view, the project management team failed to ensure that key external
stakeholders were effectively consulted during key planning stages. It also failed to
effectively communicate with stakeholders after the full rollout of the OCI in
September 2016, resulting in confusion and inaccuracy in public statements made by
key non-government organisation (NGO) stakeholders, journalists and individuals.
Proper communication with key NGO stakeholders, who are an effective conduit for
information to their members servicing Centrelink customers, could have ensured
that better information about the OCI was more effectively communicated. 48

3.54 The OCI project effectively shifted complex fact finding and data entry
functions from the department to the individual and its success relied on its usability.
In our view, DHS underestimated the level of customer need for assisted compliance
interventions and access to telephone channels and the extent to which some
customers would have difficulty using the system.*® To address this risk, more
thorough and intensive user testing was required. In our view, DHS should have

46 There was also an Improving Compliance Program Board and a Compliance Measures
Implementation Committee to advise the Compliance Risk Branch and relevant business
areas.
47 Information provided by DHS to the Ombudsman’s office on 24 February 2017 — Summary
advice of changes made to OCI since 1 July 2016 (Action Item Response 3.02.2017_12)
48 The risk management plan recognised the need for a strong stakeholder strategy to
mitigate the risk that insufficient communication with appropriate key stakeholders may
result in failure to realise expected program savings: DHS, Employment Income Matching
Risk Management Plan, 6 August 2015 at p 8 (Document 0.4).
49 We believe the project management team failed to recognise the significance of some of
the key differences between the interim system and the OCI, namely that:
¢ all customers who responded under the interim measure had spoken to a compliance
officer capable of listening to explanations, making judgements, guiding the customer
on what they needed to do and entering the relevant data provided

o the 100 000 interventions were generally ‘higher risk’ debts than the remaining
interventions used in final rollout — it follows that the final rollout may have included a
greater proportion of discrepancies that may not turn out to be debts.
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given more regard to the risks associated with usability issues. These should have
been documented® and should have included the potential for:

e higher than expected call volumes to DHS non-compliance numbers
e higher than expected call volumes to compliance and debt recovery numbers

e customer anxiety, stress and, for some customers with unidentified
vulnerability, crisis

e loss of public confidence in the OCI system

e loss of public confidence in all DHS debts.5’!

3.55 These risks could also have been mitigated by a slower rollout of the project;
the development of supporting resources which were envisaged, but not initially
delivered;%? and consultation with the former Digital Transformation Office®® in the
early design and user testing phases of the project.>* We note that after DHS worked
with the now Digital Transformation Agency (DTA) in February 2017 to review and re-
design the OCI and undertook comprehensive user testing,*® this resulted in a more
user-friendly system.

3.56 DHS recognised the risk that staff would not support the change and the
media may misrepresent its key messages. It identified the need to develop a
Programme Communication Plan® and Programme Stakeholder Engagement and
Communication Plan. However, as the press coverage reflects, the strategy was not
effectively implemented.

3.57 AKkey lesson for government agencies and policy makers when proposing to
rollout large scale measures which require people to engage in a new way with new
digital channels, is for agencies to engage with stakeholders and provide resources
for adequate manual support during transition periods. This may mean increasing

50 The risk management plan identifies the risk of insufficient resources. However, the list of
possible causes of this risk does not note higher than expected demands on resources
arising from usability issues. Nor does it recognise in the ‘risk consequence’ column, the
potential impact on service delivery, customer experience or reputational damage: DHS,
Risk Management Plan, op cit, p 11 (Document 0.4).

51 While OCI debts comprise only eight per cent of all DHS debts, our office has received
high volumes of complaints from people who incorrectly believe they have an OCI debt. A
similar level of confusion has been found in the media.

52 DHS’s Communication Plan (op cit at p 4) refers to the development of tutorials and
pictorials (Document 1.5).

53 The former Digital Transformation Office (DTO) was responsible for digital service delivery
across government and to assist agencies with their ‘digital transformations’:
https://www.malcolmturnbull.com.au/policy-fags/fags-the-digital-transformation-office
accessed 10 March 2017. In October 2016 the Government announced the new Digital
Transformation Agency to replace the DTO with an expanded role to guide, oversee and
drive the Government’s digital transformation agenda:
http://ministers.dpmc.gov.au/taylor/2016/new-digital-agency-establishes-agenda accessed
10 March 2017.

54 DHS advised our office it did not consult with the DTO in the development and testing of
the OCI — information obtained from DHS site visit, 19-20 January 2017.

55 Information provided by DHS to the Ombudsman’s office on 17 February 2017 — Customer
testing narrative (Action ltem Response 17.02.2017_4). The redesign team undertook user
testing with 26 customers and analysed feedback from help desk staff.

5% DHS, Risk Management Plan-Strengthening the Integrity of Welfare Payments, p 3 of 30
(Document 1.0)
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resources for staffing, or ensuring that timeframes for rolling out the new program are
realistic relative to existing resources.
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PART 4 — CONCLUSIONS AND RECOMMENDATIONS

4.1 The OCIl is a complex automated system that was rolled out on a large scale
within a relatively short timeframe. There will inevitably be problems with the rollout of
a system of this scale. In our view the risks could have been mitigated through better
planning and risk management arrangements at the outset that involved customers
and other external stakeholders in the design and testing phases.

4.2 Key considerations in developing automated decision making systems are
whether the system is consistent with administrative law values of lawfulness,
fairness, rationality, openness/transparency and efficiency.®” Customers need to
understand how the system works, have the opportunity to present their information
in a considered way and be supported in the transition from a manual to an
automated system. Clear and comprehensive information to customers and staff is
important. As discussed in this report, DHS did not clearly communicate aspects of
the system to its customers and staff which led to confusion and misunderstanding.

4.3 In February 2017, DHS made changes to the OCI process, partly in response
to feedback from this office and complaints made to DHS itself. The changes have
been positive and have improved the usability and accessibility of the system. The
changes were developed after more comprehensive user testing involving customers
and after seeking input from the Digital Transformation Agency. Full details of the
February 2017 changes are set out in Appendix A.

4.4 In our view, these changes go some way to addressing the problems
identified in this report that occurred in the initial rollout of the OCI. However, we
consider there are several areas where further improvements could be made and we
have made a number of recommendations to address these. We consider it is
important for DHS to address these issues before the OCl is rolled out further,
particularly to vulnerable customers.

Recommendations regarding the ten per cent recovery fee

4.5 We welcome DHS’ advice that it has now removed the automatic application
of the ten per cent recovery fee for customers who engage with DHS.%® We
recommend DHS review those debts already raised by the OCI where the recovery
fee has been automatically applied.

Recommendation 1 — Ten per cent recovery fee

We recommend that in certain circumstances DHS should reassess those
debts already raised by the OCI where the recovery fee was applied
automatically, including, where a customer contacts DHS or a mercantile agent
to raise a concern, seek information, or seek a re-assessment in relation to an
OCI debt which includes a debt recovery fee (whether or not the debt has been
repaid). DHS should manually reassess whether the application of the recovery

57 Australian Government, Better Practice Guide on Automated Assistance in Administrative
Decision-Making (February 2007)
http://www.ombudsman.gov.au/ _data/assets/pdf file/0032/29399/Automated-Assistance-
in-Administrative-Decision-Making.pdf accessed 30 January 2017

58 DHS briefing to the Ombudsman’s office, 17 February 2017
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fee was appropriate, taking into account the customer’s personal
circumstances, including the existence of a reasonable excuse.

Recommendations regarding initial contact letters

46 We acknowledge the improvements DHS has made to its initial contact letters
since 20 January 2017. The current letters now contain the dedicated 1800
compliance helpline number, although this appears on the second page of the letter
and is not obvious to the reader. The letter asks the person to either ‘confirm or
update’ their information which clarifies they can make changes. It tells the person
they may need payslips or bank statements to check their employment information.
Customers no longer need a myGov account to access the system. Copies of letters
used from February 2017 are at Appendix E.

4.7 In our view, DHS could make further improvements to improve the clarity of
the initial letters and give customers better information so they understand the
information and can properly respond to it.

Recommendation 2 — Initial contact letters

The initial contact letters to customers should:

(a) place the compliance helpline number on the first page
(b) mention the possibility of a debt earlier

(c) clearly explain the concept of averaging. In particular, letters should
explain that if the customer does not go online or if they accept the ATO
data, their income will be averaged over periods for which income has
not been verified and debts based on averaged ATO income may be less
accurate, especially if the customer’s income was fluctuating or
intermittent.

(d) advise people they can ask for an extension of time online or by calling
the compliance helpline number.

Recommendations to further improve clarity of messaging within the OCI
system

4.8 The February 2017 changes which include improvements to the help
functions, explanations and overall usability of the OCI go some way to addressing
our concerns about usability of the system. However, in our view, the messaging
within the system itself should give a clearer explanation of what it means if the total
ATO income is ‘averaged’ across the employment period. It should explain this will
occur if the customer does not provide fortnightly earnings information, if the
customer does not respond, or provides incomplete information. Copies of the OCI
screenshots prior to February 2017 are at Appendix F. Copies of the OCI screen
shots after February 2017 are at Appendix G.

Recommendation 3 — Messaging within the OCI

DHS should include a message within the OCI system to clarify that if the
customer does not enter their income information, their ATO income will be
averaged evenly across the relevant period and this may result in a debt. The
message should advise that debts based on averaged ATO income may be less
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accurate than debts based on actual income, especially if the customer’s
income was fluctuating or intermittent.

Recommendations to further assist customers to gather evidence to effectively
use the OCI system

4.9 We have made the following recommendations to further assist customers
gather evidence to effectively use the OCI system.

Recommendation 4 — Obtaining employment income evidence

(a) DHS should take into account the potential cost to some customers of
obtaining bank statements. Where this cost would cause financial
hardship to the person, DHS should use its powers to request the
evidence directly from the financial institution.

(b) Where a person contacts DHS for assistance in relation to the OCI, DHS
should use its information gathering powers to assist the person to
obtain income information from a third party, such as a former employer
or bank, if:

. despite genuine and reasonable attempts to do so, the person has been
unable to obtain income information; or

. it would be unreasonable, in the circumstances of their case, to expect
them to obtain such information

(c) Where customers advise they had stopped working for a particular
employer, DHS should consult its own records to confirm if that
information had previously been verified with the employer and/or if the
customer had notified DHS at the time.

(d) The Department of Social Services should include clear guidelines
about the process for obtaining employment income evidence in the
Guide to Social Security Law.

Recommendations to further improve service delivery

4 10 We accept DHS has now implemented a number of changes to improve its
service delivery to customers in relation to the OCI system. Customers can more
easily get assistance by contacting the dedicated 1800 compliance helpline number.
This number is now prominently displayed within the OCI system, although less
prominently in the letters to customers. Customers can also ask for a reassessment
or internal review by calling the compliance helpline. More cases will be assessed
manually if they are complex or if the person disputes any aspect of the assessment.
In addition to these changes, we consider DHS should implement the following
measures to further improve its service delivery in relation to the OCI system.

Recommendation 5 — Communication to customers and staff
DHS should:

(a) ensure its 1800 compliance helpline number continues to be adequately
resourced

(b) produce comprehensive publicly available information for customers on
how to use the OCI system, which includes the compliance helpline
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telephone number and how to obtain relevant employment income
evidence. This information may include video on demand (VOD)
resources and fact sheets

modify the standard message in customer records to refer them to their
online account, to reflect that customers can be referred for assistance
if required

continue to provide comprehensive training as required to specialist
compliance staff and regular messaging to all service delivery staff on
the OCI system, in particular, ensuring customers are directed to, and
assisted by, the specialist compliance staff

systematically capture and record information obtained from complaints
and internal reviews and use this information to continuously improve
the OCI system from the customer’s perspective.

Recommendations regarding vulnerable customers

4.1

We recognise that customers identified as vulnerable will be ‘staff-assisted’.

We consider that before the OCl is rolled out further, DHS should consider expanding
the group of customers identified for a staff assisted intervention and provide them
with additional assistance and support.

Recommendation 6 — Expansion of customers who are offered a staff assisted
intervention

Before the OCI system is rolled out further, the following groups should be
included in the current vulnerable (staff assisted) cohort for OCI purposes:

a)

b)

current and former customers with a payment nominee who is either
court appointed or an organisation

customers with a current homelessness flag on their record who are not
already captured under the Vulnerability Indicators

Recommendation 7 — Assistance to vulnerable customers

DHS should provide additional assistance and support to vulnerable people to
engage with the OCI system. In particular:

(a)

(b)

DHS should consider making outbound calls to vulnerable customers
where they do not respond to the initial or reminder letters, to explain
what is required and start the staff assisted service offer.

DHS should consult with relevant stakeholders about the difficulties
vulnerable groups may face when engaging with the OCI.

Future implementation of the OCI

412

In our view, it is critical DHS monitors and evaluates the effectiveness of

recent and future changes to the OCI. This should include capturing information
about the OCI obtained from complaints, feedback and internal reviews and using
this information to inform continuous improvements to the system and DHS’ service
delivery. It also includes evaluating how to mitigate the risk of over-recovery of debts.
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Recommendation 8 — Future implementation of the OCI
Before further expansion of the OCI, DHS should:
(a) undertake a comprehensive evaluation of the OCI in its current form

(b) give further consideration as to how to mitigate the risk of possible
over-recovery of debts.

