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Australian National

Audit Office

Decision-making controls for sustainability—National Disability Insurance Scheme access
[No.13 2017-18]
The National Disability Insurance Agency and the Department of Human Services

Background

1. The National Disability Insurance Scheme (NDIS or the Scheme) will replace existing
Commonwealth, state and territory disability support systems with a nationally consistent scheme
for Australians under the age of 65 who have a permanent and significant disability." When fully
implemented, the Scheme will benefit an estimated 460 000 Australians with a disability, at a total
cost of around $22 billion in the first year of full operation (2020-21).

2. The number of people receiving individualised supports under the NDIS is a major driver of
Scheme costs. Eligibility requirements to access the NDIS are set out in the National Disability
Insurance Scheme Act 2013 (the Act). The National Disability Insurance Agency (NDIA) is responsible
for administering the Scheme, including ensuring that Scheme participants meet the eligibility
requirements set out in the Act. The NDIA has outsourced processing of some streamlined access
requests to the Department of Human Services (Human Services).

3. The NDIS was trialled in seven sites between July 2013 and June 2016 and is being rolled out
nationally from July 2016. The transition to the full Scheme will require a rapid scale up of the NDIA’s
capacity to determine access requests.

Audit objective and criteria

4, The objective of this audit is to assess the effectiveness of controls being implemented
and/or developed by the NDIA to ensure that NDIS access decisions are consistent with legislative
and other requirements. To form a conclusion against the audit objective, the following high-level
audit criteria were adopted:

. Suitable information, training and guidance is available to support effective decision-making
about access to the NDIS.

. Suitable administrative systems and processes are in place to support transparent, accurate,
timely and consistent assessment of NDIS eligibility.

° Suitable quality and compliance arrangements have been established to mitigate the risk of
incorrect NDIS access decisions.

Conclusion

5. The NDIA has implemented some controls to ensure that NDIS access decisions are consistent
with legislative requirements, but these have been inconsistently applied. As at August 2017, the NDIA
is developing an integrated assurance framework to enhance decision-making controls.

6. Accurate and accessible information is available for consumers and carers about how to
access the NDIS. Suitable training and guidance is available to support access decision-making by
NDIA officers and processing of access requests by Human Services’ staff.

7. Data integrity and reporting issues limit the NDIA's ability to monitor training completion by
access decision-makers. In addition, NDIA requirements for on-the-job training were not
documented and the ANAO found limited evidence that these requirements were implemented.
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8. The NDIA’s access processes supported the transition of a large volume of people into the
NDIS in a short space of time. In practice, the ANAO observed legislative and administrative non-
compliance that potentially affected the transparency, accuracy and timeliness of access decisions.

9. The access process was not well supported by the first stage of the NDIA’s ICT system,
introduced in July 2016, requiring implementation of inefficient manual work-arounds. The NDIA
advised the ANAO that new ICT workflow management functionality was implemented from July
2017.

10. The NDIA had not established efficient or effective processes for internally reviewing access
decisions. New procedures introduced by the NDIA in May 2017, if implemented effectively, will
provide an internal review process that is consistent with legislative requirements.

11. The NDIA has implemented executive monitoring and reporting of strategic and operational
risks, including risks to Scheme financial sustainability, which is informed by actuarial analysis of
Scheme outlays and risks.

12. Comprehensive quality and compliance arrangements have not been implemented to
mitigate the risk of incorrect NDIS access decisions. These are currently in development as part of a
broader integrated assurance framework.

Supporting findings

Information, training and guidance

13. Information for consumers and carers on the NDIS is readily accessible from the NDIA
website in multiple formats. The NDIA is in the process of translating key communication products
into ten languages.

14. The NDIA has established training requirements for access decision-makers but training
records are incomplete. Consequently, the NDIA does not have assurance that all officers making
access decisions have been appropriately trained.

15. Requirements for on-the-job training for access decision-makers were not documented and
the ANAO found limited evidence that pre-decision checks for less experienced decision-makers
were occurring.

16. The NDIA’s Operational Guidelines on Scheme access reflect the requirements of the
legislation underpinning the Scheme. The Operational Guidelines are supplemented by a range of
procedural materials for access decision-makers and relevant Human Services’ staff.