Further rollout of the OCI should be done incrementally.
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APPENDIX A — UNDERSTANDING THE OCI

Many of the processes for investigating, raising and recovering debts
discussed in this report have been in place for a long time.>* While some of these
manual processes have been automated within the OCI, debts raised by the OCI
account for eight per cent of all debt notices issued to customers.®® Manual
processes continue to operate for debts raised outside of the OCI.

This appendix provides detailed analysis of the treatment of PAYG income
discrepancies under the OCI as well as the manual debt raising systems and pilot
programs that preceded it, and the improvements made to the OCI since February
2017.

The previous manual process

Under the manual process, when a debt was identified for investigation it was
allocated to a DHS compliance officer who would contact the customer, if necessary,
to ask for information. Where it appeared an overpayment may exist, the customer
was asked to provide payslips or other supporting documentation to verify their
income. This would be done by sending a legal notice under the Social Security
(Administration) Act 1999 (the Administration Act), that required the customer to
produce the information.®’

If the information requested was not forthcoming or did not adequately
address the request, the compliance officer wrote to the customer’s employer using
DHS’ information gathering powers®? to obtain payroll records showing fortnightly
income information.®® The compliance officer entered the fortnightly earnings
information into a DHS debt calculation system® to work out whether there had been
an overpayment. If an overpayment had occurred, the compliance officer raised a
debt and could apply a ten per cent recovery fee if they were satisfied the customer
had refused or failed to provide information about their income or had recklessly or
knowingly failed to declare their income without reasonable excuse.5®

If fortnightly earnings information still could not be obtained, DHS guidelines
permitted compliance officers to apportion ATO annual earnings over the debt period,

5 For example manual processes for, data matching, investigations, application of 10 per
cent recovery fee and debt recovery.

60 See footnote 5

81 For current social security recipients, the notice was sent out under s 63 or section 80 of
the Administration Act, and the consequence for non-compliance was suspension or
cancellation of payment. For former social security recipients, the notice was sent out
under the department’s broader information gathering powers under Part 5, Division 1
sections 192-197 of the Administration Act, the penalty being up to 12 months
imprisonment (unless the customer was unable to comply or had a reasonable excuse).

62 Part 5, Division 1 sections 192-197, Administration Act

63 If employer information was unavailable, DHS would seek information from other third
parties, as appropriate.

64 This system is known as Multical.

65 Section 1228B Social Security Act 1991.Until recently, DHS had automatically applied a
10 per cent recovery fee to all debts unless the customer has a vulnerability indicator, a
special circumstances exemption, is part of an exempt cohort (age and carer pensioners)
or indicates that there were personal reasons affecting their ability to declare their income.
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but only ‘if every possible means of obtaining the actual income information has been
attempted.’®

Once the debt was raised, the customer was sent an account payable notice

and the debt recovery processes would commence.

The 2015 Pilot

DHS conducted a two stage pilot in 20158 to inform the design of the online

compliance system.®® One of its aims® was to test options for pre-calculating any
debt (prior to customer contact) and post-calculating any debt (once the customer
was contacted). The results of the pilot included:

e 69.6 per cent of interventions resulted in a debt ©
e the average debt value was $2546.21

e 40 per cent of customers contacted DHS after receiving the initial letter
notifying them of a potential discrepancy

o 50 per cent of customers that contacted DHS decided to proceed using the
ATO data match

e irrespective of whether the customer had contacted DHS beforehand, ten per
cent of customers contacted to discuss the outcome

e appeals were below normal appeal rates’’

66

67

68

69

70
71

DHS Operational Blueprint 107-02040020 - Acceptable documents for verifying income
when investigating debts

The pilot involved two phases. Phase one involved 1 000 customers selected from a
random sample of customers who had debts for the 2010-2011 year. The pilot took place
in two sites. Interventions undertaken in Site 1 were ‘pre-calculated’ which meant the
earnings apportionment was undertaken prior to initiation and stored for staff to access
during the customer call. Interventions in Site 2 were “post-calculation’ which meant
earnings were apportioned and the debt calculated during the call. Phase two involved
1600 customers from a random sample of risk categories across the three years 2010-
2011 to 2012-2013. In that pilot, a ‘contact centre model’ was tested whereby debts were
calculated by contact centre staff during the customer call, and debts identified as needing
a ‘multical’ calculation were referred to a processing team for action: Pilot PAYG
Interventions op cit, pp 4-5 (Document 1.8).

DHS, Strengthening the Integrity of the Welfare System: Pilot PAYG Interventions: Manual
Process Final Report, 25 August 2015 (Document 1.8)

It also aimed to test the new behavioural insights initiation letter and customer acceptance
of the data provided by the ATO: Pilot PAYG Interventions, op cit, p 4 (Document 1.8).
This figure was 76.8 per cent for targeted risk categories.

There were a total of 45 appeals lodged, of which nine were withdrawn following further
explanation. This represented a two per cent appeal rate. At the time of the report eight
cases had been finalised by Administrative Review Officers, with five being varied and two
set aside due to new information being supplied. Most related to slight miscalculations,
although in two cases the debt period was modified due to information already coded or
previously supplied prior to the intervention: Pilot PAYG Interventions, op cit, p 13
(Document 1.8).
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The interim process

DHS commenced an interim rollout of a new compliance approach from
1 July 2015. DHS identified 100 000 discrepancy cases for manual assessment.
However, this process differed from the previous process in several ways.

First, it placed greater emphasis on the obligation for customers to provide
DHS with current and accurate information about their circumstances, including
changes to earnings. DHS staff would no longer seek this information from
employers for the purposes of calculating a debt.

Second, DHS no longer sent legal notices requiring people to provide
information.”? Rather, DHS sent a letter which:

o alerted the customer to the possible discrepancy
e asked the customer to call DHS on the 1800 number for the compliance team

e warned that if the customer did not contact DHS within 21 days it would use
the ATO information to make a decision.

Third, if there was no response from the customer, or the response was
incomplete, the compliance officer would manually calculate the debt but would do so
by averaging the ATO income data.

The OCI process July 2016 to January 2017

In July 2016 DHS launched the OCI. The initial group of customers selected
for the ‘online compliance intervention’ included those who received income support
payments in the 2010 to 2014 financial years, many of whom were no longer
Centrelink customers. The OCI began with a limited rollout to approximately 1000
customers from July 2016 and progressed to a wider rollout in September 2016.
Copies of OClI letters and screenshots from December 2016 are attached at
Appendices D and F.

The initial letter

Once records with discrepancies were released into the OCI it sent a letter to
the customer’s myGov account (and an SMS if the customer was registered for SMS
notifications) or a letter to their last-known address’ telling them about the
discrepancy.

The letter’ attached details of the ATO information obtained by DHS and
gave customers 21 days to respond to the letter by going online to myGov to
‘confirm’ their employment income information in the online compliance system.” If

72 Previously, notices were sent under Part 5, Division 1 sections 192-197 of the
Administration Act

73 |etters have mostly been used for those who do not have a registered Centrelink online
account linked to their myGov account. DHS has advised letters were sent via the
preferred communication channel the customer had selected.

74 For customers identified by DHS as ‘vulnerable’, a separate letter was developed which
asked them to call Centrelink and provided a telephone number. However, the OCI was
not rolled out to vulnerable customers, except for a small number of people in the pilot and
in early July 2016.

75 DHS, Chronology of PAYG letters (Document 1.6, Attachment A)
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the customer did not have a myGov account, they would need to set one up before
they could view the information.”® Until 20 January 2017, the letter did not provide
telephone contact details.””

The letter warned if the customer did not go online to confirm their income
DHS ‘will update [their] details using the enclosed employment income information’.

If the customer did not go online

If the customer did not go online within 14 days, the OCI sent a reminder
letter.

If the customer still did not go online by the due date in the reminder letter,
the OCI apportioned the ATO earnings information evenly over the period the
employer told the ATO the customer worked for them, to calculate any debt. Where a
debt was calculated, the OCI generated a debt notice (an account payable notice)
which was sent to the customer. At this stage, the normal debt recovery processes
commenced.

If the customer went online

When the customer went into the OCI they worked through several screens
displaying the ATO income data and could correct that information or supply more
detailed information, including details of their employer, pay amounts and pay
periods. The customer had to declare the information was correct and was warned of
the risk of criminal penalties for providing false information.

The OCI assessed whether to accept the updated information and/or any
documents provided by the customer. Where the OCI did not accept the evidence, it
generated an ‘error’.”® A compliance officer reviewed the ‘error’ to decide if it required
a manual assessment. If the error was fixed, the assessment returned to the OCI. If
the error could not be fixed, a compliance officer manually assessed the evidence to
decide the outcome.

Appendix B analyses the debt calculation process used by the OCI, including
its ability to accurately assess various kinds of income and exclusions, and its use of
‘averaged’ ATO income.

The debt notice

Once the assessment was completed, the OCI automatically generated a
letter which notified the debt amount and any recovery fee. Customers were advised
to ‘go online to get details of this decision or to provide more information’.

76 Once a customer sets up a myGov account the customer can link their account to
Centrelink to access their Centrelink online account or they can continue to access their
account via the DHS website.

7" The inclusion of the compliance team number was recommended by this office during a
briefing about the OCI from DHS on 6 January 2017.

78 DHS business rules developed by a data analyst identify interventions that may have an
error: DHS, OCI: A Customer Journey flowchart, provided to our office on 20 January
2017.
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Once the OCI calculated the customer’s debt, if any, an automatically
generated account payable notice was sent to the customer. The debt notice
included the 1800 number for the debt recovery unit and the compliance team.

Reassessments, reviews and complaints

The OCI was designed so that if more information was received at any time
(either online, by phone or in person) debts could be reassessed in light of the new
information. There were built-in tolerances which defined what information would be
automatically accepted by DHS as reasonable, and what would require further
verification (for example, payslips and employer information). These are known as
‘reassessments’. There was no limit to the number of reassessments that could occur
when new information was entered.

A customer could seek internal review via a link in the OCI, or via other
traditional methods (for example, in writing, by phone, and in person). Processes for
seeking external review were unchanged.

Changes to the OCI since February 2017

In January 2017 this office met with DHS on three occasions and provided
feedback about the OCI. On 1 February 2017 DHS and the Digital Transformation
Agency conducted a heuristic’ review of the OCI using feedback from customers
and help desk staff to redesign, test and review proposed changes to improve the
OCI and letters.®°

From February 2017 DHS made changes to the original system. Copies of
OCI letters and screenshots from February 2017 are attached at Appendices E and
F.

Logging on

Customers no longer need a myGov account to access the OCI system. They
can log onto the system using a unique confirmation code and their Customer
Reference Number?' which is provided to them in the initial letter.8?

Letters

DHS made changes to the letters it sends customers. The first changes were
put in place on 20 January 2017. Further changes followed in February 2017.

The initial letter now includes the 1800 number for the compliance team. In
the 20 January letter this was in bold, halfway down the first page. In the February
2017 version, it is in regular font on the back page.® The new letter clearly states the

79 A review using trial and error or by rules that are only loosely defined — Oxford Dictionary
accessed 21 February 2017 https://en.oxforddictionaries.com/definition/heuristic

80 DHS briefing to the Ombudsman’s office, 17 February 2017

81 DHS PowerPoint presentation v2.0 Employment Income Confirmation, 5 February 2017 pp
2-11 at Appendix G; Employment Income Confirmation: Letter Process Flowchart,
provided to the Ombudsman'’s office on 17 February 2017 (Action Item Response
17.02.2017_6)

82 Once they log into the system they are asked to verify their identity using their passport,
drivers licence or Medicare card.

83 L etters deployed on 20 January 2017. These letters included, in bold writing, the 1800
number to call if people required further assistance. There was also more clarity that:
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letter is not a debt letter and provides a security code to enable the person to log
onto the system directly, without needing to use myGov.

DHS has also taken steps about non-receipt of mail for people who have
moved address since they last received Centrelink payments. Initial letters and the
first reminder letter will now be sent by registered mail.®* If a customer has not
completed the OCI after receiving a second reminder letter, DHS will attempt to
contact the person by phone.® DHS has obtained authorisation to enable it to access
more recent address data where it exists within other programs it administers.%®
Where authorised, DHS will also access data from third parties, such as the
Australian Electoral Commission. DHS has told us it will now not refer OCI debts to a
debt collector where the person has not responded until it is satisfied ‘the person has
received the notice but is ignoring it’.#’

Time to respond

The timeframe to respond to the initial letter has increased. Originally it was
21 days from the date of the letter. The timeframe is now 28 days from the date the
customer receives the letter.

The option to seek an extension of time is now signposted in the OCI which
lets people know what information they may need to collect.®®

Increased manual interventions

The OCI is now directed to people who have relatively simple employment
circumstances. People with more complex circumstances will now fall out for manual
intervention.

Manual intervention by a compliance officer now occurs when:

¢ the customer disputes any aspect of the assessment (for example where they
indicate they did not work for the employer, the period of employment is
changed or they do not accept the gross estimated amount)

o they answer ‘yes’ or ‘unsure’ to the questions about whether they received
allowances for out of pocket expenses, income from superannuation,
compensation, income protection, Community Development Program projects
or government Paid Parental Leave

¢ they do not have access to payslips or bank statements, or are requested to
provide documented evidence &°

Communication within the OCI

e both employment income and employment dates should be checked, confirmed or
changed by the customer

e not responding may result in a debt.

84 Information provided by DHS to the Ombudsman’s office on 24 February 2017 — Changes
to the OCI since 1 July 2016 (Action Item Response 3.02.2017_12)

85 DHS briefing to the Ombudsman’s office, 17 February 2017

8 That is, a Public Interest Certificate to enable the use of address data.

87 DHS briefing to the Ombudsman’s office, 17 February 2017

88 DHS PowerPoint v2.0, op cit, p 12; DHS briefing to the Ombudsman’s office, 17 February
2017 and Changes to OCI since 1 July 2016, op cit (Action Item Response 3.02.2017_12)

89 DHS PowerPoint v2.0, op cit, p 22
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Overall, communication within the OCI is improved by greater clarity. In
particular, there are more prominent help functions and explanations within the
system.®® For example, on the ‘Check your Income Details Breakdown’ page, a help
icon link is now located in the text of the main instruction:

“If you are unsure what pay amounts to enter into the payment periods displayed, cIick
for help.”®!

The OCI will now accept bank statements

To address concerns about people being unable to obtain their payslips to
enter their income information into the OCI, DHS has introduced a bank statement
net to gross income calculator function.

Customers will first be asked if they have payslips as these are the most
reliable information source. If they do, they are not presented with the bank
statement option.

If the person answers ‘no’ to the payslip question they will be asked if they
have bank statements. Customers can now enter their net income as shown on their
bank statements and the system will reverse calculate their gross rate. The system
clearly explains that it adds the amount of tax the ATO says they paid to the net
amount. It also makes clear that the conversion of net information produces a ‘total
estimated gross amount’.

Revising information and the provisional reassessment

Previously a customer could re-enter the system at any time (even after the
debt is raised, or during or after internal or external appeal processes) to enter new
information.

The revised OCI gives a person more opportunity to move back and forth
within the system before finally accepting the provisional assessment. The
provisional assessment screen states:

‘The provisional result indicates we over paid you by $ . We will send you notification
of this by letter. If you do not accept this result, you can update your employment details
again or call us on 1800 086 400.’ %2

It also warns the customer that if the result is not accepted within 14 days
ATO data will be applied and may result in a debt.

Unlike the original system, once a provisional reassessment has been
accepted the customer cannot re-enter the system. Rather, they will need to contact
DHS to have the decision formally assessed or reviewed.

Debt recovery and the review process

9% DHS briefing to the Ombudsman’s office, 17 February 2017 and DHS Table of help text
provided to the Ombudsman’s office on 6 March 2017 (Action Iltem Response
17.02.2017_2)

91 DHS PowerPoint v2.0, op cit, p 25

92 DHS PowerPoint v2.0, op cit, p 33
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DHS has told this office it will pause recovery action while a matter is under
internal review, unless the customer requests to continue paying back the debt. DHS
also advised it will not commence debt recovery action and is taking debts back from
debt collectors, until it is satisfied that a person is aware of the debt and their appeal
rights.

The ten per cent debt recovery fee is no longer applied automatically

DHS no longer applies the fee automatically where there is no contact from
the customer, or the customer responds that they had personal factors which
affected their ability to accurately declare their income. Enhancements within the OCI
make it easier for customers who have a reasonable excuse to notify the department
so they will not be charged the fee.

DHS now provides clearer information, and a further invitation to provide a
reasonable excuse, in debt notification letters. A copy of this letter is at Appendix E.
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APPENDIX B — THE OCI IN OPERATION
Accuracy of debts raised by the OCI

2.10 Good public administration requires that administrative decision making is
consistent with the administrative law values of lawfulness, fairness, rationality,
transparency and efficiency.®?

2.11 Concerns raised with this office about the accuracy of debts raised by the OCI
included:

¢ the suitability and reliability of ATO income data

¢ the ability of the system to accurately assess various types of income and
exclusions

o the ‘averaging’ of ATO income data.

2.12 In this section we have analysed the ATO data match process, the ability of
the system to accurately calculate debts, the use of averaged ATO income data and
the application of the ten per cent recovery fee to debts. We are satisfied the ATO’s
role and the information it provides in the data match process has not changed.
However, under the OCI the way DHS investigates ATO data discrepancies has
changed.

Suitability and reliability of ATO data

The data matching process

2.13  Each financial year, DHS puts together a data file** of all customers who
received income support payments during that financial year. This data file includes
identity information such as names, date of birth and historical addresses. It does not
include the customer’s tax file number (TFN) because use of the TFN is restricted to
data matching under the Data Matching (Assistance and Tax) Act 1990 (the Data
Matching Act).®®

2.14 The ATO applies confidence ratings to its income data. DHS advised that it
uses data which scores in the top three ATO confidence ratings.%

2.15 Once the DHS data file is received by the ATO, the ATO uses tax file
numbers to extract information it holds about that individual (for example, name,
address and date of birth). The ATO provides DHS with:

¢ income information obtained from the payee (customer)

e income information obtained from the payer (employer)

9 Administrative Review Council, Automated Assistance in Administrative Decision Making,
Report to the Attorney-General, Report no. 46 (November 2004), p 3

94 Information obtained from DHS site visit 19 January 2017.

9 In effect, to use TFNs would limit the data DHS could match against. To enable data
match of a wider set of information, DHS uses its broader information gathering powers
under the Social Security Act, rather than the Data Matching Act.

% This is the ATO’s rating of the reliability and accuracy of that data.
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2.16  DHS told us it sends approximately 80 million identities to the ATO and
receives approximately six million matches back from the ATO.

What DHS does with the data

2.17 Using the matched data from the ATO, DHS begins a process of validation
and data cleansing. This process includes cleansing (for example, making sure dates
are in the correct format) and ‘fuzzy logic’ which is a set of rules for ignoring certain
discrepancies based on the probability that they are no or low risk. For example, if an
employer name is the same except for the omission of ‘Pty Ltd’, fuzzy logic rules
apply to disregard the discrepancy.

2.18 A series of further selection rules are then applied which assess the risk of
overpayment. Factors include, but are not limited to, time spent on social security
payments during the year, and the size of the discrepancy. There is a minimum
discrepancy threshold for selection.®”

2.19 DHS advised that as a general rule, roughly 300 000 discrepancies are
identified as likely overpayments and each carry a risk weighting which indicates the
likelihood of a debt outcome.®

2.20 DHS has confirmed that, prior to being released into the OCI, historical data
match information is ‘refreshed’, that is, the data match process is re-run (for
example, in case customers had lodged amended tax returns in the intervening years
that can impact the historical data).

2.21 In the past, approximately 20 000 of the highest risk files underwent manual
investigation annually. Under the ‘Strengthening the Integrity of Welfare Payments’
measure, from 1 July 2015 a further 100 000 of the next highest risk files were
released for investigation under the interim measure. From 1 July 2016, all remaining
files were released into the OCI.

2.22 DHS told us, and we are satisfied, that the ATO data being used, along with
the data matching, fuzzy logic and selection processes, has not changed since the
introduction of the OCI. What has changed is how the selected income discrepancies
are investigated by DHS.

Investigation of discrepancies

2.23 Aside from averaging the ATO income data, which is discussed separately
below, concerns raised with this office have related to situations where debts have
been calculated:

e because the OCI was unable to recognise that income had been correctly
declared, but the employer name held by the ATO was different to the name
the customer gave to DHS (for example, ‘MacDonalds’ had been declared to
Centrelink as ‘Maccas’ or where a customer uses a trading name instead of a
company name)

97 While our office is aware of the dollar figure for this threshold, we do not consider it
appropriate to publish, for business integrity reasons.

% Risk is assessed using a combination of the time a person has been in receipt of a
Centrelink payment for a financial year and the income discrepancy between the person’s
total earnings declared to DHS, compared to the total earnings declared to the ATO for a
financial year: DHS Case Selection Business Parameters (Document 3.2).
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e dates of employment provided by the ATO were incorrect.

2.24  Prior to 1 July 2016, selected discrepancy files were investigated by a DHS
compliance officer who, by conducting an ABN search or after speaking with the
customer, could ascertain that income had previously been properly declared under a
different employer name or that the dates provided by the employer to the ATO were
incorrect. According to the 2007-2010 Data-Matching Program Report on Progress®,
the number and proportion of discrepancies which did not proceed to debt recovery
action after the customer was contacted ranged from 17.23 per cent in 2007 to 25.5
per cent in 2010.

2.25 The concerns about incorrect ATO data for periods of employment depends
on the quality of data provided by the employer to the ATO and highlights the
different purpose of the ATO data. For example, a student may work for an employer
for two weeks during each holiday break, which the employer may declare as one
period beginning on the first day of employment and ending on the last day they were
employed (despite the long gaps in employment). The failure to take into account
gaps in employment impacts the accuracy of debt calculations by DHS. We
understand DHS is discussing with the ATO what steps it could take to improve the
quality of employer reported data.’® At the same time, changes to the OCI now make
it clearer to customers that they need to check their dates of employment.

2.26 DHS has conceded that, if restrictions on the use of tax file numbers were
removed, it could improve the quality of data-matching. However, only around 20
mismatched identities occur each year.

Ability of the system to accurately assess various kinds of income and
exclusions

2.27 There has been public concern about the ability of the OCI to accurately
calculate the various kinds of income a person receives (including leave payments,
allowances, lump sums, termination payments and so on) along with income test
concessions and incentives (for example working credits and student income bank).

2.28 In our view the business rules in the OCI that support the debt calculation are
comprehensive and accurately capture the legislative and policy requirements. The
OCIl appears to have the capacity to accurately calculate various types of non-
standard income including leave payments, termination payments, fringe benefits,
allowances and reimbursements, and apply relevant exclusions and credits, such as
free areas, income banks and working credits.

2.29 However, the calculation relies on the customer accurately entering the
various types of income into the OCI for each previously unverified fortnight of
income during the debt period.

2.30 The OCl is also designed so that any entitlement fortnights for which income
has been previously verified (for example, if the person provided payslips from time
to time during the year), will be excluded from the debt calculation.

99 Based on the last available DHS report on data matching under the Data Matching Act.
100 Information obtained via DHS site visit 19 January 2017
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Use of ‘averaged’ ATO income data

2.31 Under the Social Security Act, a fortnightly income test is applied to determine
a daily rate of payment, generally paid in fortnightly instalments. A person’s
entitlement in any given fortnight will therefore be assessed on the income they
earned, derived or received that fortnight. This is different to the tax system (including
family payments) which is concerned with assessing annual income. ATO data
normally provides an aggregate annual employment income figure and does not
provide the detail required to accurately assess fortnightly social security
entitlements.

2.32 DHS has always had a process for averaging ATO data to calculate debts.™"
The process is set out in its operational guidelines'® however it was limited to last
resort situations: ‘If every possible means of obtaining the actual income information
has been attempted, it is possible to use any evidence available to raise a debt
including an annual figure.’ The guideline also identifies the risks involved in
averaging income data and shows DHS was aware that averaging ATO earnings
may result in incorrect debts:

‘Some of the difficulties:

- If a customer reports fortnightly and has under declared, there may be no evidence to
support a finding of false or misleading information for any given fortnight
If employment is for a part of a year only, averaging over 12 months will not result in a
correct result if the customer should have received a full rate at other times of the year
If income varied greatly during the year, the result may be incorrect

Actual period(s) worked should be obtained so that averaging only occurs for periods
worked.

The raising and recovery of debts must satisfy legislative requirements. Evidence is
required to support the claim that a legally recoverable debt exists’. 103

2.33 We asked DHS whether it had done modelling on how many debts were likely
to be over-calculated as opposed to under-calculated. DHS advised no such
modelling was done.'® In our view the risk of over-recovering debts from social
security recipients should be the subject of more thorough research and analysis.

2.34 Averaging in the OCI occurs when:

o the customer does not respond to DHS’ request to go online or contact DHS
by the due date

o the customer’s response is incomplete — for example, if the person entered
the information accounting for some, but not all of the income received over
the debt period. In this case, the OCI will average the balance over the
remainder of the period/s

o the customer’s response is outside certain tolerances as to what is
reasonable (in such cases, the OCI requires a compliance officer to consider

101 DHS told this office on 3 February 2017 that it ‘uses the concept of averaging income in
the absence of detailed information and has been using this methodology since the early
1980’s, both in manual and OCI systems’.

102 DHS Operational Blueprint 107.02040020 Acceptable documents for verifying income
when investigating debts

103 DHS Operational Blueprint 107-02040020

104 DHS briefing to Ombudsman'’s office, 17 February 2017
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the matter and a person may be required to provide payslips. If the response
remains unverified and is still considered to be unreasonable, the ATO data
will be preferred and used to raise the debt via the OCI).

Application of the ten per cent recovery fee

2.35 Automated decision making is authorised by section 6A of the Social Security
(Administration) Act 1999 (the Administration Act).'®

2.36  According to the Administrative Review Council’'s Aufomated Assistance in
Administrative Decision Making Better Practice Guide'?, a key question in the design
of automated decision making systems in administrative law is whether the system is
designed ‘so that the decision-maker is not fettered in the exercise of any discretion
or judgement they may have’.