NDIS entry and exit pathways

17. The sample of NDIA general access decisions reviewed by the ANAO demonstrated high
levels of legislative and administrative non-compliance, including missing evidence of: disability and
impairment; and written advice to applicants notifying them of their review rights. This result
occurred within an environment of rapid expansion in the volume of access requests and the
number of access decision-makers; significant changes to the guidance provided to decision-makers;
and the introduction of stage one of a new ICT system.

18. Streamlined access was designed to bring a large volume of people into the Scheme quickly
when compared to the general access pathway. There was no documentation to support the
creation and approval of lists of specified conditions, but the lists had been applied effectively with
no evidence of decision errors related to specified conditions in the samples reviewed by the ANAO,
once internal review processes had been completed. The quality of data provided to the NDIA by
Australian, state and territory governments reduces the NDIA’s ability to link Defined Program
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participants to approved Defined Programs; and therefore to manage a key risk associated with
streamlined access arrangements.

19. The first stage of the NDIA ICT system, implemented in July 2016, did not provide for
workflow management functionality or real-time monitoring of decision-making timeframes. In July
2017, planned enhancements to the NDIA’s ICT system were introduced which the NDIA advised
allows monitoring of workflow and legislated timeframes for access decisions.

20. The ICT system provides computer-aided decision making, which the ANAO identified was
being manually overridden in a large volume of cases, associated with a known misalignment
between the NDIS Rules and the ICT system business rules. The ANAO also identified a discrepancy
between the system business rules and other NDIA guidance.

21. The NDIA has implemented measures to address lower than expected exit rates from the
NDIS. It is too early to assess the effectiveness of these strategies.

22. To improve assurance that only people who meet the NDIS access requirements remain in
the Scheme there would be value in the NDIA introducing risk-based reassessments of NDIS
eligibility for participants who enter the Scheme under the disability requirements.

Internal reviews and appeals

23. The NDIA did not have in place efficient or effective processes for internally reviewing access
decisions. Revised internal review procedures introduced by the NDIA from 29 May 2017 are
consistent with legislative requirements and provide greater clarity about procedures to be followed
by NDIA officers in conducting internal reviews of access decisions. There is scope for the NDIA to
improve quality assurance processes for internal reviews of access decisions.

Quality and performance arrangements for access decisions

24, The NDIA Board and executive have established systems and processes to identify, monitor
and report strategic and operational risks to Scheme sustainability, including identification by the
Scheme Actuary of emerging issues. Actuarial reports identify several access-related threats to
Scheme sustainability and monitor the effectiveness of mitigation strategies. Access-specific risks are
not reflected in the NDIA’s strategic and operational risk plans.

25. Until July 2017, the NDIA had limited ability to monitor the performance of the National
Access Team, due to the absence of a workflow function in the first stage of the NDIA ICT system. A
2017 Business Services Schedule between the NDIA and Human Services established performance
metrics for the National Call Centre.

26. During the trial phase of the NDIS, the NDIA did not conduct regular quality assurance
reviews of access decisions. The NDIA implemented monthly quality assurance reviews from October
2016, which indicate that the NDIA is not achieving its quality target for access decision-making. The
Agency is developing a new quality assurance program, which is expected to be supported by
enhanced ICT system functionality from September 2017.

27. The NDIA’s quality assurance reviews of access decisions have identified potential
improvements. Implementation of these improvements is monitored through the NDIA Executive
Management Group and the NDIA Board. Actuarial analysis is used to inform the development of
strategies to address emerging risks and to monitor the impact and effectiveness of these strategies.
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Recommendations

Recommendation
no. 1

Paragraph 2.9

Recommendation
no. 2

Paragraph 3.55

Recommendation
no. 3

Paragraph 3.70

Recommendation
no. 4

Paragraph 4.26

The National Disability Insurance Agency should establish, implement and
monitor a robust quality framework for access decisions addressing training,
ongoing assessment of officer proficiency and decision quality.

NDIA response: Agreed.

The National Disability Insurance Agency should ensure that the business rules
underpinning computer aided decision-making are clearly documented,
aligned with legislative and policy requirements, and verified to ensure they
have been correctly incorporated into the National Disability Insurance Agency
ICT system.

NDIA response: Agreed.

The National Disability Insurance Agency should review its processes to include
reassessments of the eligibility of participants who enter the Scheme under
the disability requirements, taking into account levels of impairment, and
conditions that have greater prospects of improvement.

NDIA response: Agreed.
The National Disability Insurance Agency should implement quality control and

assurance processes for internal reviews of access decisions, with the aim of
supporting accurate, consistent and transparent decision-making.