2.37 The Social Security Act states that a ten per cent penalty is added to a debt if
the debt arose wholly or partly because the person had refused or failed to provide
information about their income or had knowingly or recklessly provided incorrect
information. However, it also states ‘this section does not apply if the Secretary is
satisfied that the person had a reasonable excuse for refusing or failing to provide the
information’.1%

2.38 The business rules that underpin the application of the reasonable excuse
discretion are beneficial if the person engages with the system and indicates there
were personal circumstances that impacted their ability to declare their income. This
is particularly so in the redesigned system. This means that for people who do
engage with the system, the penalty will be manually applied, if at all.

2.39 The penalty will continue to be automatically applied where the department
has sought reasonable excuse information, but none has been forthcoming from the
customer. If a debt recovery fee is applied, the person will receive a debt notification
letter which now provides them with a further opportunity to provide a reasonable
excuse and have the fee removed.

2.40 The question of whether these procedural fairness safeguards coupled with
the beneficial application of the reasonable excuse provisions are effective in
addressing the risk of fettering of the discretion can only be answered by the courts.

2.41 Our observation is that DHS’ approach cannot be fair and effective if the
department is not effective in its communication to customers about the availability,
meaning and importance of reasonable excuse, and the ways of notifying the excuse
to the department.

2.42 In the version of the OCI rolled out from 1 July 2016, DHS considered
‘reasonable excuse’ by asking ‘were there any personal factors that affected your
ability to correctly declare your income during the above period/s?’. If a person
answered ‘yes’ to this question, the penalty fee was not automatically applied by the

105 Qur office has seen a copy of the delegation in the DHS, Online Compliance Intervention
Detailed Requirements Document, p 11 of 176.

106 Australian Government, Automated Assistance in Administrative Decision-Making: Better
Practice Guide (February 2007)
http://www.ombudsman.gov.au/ data/assets/pdf file/0032/29399/Automated-Assistance-
in-Administrative-Decision-Making.pdf, accessed 31 January 2017

107 Section 1228B, Social Security Act 1991
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OCI. If the person answered ‘no’ (or if no answer was provided by the date the debt
was raised) the recovery fee was applied automatically.

2.43  In our view, the messaging in the OCI lacked clarity and the ‘personal
circumstances’ question may have been insufficient to elicit the necessary
reasonable excuse information. In some situations, a person may have answered ‘no
to the personal circumstances question in situations where a human decision maker,
able to review the person’s Centrelink record'®® ask relevant questions and consider
all the relevant circumstances of the case, may have decided the penalty fee should
not apply, or the discretion not to apply the fee should be exercised. Examples
include where:

e income was declared but was not coded into the system because of
administrative error

¢ a customer provided information about fluctuating income on their claim form,
but due to administrative error was not placed on fortnightly reporting
arrangements

e a customer did not go online or contact DHS (for example, because they
thought if the ATO figure was correct they did not need to, or because of
vulnerability)

o a customer still believed at the time they answered the question they had
declared accurately (note that the question was asked before the customer
was notified of the debt) and so did not turn their mind to the question

properly

e a customer did not understand what ‘personal circumstances’ meant, or
lacked insight into their circumstances

¢ other situations where information has been provided prior to the
intervention.%

108 Such as records of contemporaneous discussions with the department including contact
with Social Work Officers, Indigenous Customer Service Officers or other specialist
officers

109 |n its evaluation of the 2015 pilot, DHS had finalised eight of 27 cases referred to the ARO
network. In two of those cases debts were set aside due to information already coded or
previously supplied prior to the intervention: Pilot PAYG Interventions, op cit (Document
1.8).
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EXECUTIVE SUMMARY

In April 2017, the Office published a report titled Centrelink’s Automated Debt Raising and
Recovery System. The report identified a range of problems with the fairness, transparency and
usability of the online system, and that many of these issues could have been avoided by better
project management, design, user testing and support for users of the online system.

The purpose of this investigation was to seek assurance that the Department of Social Services
(DSS) and the Department of Human Services (DHS) had implemented the agreed
recommendations in the report. We also considered the extent to which implementation action
has achieved the outcomes intended by those recommendations.

Our investigation found DSS has implemented the recommendation for which it was responsible,
and DHS has made significant progress in implementing the remaining recommendations in our
report.

Greater clarity in written and online communication has made the online system and manual
handling procedures fairer, more transparent and more user friendly. New policy guidance on the
use of information gathering powers to assist customers who cannot obtain income information
themselves is now publicly available and reinforced in staff training and communication.

We are satisfied DHS has evaluated and redesigned its online and manual processes. DHS has
developed an enhanced online system known as the Check and Update Past Information (CUPI),
which was informed by input from stakeholders, user testing and complaints data. People who
were sent initiation letters prior to October 2018 will continue to use the Employment Income
Confirmation (EIC) online system, while people sent initiation letters on or after 1 October 2018
will use the CUPI online system.

DHS’ efforts to identify ways to further mitigate the risk of over recovery of debt, and a more
incremental rollout, have resulted in a decrease in the proportion of debts reduced or found not
to exist after a person contacts the department, from an average of around 16 per cent prior to
publication of our report, to around 8 per cent since publication in April 2017. This is similar to the
averages for the department’s other non EIC debt raising and recovery measures.

While DHS has made significant progress over the past 18 months, we think some further action is
required, therefore we have made four additional recommendations. These recommendations
aim to improve transparency and fairness by ensuring customers have clear information about
their debt and about the potentially adverse consequences of not providing relevant information.

DHS agreed with these further recommendations in its response to this report. DSS also indicated
it supports these recommendations. The responses from both DHS and DSS are published in the
appendices of this report.

While the scope of this report is limited to the implementation of previous recommendations, the
Office continues to separately monitor new complaints it receives about the program, and
conduct investigations where appropriate. The Office liaises regularly with DHS to identify areas
for improved administration of the program.
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Summary of implementation findings
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Further recommendations
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Part1: INTRODUCTION

Background

1.1. In April 2017 the Office published a report into the Department of Human Services (DHS)
administration of its Online Compliance Intervention (OCl), later renamed the Employment
Income Confirmation (EIC).

1.2. The report, titled Centrelink’s Automated Debt Raising and Recovery System, found
problems with the fairness, transparency and usability of the online system, and that many of
these issues could have been avoided by better project management, design, user testing and
support for users of the online system.

1.3. The report included eight recommendations which aimed to improve fairness,
transparency and usability of the online system. Recommendations focused on:
e written and online communication with customers
e  assistance for customers to gather income information in limited circumstances
e service delivery and support for vulnerable customers
e review of recovery fee decisions
e staff communication and training

e complaint information—capturing and using complaint information for continuous
improvement

e program evaluation (including how to further mitigate the risk of over-recovery of
debts) and an incremental approach to any further rollout.

1.4. DHS and the Department of Social Services (DSS), the responsible policy agency,
responded positively to the investigation and agreed to implement all recommendations.

Scope of implementation investigation

1.5. In September 2017, approximately six months after the publication of our initial report,
we commenced an investigation into the implementation of our recommendations. This current
report documents the findings and recommendations arising from our implementation
investigation.

1.6. We looked at two agencies as part of this investigation: DSS, the policy agency responsible
for implementation of recommendation 4(d) and DHS, the service delivery agency responsible for
implementation of all other recommendations.

1.7. The investigation focused on implementation from the release of the initial report in April
2017 to December 2018. This enabled a phased approach to the investigation, involving iterative
feedback to agencies and assistance to identify further action/s to satisfy recommendations.
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Methodology

Investigation

1.8. The investigation began in September 2017, when the Office sent questions and requests
for data under s 8 of the Ombudsman Act 1976 to DHS* and DSS?. In July 2018, we wrote to both
departments advising we were considering the possibility of a public implementation report.

1.9. The investigation included:

analysis of complaint data
multiple data and information requests
several ‘walk-throughs’ of new online system changes

provision of draft policy updates, customer facing materials and systems for
Ombudsman comment

user testing of Ombudsman suggestions
dedicated monthly Employment Income Confirmation (EIC) meetings with DHS

further discussion at regular liaison meetings, including Senior Executive Service (SES)
level liaison meetings with both departments, and quarterly director level debt
meetings and internal review meetings with DHS

ad hoc officer level and SES level meetings on discrete issues

review of a number of parallel individual complaint investigations.

1.10. The Office assessed implementation of each recommendation holistically using the
framework below:

1 Section 8 questions sent 29 September 2017.
2 Section 8 questions sent 5 September 2017.
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1.11. Each recommendation has been assessed as either ‘met, or ‘not met’. Where a
recommendation has not been met, but the relevant department is taking steps to action the
recommendation, we have noted work in progress.

1.12. During the investigation, DHS and DSS worked constructively with our Office, and provided
timely and detailed information.
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Part 2: |IMPLEMENTATION OF RECOMMENDATIONS

Recommendation 1—10 per cent recovery fee (DHS)

2.1. When the online system originally rolled out, a 10 per cent recovery fee was applied
automatically. However, notice of decision letters did not provide sufficient information about
why the fee had been applied, or that the fee may be removed if there were personal
circumstances that amounted to a reasonable excuse.

2.2. When we published our report in April 2017, DHS advised it was no longer applying the
fee automatically and had improved its notice of decision letters.> We were satisfied with the new
explanation about the fee and the invitation to provide information about reasonable excuse for a
compliance officer to consider.

2.3. However, we remained concerned about people who had a recovery fee automatically
applied before April 2017. We therefore recommended:

......... in certain circumstances DHS should reassess those debts already raised by the OCI
where the recovery fee was applied automatically, including, where a customer contacts DHS or a
mercantile agent to raise a concern, seek information, or seek a re-assessment in relation to an
OCI debt which includes a debt recovery fee (whether or not the debt has been repaid). DHS
should manually reassess whether the application of the recovery fee was appropriate, taking into
account the customer’s personal circumstances, including the existence of a reasonable excuse.

Review of recovery fees

2.4, DHS advised that it sent 114,653 letters to all people who had a debt raised before
26 May 20174 letting them know of the following review rights:

Recently you were told that you had been overpaid an amount and needed to repay it. If you
believe this decision is wrong you can ask for a review.

A review will also check whether any recovery fees can be removed. You can ask for a review at
any time, even if you have repaid the overpaid amount.

If you are already paying the overpaid amount back you can also ask for those payments to be
paused until the review is completed.

2.5. These letters were sent by ordinary mail or email and were not read receipted.

3 The notice of decision, which could be generated for customers from 27 May 2017, reads ‘This has resulted
in a debt of S{total debt for this assessment}. The amount owing includes a 10 per cent recovery fee because
we do not have an explanation for why the employment details were different. However, if there were
personal factors that affected your ability to correctly declare your income during the relevant periods,
please call us to discuss.’
4 Letters were sent to all customers who had a debt raised between 1 July 2016 and 26 May 2017, who had
not already had their fee reassessed or waived. DHS response received 22 November 2018.
> Correspondence by ordinary post or email is the department’s standard practice across its programs.

7
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2.6. We understand people were advised of, and were assisted to access their appeal rights,
whether their first point of contact was a mercantile agent or the department.® DHS reported that
it conducted recovery fee reassessments for everyone who contacted and asked for a formal
review.

2.7. Of the people who were sent the review rights letter, 4,857 contacted the department and
of these, 707 requested a review. For those requesting a review, a compliance officer reassessed
the person’s whole debt, including the recovery fee, as part of normal reassessment processes. A
further formal review by an Authorised Review Officer was also available.”

2.8. Importantly, there is no time limit for seeking a reassessment. A person may contact the
department at any time after a debt is raised to provide further information about income, such as
pay slips or bank statements, or to provide a reasonable excuse. This means people who engage
with the department after receiving an account payable notice (for example, because they did not
receive or ignored the initiation letter, or the review rights letter) are not disadvantaged by
engaging at a later stage.

Broader process improvements

2.9. DHS has implemented a number of broader improvements to the online system and
manual processes which have reduced the application of the recovery fee significantly. From
July 2016 to January 2017 the recovery fee was applied to approximately 71 per cent of debts,
whereas from February 2017 to October 2018 it was applied to approximately 37 per cent of
debts:?

Figure 1—Application of recovery fees

6 1f a customer became aware of their debt through a mercantile agent and asked for a reassessment, the
debt was withdrawn from the agent and further debt recovery was paused. DHS response received
22 November 2018.
7 DHS response, 15 November 2017.
8 Based on aggregate figures between July 2016 and January 2017, 136,722 reviews were completed with a
debt outcome and 97,596 recovery fees were applied. From February 2017 to October 2018, 253,394
reviews were completed with a debt outcome and 92,830 recovery fees were applied.

8
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2.11. DHS no longer applies a recovery fee where a customer engages with the department
(online or by telephone) prior to raising a debt. A beneficial inference is made, from the
customer’s willingness to engage and provide information, that they had a reasonable excuse for
any errors in their earlier reporting.’ The same approach is taken when reassessing recovery fees.

2.12.  Further, a person who does not engage following receipt of an initiation letter will not
have a debt raised, unless:

e the department has confirmation that the letter was received (by registered post or
an online read receipt)

e atleast two call attempts have been made by a compliance officer (whose role is to
explain the process and consequences of not engaging, encourage the person to take
more time to provide payslips or bank statements, and explain review rights).

2.13. Asaresult, DHS will now only apply a recovery fee if the person does not go online,
telephone the department, or respond to the department’s calls, as no evidence of any reasonable
excuse has been provided. If the person subsequently contacts the department seeking
reassessment or review, the whole debt is reassessed or reviewed, including any recovery fee.