NDIA response: Agreed.

Summary of entity responses

28. The National Disability Insurance Agency’s and the Department of Human Services’ summary
responses to the proposed report are provided below.

The National Disability Insurance Agency

Audit Report No.13 2017-18

The NDIA takes the ANAO audit recommendations seriously and is committed to strengthening
control weaknesses through continuous improvement.

The NDIA acknowledges the audit findings and agrees with the four recommendations. Steps have
already been taken to address a number of the recommendations and issues raised in the report.

As a general observation, the NDIA notes that the audit took place during a time of significant
transition and growth. From 1 July 2016 until 31 March 2017 (the period covered by the audit), the
NDIA processed 81,172 access decisions. By comparison, over the previous three years of trial a total
of 37,946 access decisions were made.

During the audit period the NDIA also faced a number of externally driven pressures and challenges,
including: elements of key operational policy was not finalised between governments (for example
phasing agreements); data on existing participants was received late and was of variable quality (for
example missing information fields on primary disability type); and the late deployment of an IT
system resulted in the NDIA staff having limited access to and time for training.

The NDIA is addressing the four recommendations of the audit report through: the implementation of
a quality management framework and an integrated assurance framework; improvements to the
storage and quality of decision making guidance and support documentation; and staff training to
build core competencies. These activities will improve the quality, consistency and assurance of
access decisions.
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More broadly, the NDIS is implementing a program of work to improve the participant and provider
experience which will be underpinned by clear operational processes, practices and controls.

The Department of Human Services

The Department of Human Services (the department) welcomes this review into the effectiveness of
the National Disability Insurance Agency's (NDIA) implementation of the National Disability Insurance
Scheme (NDIS).

The department notes the review's four recommendations refer to the NDIA. The department will
work with the NDIA to ensure that the business rules underpinning computer aided decision-making
are correctly incorporated into the NDIA business system as outlined in Recommendation Two.

Key learnings

Key learnings

A summary of key learnings identified in this audit report that may be considered by other
Commonwealth entities

Staff training and guidance

° Staff training forms an important part of internal governance and control frameworks,
and can support staff in providing them with the knowledge and skills to perform their
roles effectively. Entities should implement procedures and maintain appropriate
records to ensure all relevant staff have undertaken all required training.

° Staff guidance, training and procedural resources are often required to support
officers to effectively implement or administer legislation. These resources should be
reviewed regularly to ensure they are consistent with legislation and policy and
internally consistent, particularly where the guidance and training informs
determinations of individuals’ eligibility for government assistance.

Risk management and governance

° When implementing large-scale projects with high materiality and risk, entities should
ensure that the governance procedures remain effective throughout both the planning
and implementation phases. In particular, risk management plans and strategies
should be supported by institutional frameworks that ensure: continuity in risk
management for the duration of the project; and that mitigation strategies are
developed and effectively deployed when required. Risk plans should also reflect the
context, timeframes and capabilities that exist and impact on project delivery.

° When developing processes to support an efficient, risk-based approach to
administering legislation or policy frameworks, entities should ensure that: processes
are consistent with relevant legislation or policy documents; and approval of these
processes and associated risk is clearly documented. The procedures should also be
regularly reviewed to ensure relevance and accuracy.

Business processes and decision-making tools

° IT-based decision-making tools should be consistent with legislation, including the
delegations framework in place under the relevant legislation; and any requirements
for a delegated officer to be involved in the IT-supported decision-making process.
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Australian National

Design and Implementation of the Community Development Programme Audit Office

ANAO Report No.14 2017-18

Department of the Prime Minister and Cabinet
Department of Employment

Department of Human Services

Background

1. The Community Development Programme (CDP) is an Australian Government
employment and community development program designed to support jobseekers and
reduce welfare dependency in remote Australia. The CDP commenced on 1 July 2015,
replacing the Remote Jobs and Communities Program (RICP).! The key objectives of the CDP
are increasing: workforce participation and improving job opportunities; sustainable work
transitions; and employability in remote communities.

2. The Department of the Prime Minister and Cabinet (PM&C) is responsible for the
overall design and administration of the CDP; however some aspects of the CDP are
administered by other Australian Government entities. Of the 33 000 jobseekers in the CDP,
more than 80 per cent of these jobseekers identify as Indigenous. Currently, 40 third-party
providers deliver employment services to CDP jobseekers, of which 65 per cent are
Indigenous organisations. Total expenditure is estimated to be $1.6 billion over four years
from 2014-15 to 2017-18.