Outcomes

2.14. We consider this recommendation has been met, as customers were provided access to
review of recovery fees. DHS wrote to every customer in the cohort and advised of their review
rights, including for the recovery fee. Customers were advised that if they sought a review, DHS
would ‘check whether any recovery fees can be removed’. DHS then reviewed recovery fees for
customers who requested a review. Additionally, DHS’ ordinary reassessment processes mean that
anyone who engages and provides information will have their whole debt reassessed, including
any recovery fee.

2.15. However, we think DHS’ approach to implementation of recommendation 1 has been
narrower than our original recommendation envisaged, in the sense that those customers affected
had to proactively ask for a review of their debt when they contacted in order for the fee to be
reassessed.

2.16. We think it would have been preferable to include more information in the review rights
letter about the reasons the recovery fee was applied, including that personal circumstances
affecting the customer’s ability to report income may be relevant to recovery fee decisions.

2.17.  We are also mindful that the 114,653 letters sent by DHS were sent by ordinary mail and
email'®, and were not read receipted. This means there may be people in this cohort who were no
longer at the address to which the letter was sent.

2.18. Therefore, we have made further recommendations about debt recovery correspondence
in Part 3 of this report to improve messaging about recovery fees.

° This inference may be overridden by a compliance officer if, for example, the person made it clear their
intention when reporting had been to defraud.
10 Use of ordinary mail and email are the department’s standard practice.

9
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Quality of debt explanation — broader applications
2.19. Inthe course of reviewing debt recovery correspondence about the 10 per cent recovery
fee, the Office has also formed the view that DHS should include a more detailed debt explanation
in debt outcome letters. This would ensure people are sent a basic debt explanation similar to the
explanation available to people who engage online, including:

e debt period

e amount reported

e amount earned

e amount of income support received

e amount of income support entitled

e amount of recovery fee (if any)

e amount owing.

2.20. Inour view, DHS should also prioritise similar improvements to its account payable notices
in its ongoing program of work to improve its correspondence.

2.21. We have therefore made further recommendations to improve the overall quality of debt
recovery correspondence in Part 3.

Recommendation 2—Initiation letters (DHS)

2.22. Theinitiation letter notifies the customer of an income discrepancy and the possibility of a
debt, and invites the customer to go online or call DHS to update their income information. In our
original investigation, we were concerned about the quality of communication in initiation letters,
resulting in the following recommendations:

The initial contact letters to customers should:

() place the compliance helpline number on the first page
(b) mention the possibility of a debt earlier
(© clearly explain the concept of averaging. In particular, letters should explain that if the

customer does not go online or if they accept the ATO data, their income will be averaged over
periods for which income has not been verified and debts based on averaged ATO income may
be less accurate, especially if the customer’s income was fluctuating or intermittent.

(d) advise people they can ask for an extension of time online or by calling the compliance
helpline number.

2.23. DHS has made a number of changes to the initiation letters, with the first page now
including the compliance helpline number, information about the possibility of a debt and about
seeking an extension of time. We are therefore satisfied that recommendations 2(a), (b) and (d)
are met.

2.24. The Office is not satisfied that recommendation 2(c) is met at this time. The aim of
recommendation 2(c) is to ensure people receive sufficient information about why it may be in
their best interests to provide income related information rather than relying on Australian
Taxation Office (ATO) information for the calculation of any debt.

10



Released under the Freedom of Information Act 1982 (Cth)

EIC initiation letters

2.25. Inour view, the initiation letter provided to customers up until September 2018 did not
clearly explain the consequences of not contacting the department. The letter included the
following statement:

Please note, if you don't confirm or update the information within 28 days, we may apply the
employment dates and income from the ATO to your record. This may result in a debt you need to
repay. For more information, go to humanservices.gov.au/compliance

2.26. This text does not explain that the ATO income will be averaged or that this may affect the
amount of any debt. The letter directs customers to DHS’ compliance webpage which states:

It is important you engage with us to confirm the dates you worked and the amount you earned. If
you don't, we'll use the information we get from the other agency to identify and calculate if we've
overpaid you.

For example, if the ATO shows you worked for a period of 5 months, we will equally divide your
income over the 5 months. This will calculate the payment you should have got.

2.27. While this text includes an explanation of averaging, in our view it does not explain the
consequences averaging may have for any debt calculation.

New initiation letters

2.28. From October 2018 DHS began a ‘soft’ rollout of its enhanced online system known as
Check and Update Your Income (CUPI). The CUPI initiation letter reads:

If you don't check and update your information, we will use the details we already have, including
the information from the ATO. This might mean you have to pay money back.

If you need help, go to humanservices.gov.au/checkpastincome or call us on 1800 061 838.
2.29. The linked webpage includes a video on demand with infographics. The transcript reads:

The third step is to check how much money you earned from each of your employers. The ATO
told us how much your employer paid you for the whole financial year.

This amount may be different to what you told us. For example, you may not have been getting
payment from us for the whole year. So for the time you weren't on payment, you didn’t need to
tell us about the money you earned.

If this is the case you'll need to tell us how much you were paid and when. If you don’t tell us, we’'ll

use income information from the ATO and average it over the period that you worked — which
could result in a debt. Your payslips will help you tell us when you earned your money.

11
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2.30. The webpage also includes a warning:
Don'tignore your letter

It's important you check and update the dates you worked, as well as the amount you earned. If
you don't confirm or update your information we'll use the amount the ATO gave you. We'll divide
this by the number of fortnights you told us you worked. This will give us an average of your
earnings for this time.

This could mean you'll have to pay money back.

2.31. We acknowledge DHS’ ongoing efforts to produce clear information. We understand the
department has engaged a language and literacy expert to assist with the language in the letters
and has user tested a range of new wording.

2.32. However, in our view, the initiation letter messaging (including linked webpage
messaging) still does not adequately convey the consequence of using averaged ATO information,
rather than providing payslip or bank statement information.

A way forward

2.33. We appreciate averaging is a complicated concept, particularly in the context of social
security law debt calculation, and we understand DHS’ concerns about the risk of confusing or
scaring people with too much technical information.

2.34. Nevertheless, for the system to be sufficiently transparent and robust in its procedural
fairness, the initiation letter needs to clearly inform people of the consequences of relying on
averaged income information.

2.35. The inclusion of averaging text in initiation letters has been the subject of close
engagement between our Office and DHS. Since November 2017, the department has user tested
different averaging wording on several occasions. It has also user tested averaging wording in a
separate flyer for inclusion with initiation letters.

2.36. The Office accepts that a fuller explanation of averaging and its consequences may be
more suited to a flyer or website content. If so, as matter of procedural fairness, the material on
the flyer should be referenced clearly in the letter. Online letters should include links and hard
copy letters should enclose the flyer.

2.37. On 28 September 2018, DHS advised it was user testing the following wording for
inclusion in the initiation letter:

If you don’t check and update your information, we will use the details we already have, including
the information from the ATO. Using ATO income information might mean you pay back more
money than you need to. For more information, see the flyer included with this letter or go to the
below website.

12
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2.38. The flyer content user-tested by DHS clearly explains why it is in the person’s best interest
to provide the department with better employment information, including employer names, dates
worked, and fortnightly income from pay slips and bank statements. At the suggestion of our

Office, it also includes a worked example demonstrating the consequences of averaging as follows:

Option 1 - We average the ATO information

The ATO tells us Susan earned $3300 over 3 fortnights while she was getting Newstart
Allowance. We use an average of this for every fortnight.

Fortnight 1 $1100
Fortnight 2 $1100
Fortnight 3 $1100

Susan needs to pay back $1015.
Option 2 - Susan gives us more information

If Susan tell us the amounts she earned each fortnight, we will use those exact figures. She may
not need to pay back as much.

Fortnight 1 $2000
Fortnight 2 $800
Fortnight 3 $500

Susan needs to pay back $995.

2.39. Inour view, this new initiation letter paragraph and flyer content would satisfy
recommendation 2(c). On 29 November 2018, DHS provided the Office with a copy of the user
testing report. We will continue to work closely with the department on the content of initiation
letters, including information in flyers or other linked material.

Comment on post-initiation correspondence

2.40. We have observed in our complaints work that people who no longer receive Centrelink
payments may dismiss an initiation letter without reading it or giving it due regard. On the other
hand, they may be more likely to read and consider an account payable notice, for example, as the
seriousness of the correspondence is readily evident. We are also mindful that over 1,000,000
initiation letters have been issued to date.

2.41. We have therefore made further recommendations in Part 3 of this report that DHS
introduce messaging about the consequences of averaging ATO information into its post-initiation
correspondence, such as account payable notices and debt outcome letters.

2.42. This would ensure the department provides information about consequences and debt
reassessment options to customers with outstanding debts who did not receive or read their
initiation letter, or did not understand why it was in their best interests to respond to the initiation
letter.

13
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Recommendation 3—Online messaging (DHS)

2.43. Recommendation 3 was principally concerned with ensuring the online system included
clear messaging about the process of averaging and its consequences for debt calculation,
particularly where a person only worked for part of the period, or their income varied from pay
day to pay day. The Office recommended:

DHS should include a message within the OCI system to clarify that if the customer does not enter
their income information, their ATO income will be averaged evenly across the relevant period and
this may result in a debt. The message should advise that debts based on averaged ATO income
may be less accurate than debts based on actual income, especially if the customer’s income was
fluctuating or intermittent.

2.44. The Office acknowledges DHS’ efforts to improve messaging in its online systems for
investigating income discrepancies, and its ongoing engagement with our Office on this issue. DHS’
efforts to improve its online systems have resulted in three distinct systems as shown in Figure 2.

Figure 2—O0Online systems - Chronology

2.45. DHS now has two online systems for investigating income discrepancies running
concurrently, the EIC online system and the CUPI online system, which went live in October 2018.

2.46. People who were sent initiation letters under the EIC are required to continue to use the
EIC, while people who were sent initiation letters under the CUPI are directed to the CUPI online
system. DHS has advised that it is not feasible to transfer people initiated under the EIC system to
CUPI due to technology and operational constraints.
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2.47. In the EIC online system, if a person indicates ‘no’ to providing payslips or bank
statements, they see the message pictured below:

2.48. Whereas in the CUPI online system, if a person indicates ‘no’ to providing payslips or bank
statements, they see a more comprehensive message, which explains both the averaging process
and that the result may be different to the amount on the persons payslips or bank statements:

2.49. Asthe above image shows, the customer is then asked if they want DHS to use the
information it already has. If the person selects ‘no’, they are told to ring the compliance line. They
are also invited to ‘ask for more time’.
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2.50. Ifthe person selects ‘yes’, they see the below pop up message:

2.,51. We understand that traditional views about communication have evolved, particularly
with advances in the application of behavioural insights, and that visual prompts and other tools
may be more effective at communicating warnings than simple text. We therefore appreciate that
pop up screens, asking people if they are sure they want to proceed without pay slips or bank
statements, may be more effective than standard written warnings.

2.52. Inany case, we are satisfied that DHS has now developed clear, simple text warnings and
information in CUPI screens. We are satisfied recommendation 3 is met in the CUPI system, by
the combination of:

an explanation of averaging

an explanation that the averaging result may be different to the payslip or bank
statement amount

advice to contact DHS if hours or work or pay were changing
advice to contact DHS if employer names don’t match

an explanation of consequences of not providing the requested information (paying
back more than you need to)

the inclusion of ‘are you sure’ type pop up warnings.

2.53. We are not satisfied the messaging in the current EIC system meets recommendation 3.
However, DHS advises these changes could not be implemented in less than 3-4 months, by which
time there will be no customers using the EIC to complete their reviews end to end online.’

11 DHS advises that initiations in the EIC system ceased in mid-September 2018, and between late
October 2018 and late November 2018, less than 40 customers completed their reviews online end to end
(i.e. without staff assistance). DHS expects this figure to be zero by March 2019.
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Recommendation 4—Obtaining employment income evidence (DHS and
DSS)

2.54. Recommendation 4 concerned DHS' role in gathering income information. The full
recommendation is at Appendix A.

2.55. Recommendations 4(a) and (b) addressed situations where we believed DHS should use its
information gathering powers under s 192 of the Social Security (Administration) Act 1999 to assist
people to obtain employment income information.

2.56. Inresponse to our recommendation, DHS developed a new internal guideline for staff
covering situations where s 192 powers should be used. A copy of the guideline, titled ‘Unable to
access payslips or bank statements’, has been in place since 3 May 2017 and was provided to the
Office in response to our investigation. The Office made further suggestions to improve the
visibility of the guideline among compliance staff, such as including links from other internal
guidelines and including the information in core compliance training. DHS provided a copy of
amended guidelines and training materials to the Office. We also sought data regarding the use of
s 192 and confirmed the department has used its information gathering powers in the EIC context
approximately 570 times since April 2017.12

2.57. Recommendation 4(c) aimed to ensure that, where a person advised they had stopped
working for a particular employer, DHS would consult its historical records for contemporaneous
information the person or their employer may have provided at the time. DHS advised it piloted,
then rolled out, a process for staff to investigate the department’s own records for previously
verified information. This process is included in the Operational Blueprint guidelines provided to
the Office.