Audit objective and criteria

3. The objective of the audit was to assess the effectiveness of the transition of the
Remote Jobs and Communities Program to the Community Development Programme
including whether the Community Development Programme was well designed and
administered effectively and efficiently. To form a conclusion against the audit objective, the
ANAO adopted the following high level audit criteria:

° Sound analysis and advice informed the design of the Community Development
Programme and transition from the Remote Jobs and Communities Program.

° The Community Development Programme was effectively and efficiently administered.

° Performance was appropriately monitored and outcomes were measured, reviewed
and reported to the Minister.

The RJCP was introduced in July 2013 following a review of remote participation and employment
servicing. The RJCP replaced four existing programs then operating in remote areas: Job Services Australia;
Disability Employment Services; the Indigenous Employment Program; and the Community Development
Employment Projects program.

Group Executive Director: Ms Lisa Rauter 6203 7407 Lisa.Rauter@anao.gov.au
Executive Director: Mr Andrew Rodrigues 6203 7613 Andrew.Rodrigues@anao.gov.au
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Conclusion

4, The transition from the RICP to the CDP was largely effective. The CDP was supported
by stakeholder consultation, as well as risk management and evaluation frameworks. In
addition, PM&C has strengthened its approach to monitoring and responding to compliance
issues impacting on provider payments. There would be scope to review the incentives
created by the revised provider payment structure.

5. The implementation of the CDP was supported by an external review of Indigenous
Training and Employment, stakeholder engagement, and an effective communication
strategy. However, the design of the CDP was not informed entirely by sound analysis of the
RICP.

6. The timeframes in which the RJCP was transitioned to the CDP impacted on the ability
of providers to understand the changes prior to implementation. In addition, PM&C did not
have arrangements in place to ensure funding commitments made by providers from their
RJCP Participation Accounts met program requirements. Finally, aspects of the revised
provider payment structure may reduce provider incentives to transition jobseekers into
ongoing employment.

7. PM&C has established appropriate governance, key program frameworks and
guidance material to assist in the administration and delivery of the CDP. PM&C has also
strengthened its approach to compliance and fraud prevention in light of identified program
risks.

8. PM&C has established transparent performance monitoring and reporting
arrangements for CDP providers. These performance indicators are measurable and linked to
the CDP’s policy objectives, and have shown improvements in terms of 13 and 26 week
employment outcomes; as well as aggregate hours of attendance by participants.

9. PM&C established complementary policies—the Employer Incentive Fund and the
Indigenous Enterprise Development fund—aimed at addressing gaps in regional labour
markets. However, these programs were significantly undersubscribed. In addition, there is
scope to improve the targeting of funding to remote areas by monitoring the number of
businesses created to better integrate the CDP Funding Arrangements with related policies.

10. PM&C has developed and implemented a program evaluation strategy for the CDP;
however the timing of the review was not aligned to the Government’s consideration of
further funding in the 2017-18 Budget.

Supporting findings

Design and transition

11. PM&C'’s design of the CDP was supported by an analysis of the Review of Indigenous
Training and Employment (the Forrest Review) and consultation across Government. In
addition, the Minister for Indigenous Affairs consulted with employers, community councils,
the Indigenous Advisory Council and representative bodies on the design of the CDP.

12. However, changes introduced as part of the CDP were not informed entirely by a
sound evidence base. In particular, the review of the CDP’s predecessor program, the RICP,
was based on incomplete analysis of the data. In addition, there would be scope for PM&C to
consider the incentives created by the revised provider payment structure, and its alignment
with the underlying policy objectives of the program changes.
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13. PM&C developed a suitable phased transition and implementation plan, and
communication strategy, to support the transition to the CDP. Due to the short
implementation timeframes, many of the risks identified by PM&C materialised. In particular,
the timeframes reduced the opportunity for providers to understand the substantial changes
prior to implementation. While providers were authorised to access their Participation
Accounts to facilitate the transition to the CDP, PM&C did not have arrangements in place to
appropriately ensure commitments from the Participation Accounts met the program
requirements. Four months following the introduction of the CDP, only 37 per cent of regions
were on track to meet performance targets.

Administration of the Community Development Programme

14. PM&C has established appropriate governance frameworks and guidance material to
assist the administration and delivery of the CDP. There are appropriate administrative
arrangements in place between the relevant Australian Government entities responsible for
delivering the CDP.

15. It is too early to assess whether the CDP is administered efficiently. The CDP is
administered by entities at a higher unit cost than the RJCP and the broader jobactive
employment services program.

16. PM&C has developed a fit-for-purpose risk management strategy to support the
administration of the CDP. In late 2016, PM&C integrated its approach to risk management
across the broader Indigenous Affairs Group grants program, which included the CDP. PM&C
also established provider risk plans and assessments. However, some key program risks were
either not identified in the program level risk plan, or were not fully addressed by mitigation
strategies.

17. PM&C has developed a suitable compliance framework for both jobseekers and
providers under the CDP. Given the inherent risks associated with issuing payments based on
provider-reported data, PM&C has now strengthened its approach to identifying and pursuing
suspected instances of non-compliance by providers.

18. PM&C has implemented suitable arrangements to support the administration of
provider funding under the CDP. There would be scope to adopt a more transparent and
systematic approach to making ancillary payments.

19. PM&C consults with key stakeholders on potential changes to the CDP. The level of
engagement between CDP providers, and employers and communities, varied across the 60
regions in which the CDP was implemented.

Monitoring and reporting on CDP performance and outcomes

20. PM&C has established transparent and effective arrangements for measuring the
performance of the CDP. Appropriate tailored approaches have been developed to suit
delivery across the regional network.

21. PM&C regularly monitors and reports to its Minister on provider performance. While
the basis of performance assessment and reporting is set out in provider agreements, there
would be scope for greater transparency on the calculation of the Regional Employment
Targets.

22. PM&C administers the Employer Incentive Fund to stimulate employment; however,
only a small proportion of eligible employers have received the incentive payment. Similarly,
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there was minimal use of the Indigenous Enterprise Development funds to support the
establishment of Indigenous business in CDP regions, resulting in a substantial underspend of
allocated funding.

23. PM&C'’s evaluation strategy was developed late, some seven months after the CDP
commenced and an overview of the evaluation strategy was not agreed by the Minister for
Indigenous Affairs until 7 April 2016. This reduced the scope to collect data that was capable
of informing an evaluation of the CDP’s impacts.

24, The evaluation strategy was not peer reviewed by a reference group. Evaluation
strategy milestones were not consistent with Government timeframes for considering
ongoing funding of the CDP.

Recommendations

Recommendation The ANAO recommends the Department of the Prime Minister

no.l and Cabinet review the Community Development Programme
provider payment structure, particularly the incentives it creates
and its alignment with the underlying policy objectives of the
program changes.

Department of the Prime Minister and Cabinet’s response:
Agreed.

Summary of entity responses

25. The departments of the Prime Minister and Cabinet, Employment and Human
Services’ summary responses to the proposed report are provided below.

Department of the Prime Minister and Cabinet

The Department welcomes the audit’s overall conclusions and findings. The
Department is pleased that the ANAO found that the transition from the Remote Jobs
and Communities Programme to the Community Development Programme (CDP) was
largely effective and supported by stakeholder consultation, risk management and
evaluation frameworks. The Department appreciates the audit’s acknowledgement
that we have established appropriate governance, key program frameworks and
guidance material to assist in the administration and delivery of the CDP.

The Department is taking steps to consider and address the areas of potential
improvement raised by the ANAO, in particular strengthening guidance on ancillary
payments and ensuring the provider payment model aligns with the program’s core
objectives of assisting job seekers into long-term employment. This includes through
the department’s ongoing programme implementation and design work, supported by
a continual focus on provider performance, which is lifting job seeker outcomes. The
Department is also committed to improving evaluation efforts and building the
evidence base for Indigenous policies and programmes.
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The Government has also announced its intent to consult on a new remote
employment and participation model, which will better tailor welfare arrangements.
These audit findings will also inform this consultation process.

Department of Employment

The Department acknowledges the audit's conclusions and findings. The Department
notes the report's observation that the changes to the Job Seeker Compliance
Framework announced in the 2017-18 Budget will not apply to the Community
Development Programme.

Department of Human Services

The Department of Human Services (the department) notes this report and that the
ANAO has concluded that the administrative arrangements in place between the
department and the Department of the Prime Minister and Cabinet are appropriate.