2.58. Recommendation 4(d) was intended to ensure DSS provided publicly available guidelines
on the use of s 192 for EIC investigations in its Guide to Social Security Law. In early November
2018, DSS published clear guidance on the use of s 192 in the Guide (Appendix B).:

2.59. The Office is satisfied the DHS and DSS guidelines give clear information to staff to assist
people to obtain income information in a limited range of circumstances, including where the cost
of obtaining bank statements may place the person in financial hardship, the person has been
unable to obtain information themselves despite genuine and reasonable attempts, or it would be
unreasonable to expect the person to obtain the information.

2.60. The Office is satisfied recommendations 4(a), (b), (c) and (d) have been met.

Recommendation 5—Communication with customers and staff (DHS)

2.61. Recommendation 5 concerned the quality of DHS’ communication to customers and staff.
The full text of recommendation 5 can be found at Appendix A.

12 DHS response provided 20 December 2018.
13 Department of Social Services Guide to Social Security Law at 6.3.9 http://guides.dss.gov.au/guide-social-

security-law/6/3/9 accessed 8 November 2018.
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2.63. Recommendation 5(a) said the 1800 compliance helpline number should continue to be
adequately resourced. In September 2017 DHS put on 500 extra non-ongoing staff to help with
compliance work, and a further 1,000 staff were engaged in early 2018. Wait times on the
compliance helpline between July and November 2018 were approximately 50 seconds.*

2.64. Recommendation 5(b) said DHS should produce comprehensive publicly available
information for customers on how to use the online system. The department’s website was
updated to include more information about use of ATO income and, since 12 August 2017, links to
both written and video information. The website contains comprehensive information on how to
use the online system, the helpline number, and information on how to obtain evidence of
employment income.

2.65. Recommendation 5(c) sought to improve processes for transferring customers who
contacted DHS, from call centres to the compliance helpline. The department’s internal guidelines
and intranet include instructions to warm transfer® callers to compliance staff. We no longer
receive complaints about accessing the compliance line.

2.66. Recommendation 5(d) concerned staff training. DHS has developed and delivered training
to staff including Video On Demand, e-learning and facilitated learning packages—copies of which
were provided to our Office in September 2017. During our investigation, DHS acted on our
suggestions to improve the visibility of its guidelines on the use of s 192 information gathering
powers, titled ‘Unable to access payslips or bank statements’, in its online guidance and training
packages.®

2.67. Recommendation 5(e) sought to ensure DHS had robust processes to capture and record
complaint and internal review information, for continuous improvement purposes. In October
2016, prior to the commencement of our original investigation, DHS added an EIC complaints
marker to its complaints monitoring system to allow for separate reporting and management of
EIC complaints. The department has also created the position of Chief Citizen Officer to capture
the citizen perspective and introduced a formal continuous improvement process, including a
monthly OCI feedback report.

2.68. The Office is satisfied recommendations 5(a) to 5(e) have been met.

Recommendation 6—Customers receiving staff assisted interventions (DHS)
2.69. The Office recommended that the cohort of people considered vulnerable, and eligible for
staff assisted interventions be expanded to include:

e current and former customers with a payment nominee who is either court appointed

or an organisation

e customers with a current ‘homelessness flag’ on their record, who are not already
captured under the Vulnerability Indicators.

14 Response received 20 December 2018.
15 Staff are advised ‘When a customer contacts via their traditional channel, such as through a Smart Centre,
these calls will be warm transferred to Compliance Officers, where they will accept the call and assist the
customer ....." DHS response 16 November 2017.
16 Response received 6 September 2018. DHS provided copies of its amended guidelines and training
packages.
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2.70. DHS updated its case selection filters, and files containing these filters, effective from
3 July 2017. A copy of these filters was provided to our Office in response to our investigation. We
are satisfied recommendations 6(a) and 6(b) are met.

Recommendation 7—Assistance to vulnerable customers (DHS)

2.71. Werecommended the department provide additional assistance and support to
vulnerable people to engage with the income confirmation process. In particular, we
recommended making outbound calls to vulnerable customers, and consultation with relevant
stakeholders.

2.72.  Vulnerable customers may be at greater risk of not responding to the initiation letters, for
example because they did not understand the correspondence, or have barriers making it difficult
to respond. DHS has maintained an outbound call strategy since the publication of our report. A
trial is further evaluating the impact on vulnerable customers. Currently, when customers have
not made contact, staff are required to make two genuine telephone contact attempts on all
available numbers prior to raising any debt.?’

2.73. Vulnerable customers may also be at greater risk of being unable to obtain relevant
information. The guidelines developed by DHS and DSS for using information gathering powers to
assist where a customer is unable to obtain income information or would suffer financial hardship
in obtaining that information, represent important progress in servicing vulnerable customers.

2.74. InJuly 2017 DHS invited 36 relevant organisations to engage with the department, on a
regular basis, to input on the design of its online compliance activities.!® DHS advises it has met
with a number of welfare groups on the issue, including the National Social Security Rights
Network and Australian Council of Social Services, and says it will continue to do so.

2.75. The Office is satisfied recommendations 7(a) and 7(b) are met.

Recommendation 8—Future implementation (DHS)

2.76.  We recommended that before further expansion DHS should undertake a comprehensive
evaluation of the program. We also recommended DHS give further consideration to how it can
further mitigate the risk of possible over-recovery of debts.

Evaluation

2.77. In February 2017, DHS engaged Price Waterhouse Coopers (PwC) to review the online
system processes and implementation strategy and provide a revised implementation strategy.
PwC staff were positioned within the department on a contractual basis, working alongside DHS
staff, to iteratively review the online system and identify areas for improvement. In addition, the
department undertook research into users, including behaviours and motivators, and user tested
system improvements.

17 Operational Blueprint reference 2110-13090010 Table 11, Step 13 accessed 13 November 2018
https://operational.humanservices.gov.au/authenticated/Pages/compliance-and-reviews/110-13090010-
03.html

18 Response received 16 November 2018.
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2.79. The iterative nature of this review process means there is no point-in-time formal or final
evaluation report. Nevertheless we are satisfied, from our close engagement with the department,
that DHS has evaluated the service and used the findings to implement significant improvements
to the overall system, including the CUPI online system.

Steps to mitigate the risk over recovery of debts

2.80. Many of the recommendations discussed in Part 2 of this report aimed to mitigate the risk
of over recovery of debts by ensuring fairness, transparency and accessibility in the processes by
which a customer is:

e notified of the income discrepancy

e invited to provide information

e advised of the consequences of not doing so
e  assisted to obtain information if needed

e supported to complete the online process.

However, in addition to the steps in recommendations 1-7, recommendation 8(b) required DHS to
give further thought to what steps it could take to further mitigate the risks of over-recovery of
debts in the EIC system.

Further steps —improved case selection and filtering

719 ;¢

2.81. DHS has analysed data, including from ‘inflight’*” interventions, and has used these

findings to introduce a series of improvements including:

e  Better case selection—DHS identifies and filters out more of the complex cases likely
to involve manual-handling (for example, 51,000 interventions where the customer
had several different kinds of income, not only PAYG income) pending future system
releases capable of assessing the additional income types.

e A new online filter—ensures that where a discrepancy is resolved by fixing employer
name or dates worked, the person is not required to unnecessarily work through the
rest of the CUPI online system. By mid-December 2018, the CUPI online system had
filtered out approximately 500 customers.?°

2.82. DHS’ new assessment tool means it is now able to predict?! which interventions are likely
to result in an outcome of either zero debt or low value debt that the department would not seek
to recover, prior to initiating a compliance review. Where this is the case, DHS can finalise the
intervention without engaging with the customer, as no further compliance review is required and

9 Inflight interventions are interventions that are ‘live’ i.e. interventions that are in progress and not yet
finalised.
20 |n a response received 20 December 2018, DHS advised that the online filter, which applies to CUPI only,
had filtered out approximately 500 people. DHS expects this number to increase in 2019 as the number of
initiations under the CUPI system increases.
21 |n early 2018, a trial of the new assessment tool, the Upfront Provisional Assessment Tool, was
undertaken. Using a sample size of 2,155, DHS compared the estimated debt amount produced by the
assessment tool with the actual outcome of the compliance intervention. The assessment tool accurately
predicted 93 per cent of income discrepancies that resulted in no debt for the customer.
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the result is that no debt is to be recovered.?? A timeline of key improvements to case selection
and filtering is outlined below in Figure 3.

Figure 3—Key improvements to case selection filters

2.83. We also recommended further rollout of the OCl should be done incrementally. DHS has
provided data on the number of interventions being rolled out, which demonstrate an incremental
approach. Rollout to any new groups (for example, the CUPI cohort) have been preceded by trials
and user-testing. Since October 2018, the CUPI has gone live with a ‘soft’ incremental rollout.

Data analysis—decrease in debts being subsequently reduced

2.84. In September 2018 the Office sought data from DHS about intervention outcomes. In its
response, DHS provided monthly outcomes data for the period from commencement of the
program on 1 July 2016 to August 2018.

2.85. This dataset contained point in time figures, including numbers of initiations and debts
raised, reduced and zeroed. In any given month, the debts reduced may have been initiated or
raised in earlier months.?® This means volumes of initiations and debt raising activities in earlier
months may have a flow on effect for the percentage of debts raised or reduced in later months.
For this reason, it is preferable to analyse the data using aggregate figures over longer time
periods.

22 Between July 2018, when the new assessment tool was introduced, and December 2018 there had been
approximately 67,000 cases finalised without a debt being raised and without needing to contact the
customer. Response received 20 December 2018.
2 This is because there is no time limit for reassessments. A person can have their debt reassessed at any
time, even months or years later.
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2.86. With that caveat, comparative analysis of the data for the periods before publication of
our report (1 July 2016 to 30 April 2017) and following publication of our report (1 May 2017 to
30 August 2018) shows:

e adecrease in the proportion of initiations resulting in a ‘no debt’ outcome?* following
contact with the customer from an average of 17 per cent to an average of
12 per cent?®

e adecrease in the proportion of debts being reduced (including to zero)?® from an
average of 16 per cent prior to 8 per cent.?”’

2.87. These figures are broadly in line with the figures DHS has provided for the proportion of
debts reduced (including to zero) across non-EIC compliance measures, including AUSTRAC

(3 per cent), Student Obligations (10 per cent), Enforcing Welfare Recipient Obligations

(4 per cent) and business-as-usual compliance (6 per cent).

2.88. While there has been a decrease in the proportion of debts being reduced (including to
zero), there has been an increase in the total number of these debts, particularly since February
2018, when the department began contacting the people who it confirmed had received their
initiation letter, but not responded, or had not completed the EIC process. This cohort is referred
to as the ‘due date processing pool’ (Figure 4). The total number of debts may continue to
increase over the next 12 months, as DHS works through its pool of people who did not contact
the department after receiving their initiation letters.?

24 |n this context, a ‘no debt outcome’ means no debt is raised.

25 Figures provided in response to questions sent September 2018: For the period 1 July 2016 to

30 April 2017, there were 225,588 initiations and 38,760 assessments completed without a debt being
raised. For the period 1 May 2017 to 31 August 2018, these figures were 673,524 and 79,844 respectively.
%6 |n this context, a debt has been raised but is subsequently reduced to a lower amount or reduced to zero.
27 For the period July 2016 to April 2017, 139,613 debts were raised and 22,666 debts were reduced
(including to zero), compared with 211,347 debts raised and 16,448 reduced (including to zero) for the
period May 2017 to August 2018. The monthly figure for debts reduced to zero has steadily reduced from a
peak of 18 per cent in July 2017 to 11 per cent in August 2018.

28 Until early 2018, the department focussed on actioning interventions where the customer contacted the
department, as part of a phased, incremental approach. From February 2018 the department began
contacting the due date processing pool. If the department is unable to contact customers in this cohort, it
may raise debts using ATO information. These debts can be reassessed and may be reduced if the customer
subsequently opts to provide new information.
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Figure 4—Number of debts reduced (including to zero)?’

2.89. Itis animportant feature of the system that a person is able to provide information for
reassessment even after a debt is raised. This means it is likely there will always be some debts
reduced after a person contacts, because those customers are exercising their option to provide
better information to support a reassessment. There may also be cases where new information
provided by the customer results in DHS increasing the debt. This is an indicator that the
reassessment process, an important procedural fairness and system safeguard, is functioning as it
should.

2.90. The further recommendations in this report also support the reassessment process, as
they are designed to improve customer awareness of the importance of providing information,
consequences of not contacting DHS, and reassessment options available to them.

2.91. We are satisfied recommendations 8(a) and 8(b) are met. DHS has evaluated the online
system and income confirmation process, identified ways to mitigate the risk of over recovery of
debts, and taken an incremental approach to further rollout.

2 ‘Increased DHS compliance activity’ refers to the period, from May 2018, when DHS scaled up processing
of interventions in its ‘due date processing pool’ (see footnote 28).
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Part 3: COMPLAINTS DATA

3.1. The Office records EIC complaints as ‘automated data matching’ complaints. The trend in
automated data matching complaints reflects both an overall decrease in complaints due to
improvements to the system after February 2017; and a more recent increase in complaints in line
with increased DHS compliance activity, as shown in Figure 5 below.

3.2 Debt data-matching complaints have fallen from a peak of 459 in January 2017 to 80 in
December 2018.

3.3. In early 2018, DHS began following up people who received the initiation letter, but did
not respond, or did not complete the process. DHS makes several attempts to contact people by
telephone before raising any debt. DHS began processing this pool of people slowly from
February 2018, then scaled up to 8000 a week from May 2018. This increased activity resulted in a
corresponding increase in automated data matching complaints to the Office, which peaked in
October 2018, with 126 complaints.

Figure 5—Complaints about data matching 2017-18
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Qualitative analysis

3.4. A qualitative analysis of a sample® of automated data matching complaints for the period
July 2018 to December 2018 showed:

e most complaints did not raise new systemic issues, or raised issues that were not specific
to the EIC (for example, complaints about timeframes for review by Authorised Review
Officers)

e most complaints were referred back to DHS in the first instance, to access DHS review and
complaints mechanisms, with an invitation to return to the Office if still unsatisfied with
DHS’ response.

3.5. While individual complaint investigations found instances where procedures had not been
followed, these were attributable to human error rather than EIC systemic issues. Where the
Office considers an example of human error may reflect a wider issue, for example with staff
training or clarity of operational guidelines, we will continue to make formal comment and
suggestions to DHS to improve administration.

3.6. In the case study below, DHS responded to one such issue by taking steps to provide
feedback to staff and improve its training and guidance to staff.

Case study

Mr A received a letter asking him to verify his employment income. His carer contacted DHS to
explain that Mr A has a disability and has never worked. However, another family member, who
does work, lived at the same address and has never received Centrelink payments. The
compliance officer advised Mr A’s carer that Mr A should contact the other family member’s
employer for documentation to confirm the income was not earned by Mr A. His carer lodged a
complaint with Centrelink, but Mr A continued to receive reminder letters asking him to confirm
his income.

In response to our investigation, DHS confirmed that its compliance officers did not follow
procedural guidelines for referring suspected anomalies for investigation (which will stop further
correspondence including reminder letters) and meant Mr A did not need to supply employer
information in the circumstances. DHS provided feedback to the staff involved in Mr A’s review,
including the line manager. DHS also updated the relevant internal guideline and sent
communications to staff to remind them of the correct process. DHS also made improvements to
its training package on the circumstances where contact with employers on the customer’s behalf
should be used.

3.7. We have also seen complaints that raise broader issues which are not confined to the EIC
(for example, complaints about a misunderstanding between the department and customer about
whether a review is on foot, which in the EIC context, can affect whether debt recovery is paused).
We will continue to work with the department on broader service delivery issues in our regular
engagement about review and complaints handling processes.

30 For the period October to December 2018, the sample comprised 50 per cent of Category 2 complaints
and 100 per cent of Category 3 and above. For the period July to September 2018 the sample comprised 20
per cent of Category 2 complaints and 100 per cent of Category 3 and above.
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3.8. Other complaint investigations have demonstrated DHS’ compliance with relevant
procedures, as in the following case study:

Case Study

Mr B was sent an initiation letter by email in May 2017, for which the department received a ‘read
receipt’. Mr B did not recall receiving the letter.

DHS sent Mr B two reminder letters in May 2017 and October 2017. In April 2018 a compliance
officer rang Mr B and spoke to him about the debt, encouraged him to get bank statements and
offered an extension of time. Mr B declined and chose to accept the ATO information instead. He
was advised of the amount of the debt to be raised, and of his review rights.

The department’s debt recovery officers attempted unsuccessfully to call Mr B twice in May 2018.
Later in May 2018, after Mr B had received his debt notice, he spoke with DHS saying he disagreed
with the debt and wanted to provide bank statements. He uploaded some of his bank statements
the same day and the rest two weeks later. His debt was reassessed by the department and no
recovery fee was applied.

3.0. Overall, DHS' steps to implement the recommendations from our April 2017 report has
resulted in a reduction in complaints, and we are satisfied fairer processes are in place. While the
Office is seeing some increase in complaint volumes more recently, the increase appears to be a
direct result of increased DHS compliance activity, rather than significant new systemic issues.
Nevertheless, the Office will continue to conduct individual complaint investigations where
appropriate, and make suggestions to the department to improve its administration where a
systemic remedy is identified.
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Part 4: CONCLUSION AND FURTHER RECOMMENDATIONS

Conclusion

4.1. DHS has made significant progress in implementing recommendations from our report
Centrelink’s Automated Debt Raising and Recovery System.

4.2. The income confirmation process, including online and manual interventions, is now fairer
and more transparent. Greater clarity in written and online communication mean the process is
now more robust in its procedural fairness and usability. Improved policy guidance, staff training
and communication mean that staff are authorised and trained to use information gathering
powers to assist people who would be unfairly disadvantaged by their own inability to obtain
income information. Better internal communication, and enhancements to the service offer (for
example, making outbound calls prior to raising debts and promoting direct access to a well-
staffed dedicated hotline) have improved accessibility to compliance officers and bolstered the
fairness of the process.

4.3. DHS has put in place processes to capture complaint information which is analysed and
used to identify further improvements to the online system and manual-handling procedures. DHS
is engaging regularly with external stakeholders to obtain feedback, including with our Office, and
has evaluated and redesigned its online and manual processes. Its efforts to further mitigate the
risk of over recovery of debt appear to have resulted in a decrease in the proportion of debts
reduced or found not to exist after a person contacts the department from an average of around
16 per cent prior to publication of our report, to around 8 per cent since publication. This is
broadly in line with the figures DHS has provided for its other non EIC debt raising and recovery
measures.

4.4, The Office is satisfied recommendations 4, 5, 6, 7 and 8 have been implemented. In
relation to recommendation 1, we are satisfied the recommendation has been implemented, but
think further improvements should be made to letters to ensure customers receive better
information about debt recovery fees and the information used to calculate their debt. In relation
to recommendation 2, we are satisfied parts a, b and d have been implemented, but think part c is
a work in progress. We are satisfied recommendation 3 has been met in the CUPI system, but are
not satisfied it has been met in the EIC system. However, as there will be no customers using the
EIC system without staff assistance by March 2019, the value in implementing recommendation
3in the EIC online system is minimal.

4.5, The Office will continue to monitor any new complaints it receives about the program,
conducting investigations where appropriate and regularly liaising with DHS to further improve
administration of the program.

4.6. Our recommendations for further action are set out below.
10 per cent recovery fee
4.7. DHS has met recommendation 1 in respect of the 10 per cent recovery fee, by improving

messaging in letters and sending 114,653 letters explaining recovery fee review rights to people
who had already incurred a recovery fee. However, we are mindful that 114,653 letters were sent
by ordinary mail and email, so were not read receipted and may not have been received if
customers were no longer at the last known address held in DHS records.
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4.8. For people who were sent debt notices prior to 27 May 2017, we recommend DHS include
messaging in its debt recovery communication similar to the messaging included in improved
notice of decision letters sent since 27 May 2017.

Further Recommendation 1 (Recovery Fees)

For customers who incurred a recovery fee prior to 27 May 2017, DHS should explain in
compliance debt recovery correspondence, such as account payable notices and debt outcome
letters:

- why a recovery fee was applied

- options for people to advise of personal circumstances affecting their ability to declare income.

Debt explanation

4.9, The Office considers DHS should provide a more detailed explanation of debt outcomes to
customers in all compliance debt letters.

Further Recommendation 2 (Debt explanation)

DHS should provide an improved debt explanation in all compliance debt outcome letters within
the next 12 months, irrespective of whether the customer completed the review online or through
the assistance of a compliance officer.

Initiation letters

4.10. Despite DHS’ efforts to improve the quality of information in these letters, as at
November2018, the messaging (including linked online messaging) does not adequately explain
the consequence of not contacting Centrelink and choosing to rely on averaged ATO information.

4.11. We are satisfied that DHS is on track to implement this recommendation for initiation
letters in the CUPI system, based on the messaging that was user tested. However, as
implementation is not finalised, we have made the following further recommendation.

Further recommendation 3 (CUPI initiation letters)

DHS should take steps to ensure that Check and Update Past Income (CUPI) initiation letters warn
customers that if they do not check and update past information, DHS may use Australian Taxation
Office (ATO) data to calculate any debt, which may mean they have to pay back more than they
need to. It should explain, either in the letter itself or in linked or enclosed materials, such as a
flyer, how averaging of ATO income works and the consequences this may have for any debt
calculation.

Earlier initiations

We are mindful that more than 1,000,000 EIC initiation letters, which do not satisfy the original
recommendation 3, have been sent to customers. There may be people in this cohort who did not
go online or contact the department because they did not understand the consequences of not
doing so. However, if made aware of the consequences, these customers may commence
engagement with the department at any time, as there is no time limit for reassessments if new
information is provided.
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4.12. We therefore recommend the department provide information about the consequences
of averaging in the next key contact point in the process—debt recovery correspondence.

Further recommendation 4 (Additional messaging)

DHS should include clear information in compliance debt recovery correspondence, such as
account payable notices and debt outcome letters, about the consequences of using ATO
information and options available to customers.

29




Released under the Freedom of Information Act 1982 (Cth)

APPENDIX A—RECOMMENDATIONS FROM APRIL 2017 REPORT

Recommendation 1-Ten per cent recovery fee

We recommend that in certain circumstances DHS should reassess those debts already raised by
the OCI where the recovery fee was applied automatically, including, where a customer contacts
DHS or a mercantile agent to raise a concern, seek information, or seek a re-assessment in relation
to an OCI debt which includes a debt recovery fee (whether or not the debt has been repaid). DHS
should manually reassess whether the application of the recovery fee was appropriate, taking into
account the customer’s personal circumstances, including the existence of a reasonable excuse.

Recommendation 2—Initial contact letters

The initial contact letters to customers should:

(a) place the compliance helpline number on the first page
(b) mention the possibility of a debt earlier
(c) clearly explain the concept of averaging. In particular, letters should explain that if the

customer does not go online or if they accept the ATO data, their income will be averaged
over periods for which income has not been verified and debts based on averaged ATO
income may be less accurate, especially if the customer’s income was fluctuating or
intermittent.

(d) advise people they can ask for an extension of time online or by calling the compliance
helpline number.

Recommendation 3—Messaging within the OCI

DHS should include a message within the OCI system to clarify that if the customer does not enter
their income information, their ATO income will be averaged evenly across the relevant period
and this may result in a debt. The message should advise that debts based on averaged ATO
income may be less accurate than debts based on actual income, especially if the customer’s
income was fluctuating or intermittent.

Recommendation 4—0btaining employment income evidence

(a) DHS should take into account the potential cost to some customers of obtaining bank
statements. Where this cost would cause financial hardship to the person, DHS should use
its powers to request the evidence directly from the financial institution.

(b) Where a person contacts DHS for assistance in relation to the OCI, DHS should use its
information gathering powers to assist the person to obtain income information from a
third party, such as a former employer or bank, if:

e despite genuine and reasonable attempts to do so, the person has been unable to
obtain income information, or

e it would be unreasonable, in the circumstances of their case, to expect them to
obtain such information.

(c) Where customers advise they had stopped working for a particular employer, DHS should
consult its own records to confirm if that information had previously been verified with
the employer and/or if the customer had notified DHS at the time.
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(d) The Department of Social Services should include clear guidelines about the process for
obtaining employment income evidence in the Guide to Social Security Law.

Recommendation 5—Communication to customers and staff

DHS should:
(a) ensure its 1800 compliance helpline number continues to be adequately resourced
(b) produce comprehensive publicly available information for customers on how to use the

OCI system, which includes the compliance helpline telephone number and how to obtain
relevant employment income evidence. This information may include video on demand
(VOD) resources and fact sheets

(c) modify the standard message in customer records to refer them to their online account, to
reflect that customers can be referred for assistance if required

(d) continue to provide comprehensive training as required to specialist compliance staff and
regular messaging to all service delivery staff on the OCl system, in particular, ensuring
customers are directed to, and assisted by, the specialist compliance staff

(e) systematically capture and record information obtained from complaints and internal
reviews and use this information to continuously improve the OCl system from the
customer’s perspective.

Recommendation 6—Expansion of customers who are offered a staff
assisted intervention

Before the OCI system is rolled out further, the following groups should be included in the current
vulnerable (staff assisted) cohort for OCI purposes:

a) current and former customers with a payment nominee who is either court appointed or
an organisation

b) customers with a current homelessness flag on their record who are not already captured
under the Vulnerability Indicators.

Recommendation 7—Assistance to vulnerable customers

DHS should provide additional assistance and support to vulnerable people to
engage with the OCl system. In particular:

(a) DHS should consider making outbound calls to vulnerable customers where they do not
respond to the initial or reminder letters, to explain what is required and start the staff
assisted service offer

(b) DHS should consult with relevant stakeholders about the difficulties vulnerable groups
may face when engaging with the OCI.

Recommendation 8 —Future implementation of the OCI

Before further expansion of the OCI, DHS should:

(a) undertake a comprehensive evaluation of the OCl in its current form
(b) give further consideration as to how to mitigate the risk of possible over-recovery of
debts.

Further rollout of the OCI should be done incrementally.
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APPENDIX B—DSS POLICY ON USE OF S 192

Social Security Guide

Version 1.250 released 5 November 2018

6.3.9 Confirming Employment Income

Summary

As a part of a regular compliance program, DHS undertakes activities to identify incorrect
payments, adjust payments or recover money owed where required.

As part of this process DHS matches data with the ATO and other government agencies.