Key learnings for all Government entities

26. Below is a summary of key learnings identified in this audit report that may be
considered by other Commonwealth entities in designing and implementing policy.

Policy Design
° Policy design, advice to Government, and program implementation, should all be
informed by sound analysis and a strong evidence base.

° Effective program evaluation requires complete and robust data. Where new
programs are being implemented, entities should identify evaluation strategies and
data requirements (including baseline data) early in the process, and monitor
implementation of data collection throughout the trial.

Implementation

° Implementation planning should reflect adequate consideration of key risks
throughout the implementation process, particularly where policy or program
implementation involves untested service delivery models, new technology, or where
significant behavioural change is expected.

° Entities should ensure identified mitigation strategies are effectively implemented,
particularly where identified risks have begun to materialise.

° Where programs are supported by compliance monitoring and support resources,
these resources should be targeted on a risk basis. Where relevant, compliance
monitoring and reporting activity should also be consistent with broader
organisational compliance frameworks.
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Australian National

Audit Office

Costs and Benefits of the Reinventing the ATO Program
No.15 2017-18
Australian Taxation Office

Background

1. Reinventing the ATO is a broad transformational change program focused on achieving the
Australian Taxation Office’s (ATO) vision of being a contemporary service oriented organisation. The
program was initiated partly in response to the Australian Public Service Commission’s capability
review in 2013, which outlined the challenge for the ATO to transform its existing processes,
systems, culture and workforce to be more agile, responsive, efficient and effective. At a high level,
implementation of the program was expected to better position the ATO to be more contemporary,
innovate with technology and meet taxpayer expectations. While productivity benefits and
operational savings are expected from the program, they were not a key driver for its
implementation.

2. The Reinventing the ATO program formally commenced in 2015 with the release of a ‘blueprint’
that outlined experience shifts for key stakeholders, such as staff and taxpayers, as a result of
implementation of the program. The program consists of behavioural and cultural elements, locally
managed change and continuous improvement initiatives, as well as six strategic programs that
oversee 100 projects. These projects are required to apply the ATO’s corporate project management
framework, which was revised in July 2016 to provide a greater focus on the value proposition of
projects, including costs and savings.

3. The ATO is not managing the entire Reinventing the ATO program using a formal program
management methodology, however, governance arrangements have been put in place to support
the implementation of the Reinventing the ATO projects, including a program office and strategic
program governance bodies.

Audit objective and criteria

4. The audit objective was to assess the effectiveness of the ATO's processes for estimating and
monitoring the costs, savings and benefits associated with the Reinventing the ATO program. The
audit criteria were that:

e sound processes were in place for estimating the potential costs, savings and benefits
associated with the Reinventing the ATO program; and

e actual costs, savings and benefits associated with the Reinventing the ATO program are
measured and monitored.

Conclusion

5. The ATO has sound systems and guidance for estimating and monitoring the costs, savings and
benefits associated with Reinventing the ATO projects but the effectiveness of these processes has
been compromised by low levels of conformance. As a result, the costs, savings and benefits from
these projects cannot be calculated. The ATO never intended to calculate these measures for the
entire Reinventing the ATO program as it included many locally managed and cultural change
initiatives. The ATO needs to ensure greater conformance to processes for estimating and
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monitoring project costs, savings and benefits, to provide transparency about the net benefits of
programs and support decisions about the commencement, continuation, resourcing and direction
of projects.

6. The ATO measures benefits from projects through a Connected Benefits Management System
that links project and program outcomes to corporate benefits categories and ATO corporate impact
areas. There was a general improvement across the ATO’s corporate benefits categories from 2013-
14 to 2015-16, particularly relating to the corporate impact areas of willing participation and
revenue. Further, the ATO advised of a number of positive business changes, including improved
employee engagement, as a result of the Reinventing the ATO program. However, there would have
been a higher level of assurance of the benefits from the Reinventing the ATO program if the ATO
had identified performance indicators to measure the impact of the program or established a
baseline to systematically measure anticipated benefits.

7. The ATO has sound project management processes in place to support the estimation of costs
associated with Reinventing the ATO projects but has not always had sound processes for estimating
potential savings from the projects. Despite the availability of a cost estimation tool and a
requirement to estimate costs in key pre-approval documentation, costs were not consistently
recorded in business cases and project plans. Potential savings from the projects were rarely
included in this documentation. Detailed processes have been in place to support the estimation of
benefits associated with the Reinventing the ATO program, although these processes have often not
been applied to projects.