Letters may be sent to a recipient (former or current) where a potential discrepancy is identified
between the income details provided by the ATO and the details the recipient reported to DHS.

The recipient may be required to check, and confirm or update, the employment information. This
may include employer details, dates worked and income for each fortnight.

The DHS website provides detailed information regarding confirming or updating employment
details. A phone number is also provided for those who require help.

Employment income evidence

Any employment income that a recipient and/or their partner earn may affect the rate of
payment.

The recipient may be required to obtain and provide DHS with further documentation to confirm
or update any employment details, such as:

e payslips,

e employer reports,

e separation certificates,

e group certificate or payment summary,

e bank statements for the account or accounts the employer pays the income into - noting
bank statements can be accessed through the financial institution for up to 7 years.

In circumstances where income is identified and it is considered not to be employment income,
such as income protection payments or compensation, the recipient may be required to obtain
and provide DHS with further documentation to confirm or update the details. This may include:

e acopy of compensation claim,
e astatement from payer regarding income protection payments,
e astatement from each superannuation policy.

DHS may consider requests from the recipient for additional time and/or the provision of
alternative documentation, to provide the required income information.
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Where a recipient advises DHS that they cannot obtain the required information due to
exceptional circumstances, DHS should make an assessment as to whether to use the information
gathering power under SS (Admin)Act section 192 to obtain the required information directly from
third parties, such as banks, financial institutions and employers.

When assessing whether exceptional circumstances exist, DHS should review each case on its own
merits, taking the following factors into consideration:

Whether the recipient has made genuine and reasonable attempts to obtain the required
information. For example, the recipient has been unable to obtain the required information
because the third party no longer operates, has been uncontactable, or is being uncooperative.

Whether the cost of obtaining the required information themselves would cause financial
hardship to the recipient.

The nature of the relationship between the recipient and the employer. For example, there was a
conflict or breakdown in the employer-employee relationship.

Whether it would be unreasonable to expect the recipient to obtain the information themselves
given the nature of their particular vulnerabilities. Vulnerabilities to be considered include, but are
not limited to:

e disability orillness,

e homelessness (or risk of),

e personal crisis, for example, bereavement, recent trauma, family or domestic violence or
other issues causing severe emotional distress,

e language and/or literacy issues,

e geographically or socially isolated, for example remote Indigenous.

Other special circumstances considered unusual or exceptional. For example, records were
destroyed in a fire, or where the person says they did not work for that employer (e.g. mistaken
identity).

Act reference: SS(Admin)Act section 79 Rate reduction determination, section 80 Cancellation or

suspension determination, section 192 General power to obtain information Policy reference: SS
Guide 1.1.E.102 Employment income.
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APPENDIX C — DHS RESPONSE
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APPENDIX D — DSS RESPONSE
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DOCUMENT 49

Friday 03 March 2023 17:39 - Sydney, NSW

Itinerary for
ANDERSON/IAIN MR

Contact Details and Amendments

Booking Number: B85672

PNR Reference: 6KIK74

Consultant: CTM Travel Consultant

Booked By:

Departure Date: 08 Mar 23

Debtor: Office of the Commonwealth Ombudsman
Department: 9754-0CO 101 EXECUTIVE

09 Mar 23

Return Date:

*Cost Centre:

*AGS Number:
*Movement Req
Number:

Travel Booker Name:

Online Changes - Travellers are encouraged to process booking amendments via Cytric (Online Booking Tool) wherever possible.
Changes with a Consultant - To make a non-urgent booking amendment through a CTM consultant, email the relevant team below. Please include the
booking reference number and specific details about the requested change to the booking. To make an urgent booking amendment through a CTM

consultant, call 1300 368 501

Domestic@travelctm.com, International@travelctm.com, groups@travelctm.com, vipwoag@travelctm.com
Please note, amendments facilitated by a CTM consultant may incur a CTM Service Fee. For a copy of the CTM Fee Schedule, please contact your entity’s

Travel Team.

Date Service
Wednesday Flight
08 Mar 23
Wednesday Hotel
08 Mar 23

Details

Airline:
Departure Date:
Arrival Date:
Aircraft:

Class:

Stops:

Airline Reference:
Status:

Baggage:

Details:

VIRGIN AUSTRALIA
Wed 08 Mar 23 at 06:20
Wed 08 Mar 23 at 07:00
Boeing 737-700 (winglets)
L - Economy Class - Flex
Non-Stop

USBHFU

Confirmed

2 pieces

Flight VA1207
CANBERRA, AUSTRALIA
BRISBANE, AUSTRALIA

CANBERRA, AUSTRALIA (TERMINAL - ) BRISBANE, AUSTRALIA (TERMINAL - D), Dept

Time 08-03-2023 06:20, Arrival Time 08-03-2023 07:00 - Travelling time: 1 hr 40 mins -
Meal Service: Meal

Hotel Name:
Check-In Date:
Check-Out Date:
Hotel Address:

Room Type:
Rooms:

Booking Reference:
Status:

Payment Method:
Local Rate:

Rate:

Duration:

PULLMAN BRISBANE KING GEORGE SQUARE
Wed 08 Mar 23

Thu 09 Mar 23

CORNER ANN AND ROMA STREETS

Brisbane

4000, Australia

P-61-7-32299111

F-61-7-32299618

RUN OF HOUSE

1

AOGVORO0803

Confirmed

Chargeback via AOT Hotels
AUD196.19 Per Night
AUD196.19 Per Night

1 (Nights)

Page 1 of 4

QBT Pty Ltd Trading as CTM Travel
Level 11, 120 Spencer Street
Melbourne, VIC, 3000

Email: do_not_reply@travelctm.com
Internet: www.travelctm.com.au
ABN: 50 128 382 187
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Friday 03 March 2023 17:39 - Sydney, NSW

Airline:
Departure Date:
Arrival Date:
Aircraft:

Class:

Stops:

Airline Reference:
Status:

Details:

Thursday
09 Mar 23

Flight

QANTAS AIRWAYS

Thu 09 Mar 23 at 19:40
Thu 09 Mar 23 at 22:25
Embraer 190

B - Economy FLEX
Non-Stop

6KIK74

Confirmed

Flight QF1915
BRISBANE, AUSTRALIA

CANBERRA, AUSTRALIA

BRISBANE, AUSTRALIA (TERMINAL - D) CANBERRA, AUSTRALIA (TERMINAL - ), Dept

Time 09-03-2023 19:40, Arrival Time 09-03-2023 22:25 - Travelling time: 1 hr 45 mins -
Meal Service: Hot meal

Seats:

Frequent Flyer Numbers

ANDERSON/IAIN MR

Ticket Numbers

TKT VA 9788225600 - ANDERSON/IAIN MR - ADULT - CBR-BNE
TKT VA 9788237885 - ANDERSON/IAIN MR - ADULT - CBR-BNE
TKT QF 9788225603 - ANDERSON/IAIN MR - ADULT - BNE-CBR
TKT VA 9788228195 - ANDERSON/IAIN MR - ADULT - CBR-BNE

04F - ANDERSON/IAIN MR

Page 2 of 4

QBT Pty Ltd Trading as CTM Travel
Level 11, 120 Spencer Street
Melbourne, VIC, 3000

Email: do_not_reply@travelctm.com
Internet: www.travelctm.com.au

ABN: 50 128 382 187
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Friday 03 March 2023 17:39 - Sydney, NSW

Pre Pay Description Rates ex GST Taxes/Fees ex GST GST AUD Total
Service Fee Domestic Air only 9.01 0.00 0.90 9.91
Service Fee WOoAG Admin Dom 3.00 0.00 0.30 3.30
Service Fee Change Domestic 16.44 0.00 1.64 18.08
Service Fee Amendment Domestic 12.72 0.00 1.27 13.99
Ticket VA - L - Economy Class - Flex 160.00 36.91 19.69 216.60

9788225600 - 03 Mar 23 - ADULT

08 Mar 23

CANBERRA- BRISBANE
Ticket QF - B - Economy FLEX 223.66 50.68 27.44 301.78

9788225603 - 03 Mar 23 - ADULT

08 Mar 23

BRISBANE- CANBERRA

Due 424.83 87.59 51.24 563.66

Pay Direct Description Rates ex GST Taxes/Fees ex GST GST AUD Total
Hotel PULLMAN BRISBANE KING GEORGE 178.35 0.00 17.84 196.19

SQUARE - AOGVOR0803

BRISBANE

Date: 08 Mar 23/09 Mar 23

Total Booking Cost Inc Pay Direct 69.08 759.85
Final Ticket Date: 04 Mar 23
Page 3 of 4
QBT Pty Ltd Trading as CTM Travel Email: do_not_reply@travelctm.com

Level 11, 120 Spencer Street Internet: www.travelctm.com.au
Melbourne, VIC, 3000 ABN: 50 128 382 187
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Ticketing Policy

Our CTM business standard is to issue airline tickets 1 business day prior to the airline time limit advised on your itinerary and inside your online booking
tool. This is to help ensure there are safeguards to protect for challenges such as when credit cards decline.

When there are instances of multiple tickets and multiple airline ticketing dates, QBT will issue all tickets in accordance with the earliest date shown.
Please note there may be instances where QBT will need to issue your ticket earlier than the recommended date. For example, when airlines request that
ticketing occur earlier than the recommended ticketing time limit.

Important Information

Pricing Information - Service fees may be excluded from the total booking cost. All prices are subject to final payment being received.
Air Travel - The person making the booking will be deemed to have accepted these Booking Conditions on behalf of everyone named in the booking.
Booking Arrangements - Please provide local phone contact numbers for stopover cities.

Photo Identification - Is required when travelling on an electronic ticket. Failure to ensure the full booking name matches the photo identification may
result in cancellation fees and/or loss of reservation.

Booking Conditions - No show and cancellation fees may apply to air hotels and car rental bookings on your itinerary. Generally hotels and car rentals
need to be cancelled at least 24 hours prior to checkin, so please notify the relevant service provider if you will not be able to use the booking in order to
minimise any fees that may be payable. Any seating and meal requests shown on your itinerary are subject to confirmation upon check in.

DOMESTIC CHECK IN (QF/JQ/VA/ZL)

QANTAS

QANTAS domestic flights check-in closes 30 minutes prior to scheduled departure time - except for flights numbered QF2000-QF2299 and QF7000-QF7299
departing from Sydney, check-in time is 1 hour. Online check-in is now available for QANTAS and QANTAS Link Australian domestic bookings between 24
hours and 1 hour before your flight departure.

http://www.qgantas.com.au/travel/airlines/checkin/global/en

JETSTAR

Check-in for Jetstar flights leaving from any domestic Australian destination is a minimum (recommended 60 minutes) before your scheduled flight. Check
in opens 2 hours prior to the scheduled flights and closes 30 minutes prior to scheduled departure time.
http://www.jetstar.com/au/en/planning-and-booking/checking-in/web-check-in

NOTE: Check in for domestic flights departing from an international terminal closes 60 minutes prior to departure.
www.jetstar.com/au/en/planning-and-booking/checking-in/domestic

VIRGIN AUSTRALIA

Virgin Australia domestic flights check-in closes 30 minutes prior to scheduled departure time. Virgin Australia online check-in is available and opens 24
hours before departure of your flights. Passengers wanting to utilise this facility must present a print out of your boarding pass at check in.
http://www.virginaustralia.com/Personal/Services/Check-inoptions/index.htm

REX AIRLINES

As stated in the Rex Conditions of Carriage, all counters will stop accepting passengers for check-in:

60 minutes prior to scheduled departure time at Burketown airport

30 minutes prior to scheduled departure time at major city airports (Adelaide, Melbourne, Sydney, Perth) and Queensland airports (with the exception of
Burketown above)

20 minutes prior to scheduled departure time at regional airports in NSW, SA, TAS, VIC and WA

https://www.rex.com.au/flightinfo/check_in.aspx

CTM Privacy Notice

Our Privacy Policy explains how we handle and protect your personal information. It also explains how you may request to access and correct your
personal information. You can find out more about how we manage your privacy by visiting our website https://www.travelctm.com/global-privacy-policy/
CTM collects personal information from you (including sensitive information) for the following purposes: to provide products and services to you; to process
your travel arrangements; facilitate your participation in the loyalty programs of airlines; conduct marketing activities and market research; to assist in
investigating your complaints, feedback and inquiries; and for other purposes which are reasonably necessary in connection with our normal functions and
activities.

We may disclose your personal information to the following kinds of entities: suppliers of products or services which you have selected (such as airlines,
tour operators, car hire operators, hotels and insurance providers); third party travel service providers who assist in fulfilling the booking you have made; a
person making your travel booking on your behalf; your employer if you are travelling on a booking provided through your employer's corporate travel
arrangements; suppliers of IT based solutions that assist us in providing products and services to you; any industry body, tribunal, court or otherwise in
connection with any complaint made by you about us; and to various law enforcement agencies and governments around the world for security, customs
and immigration purposes.

You can gain access to, or seek correction of, the information CTM holds about you, or make a privacy complaint, by contacting our Privacy Officer at
privacy@travelctm.com

Page 4 of 4

QBT Pty Ltd Trading as CTM Travel Email: do_not_reply@travelctm.com
Level 11, 120 Spencer Street Internet: www.travelctm.com.au
Melbourne, VIC, 3000 ABN: 50 128 382 187
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