8. Costs and savings associated with the Reinventing the ATO program and most of its projects
have not been tracked. However, the ATO recently introduced internal financial benefits reporting
that provides a framework for measuring and monitoring savings from Reinventing the ATO projects
going forward. The ATO’s benefits measurement approach has been strengthened since the
commencement of the Reinventing the ATO program to enhance the profile of benefits and their
alignment with broader ATO corporate impact areas when considering the value proposition of
potential projects. Nonetheless, a lack of completeness in monitoring and reporting on the
achievement of Reinventing the ATO projects, and the program more broadly, has limited
transparency about the scale and nature of benefits achieved.
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Supporting findings

Estimating costs, savings and benefits associated with Reinventing the ATO
projects

9. The ATO has sound processes to support project managers to estimate the costs of Reinventing
the ATO projects, including providing a cost estimation tool and having estimated costs assured by
the ATO'’s Finance team. However, there was not widespread adherence to these processes. Of the
100 Reinventing the ATO projects, 62 had applied the ATO costing tool, of which 34 had costs
assured by ATO Finance. Cost information was also infrequently recorded in project documentation
such as business cases and project plans—25 Reinventing the ATO projects had final project plans
that included estimated project costs.

10. Savings estimates were infrequently included in Reinventing the ATO project pre-approval
documentation as required by the ATO’s project management procedures. In early 2017, the ATO
implemented a verification process to confirm expected savings from projects, which should
improve the accuracy of savings estimates and frequency of inclusion in project management
documentation.

11. While the ATO’s guidance has consistently required that project outcomes and benefits are
identified and recorded in key project management documentation, conformance with these
requirements by Reinventing the ATO projects has been low. Only 56 of the 100 Reinventing the ATO
projects outlined expected benefits in project pre-approval documentation, including non-financial
benefits and productivity improvements. Under the revised project management approach, the
ATO’s benefits management processes have been strengthened to require that project outcomes
align with broader ATO organisational priorities.

Measuring and monitoring costs, savings and benefits associated with
Reinventing the ATO projects

12. The ATO is unable to measure and monitor the total costs of implementing Reinventing the
ATO projects because of low levels of conformance with requirements to track costs—only eight
projects included actual costs in status reports and 13 projects included actual costs in closure
reports. The magnitude of costs of Reinventing the ATO projects warrants greater attention to
measurement and monitoring—as for the 67 Reinventing the ATO projects where data was
available, costs were estimated at $300 million from 2013-14 to 2018-19.

13. The ATO has not been tracking the monetary savings associated with the Reinventing the ATO
program. However, in April 2017 it implemented internal reporting on financial benefits across the
office, including Reinventing the ATO projects. As the reporting process involves the verification of
estimated and realised financial benefits, this should better position the ATO to consider realised
savings when making operational decisions, such as reallocating resources due to productivity gains.

14. The Reinventing the ATO program has provided a number of benefits, as indicated by the large
number of outcomes listed as achieved for individual projects. However, there is a lack of clarity
about the results of Reinventing the ATO projects as a consequence of the:

o lack of conformance with the ATO’s processes for monitoring and reporting on the
achievement of project outcomes—of 57 closed, cancelled or transferred to business-as-
usual, 21 had closure reports that indicated whether project outcomes had been achieved;
and
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e implementation of the Connected Benefits Management System after the commencement
of the program and many projects, and the ATO not accurately identifying the contribution
made by Reinventing the ATO projects to corporate priorities.

15. The ATO has identified and discontinued projects as a result of concerns relating to their
relevance and progress. Nevertheless, there is scope for the ATO to improve the: frequency of
program status reporting to governance bodies; quality of information provided in relation to

projects’ status; and use of governance gates.

Recommendations

The Australian Taxation Office mandates and monitors the recording and
Recommendation reporting of actual project costs for all corporate projects.
no.l

Australian Taxation Office response: Partially agreed.

Paragraph 4.10

The Australian Taxation Office enforces the mandating of status reports and
Recommendation governance gate assurance activities to support assessment of the ongoing
no.2 viability of projects including delivery of expected benefits.

Australian Taxation Office response: Partially agreed.
Paragraph 4.50

Summary of entity responses

16. The summary response to the report from the ATO is provided below, with the covering letter
included in Appendix 1.

The ATO acknowledges the ANAO review and considers the report supportive of our overall
approa