Department of Health

Overpayments Dashboard for PP15_1516

1. Overpayments activity in pay period PP15_1516

Overpayments recovered

$731,593

Amount

Overpayment agreements made $447,608

Amount

$477,189

Amount

Overpayments identified

from

4,373

staff

1,007

staff

1,579

staff

Change in overpayment balance

$254,404 reduction
with

1,606

Loans Created

from with

2. Outstanding overpayments

Overpayments balance

$69,388,569

Total value of overpayments currently owed

Current Staff

Amount
Interim Cash
Amount

34,380
Salary Overpayments $41,944,499
$3,638,641

Future repayments agreed

Unresolved overpayments

- $6,840,811 $62,547,759
Value of overpayments agreed but not yet repaid Value of overpayments not subject to a repayment
agreement

10,795

Overpayments $21,444,412
Amount
Interim Cash $2,361,017

Amount

3. Historical overpayments profile

Bulk debt waviers

Pay date change

Automated and Self
initiated repayments
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5. Key overpayments performance indicators

88.7%
Target : 75%
Percentage of repayments commenced within four pay
periods of overpayment notification
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85.7%
Target : 75%

$10,805 paid to 20 staff

Target : $0

Percentage of eligible overpayments repaid within six
pay periods of overpayment notification.

Nett amount paid to terminating staff who have an
outstanding payroll debt
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HealthSupport

Queensland

Audit and Risk Committee

Agenda item: 10 - Overpayments update
Meeting date: 8 February 2016
Presented by: Philip Hood, Executive Director, Payroll Portfolio

Headiine issues

e
; On track to recover . 1 Re V rts for >88%
ngg?;!n%\éei%g?)&n&ent | § >$25.5M in overpayments | w yments within
- | | and interim cash in 15/16 ths of identification
Former staff owe <$24M Target - $24.1M - ?j ;arget - 85% j

[ § <30.48M in overp o
identified on pa Organisational change

n underway to make Payroll
Recovery Services a
permanent business unit

50% or $1.23M of pay date
change loans owed by
former staff under
repayment agreement

>30% of cases referred to }
ARL have been repaid or
under agreement

impairment calculations for
‘old’ overpayments to be
reviewed for 2016 financial
statements

Contract extension is being
negotiated -

* The outstanding & g continuing to decline at a steady rate and is $69.39 million compared to
Aven

compared to $24.68\1iHion as at 8 November 2015. (Attachment 1, section 2)

o Taking into account commjtted repayment plans worth $6.84 million, the unresolved overpayment
balance is now $62.55 million (Attachment 1, s 2).

* A total of $14.18 million in salary overpayments and interim cash payments has been recovered in the
2015-16 financial year to date. This rate of recovery is on track to exceed to the full year recovery
target of $24.10 million (Attachment 1, s 4).

* Recovery for over 88 per cent of new overpayments commenced within two months of identification,
with over 85 per cent fuily recovered within three months (Attachment 1, s 5).




Pay date change and corporate loans overview (as at 3 January 2016)

» Pay Date Change and Corporate Loans are receivable upon termination of employment.

» The outstanding balance owed by former staff is $2.52 million. Taking into account committed

repayment plans worth $1.23 million, the unresolved balance is $1.29 million.
» |oans still owed by former staff are included in debt recovery activity.

» The outstanding balance owed by current staff is $78.18 million, with $6.17 million under a repayment

agreement. The remaining $72.01 million will be recovered on separation.

Overpayment identification, prevention and management

« Less than $0.48 million in overpayments were identified on pay date 13 January 2016. This equates
to approximately 0.25 per cent of the net pay run (Attachment 1, s 1). Since the Pay Date Change in
October 2012, the average identification rate has been approximately $0.60 million/pay period.

» An organisational change is currently underway to make Payroll Reco ices (PR3) a

permanent business unit. This decision recognises the ongoing role t S plays in overseeing

overpayment and loan management for Queensland Health. it will

to continue providing debt collection services until at least 3
justified by the success experienced to date. As at 18 Jan

— $3.68 million in overpayments and loans owed by 1

oVI ainty for staff and
mrorary status of the unit.

— A 14.94 per cent success rate (based on amount req) is currently being achieved.
Considering future committed repayments, ST iON rate is 31.05 per cent.
— $0.55 million has been recovered by ARL to da ith approximately 7.1 per cent in commissions
paid.
* The contact campaignh recommended in the oyge Loans Report: Current status and way forward

of t tact campaign is in relation te current and former

(ELR) commenced in late 2015. The focus
staff with overpayments identified p v2011. As at 18 January 2016, 317 former staff have
been sent letters. Of these, 35 havegontzcted PRS to discuss their case and 12 have been sent a

in relation to overpayments ideqtified betwéén March and December 2010 for the department's 2015-
16 financial statements. It i d this activity will address the comments from QAQO in 2015.

overpayments and o
pursue recovery or re lega
2015, a further $29; as been waived or written-off.

Reason (S /— Employees Value

~

| approved the write-off of approximately $1.0 million in
y former staff in circumstances where it would be uneconomical to
ceedings was no longer possible. In addition, since 1 November

Bankruptcy 6 $26,587
Deceased 0 $0
Terminal iliness 0 $0
Other — Commercially Unviable 2 32,475
Total 8 $29,062
Attachments
« Aftachment 1;: Overpayment dashboard PP15_1516
Version: 0.2 Submitted through: Cleared by:
Author: Dylan Adams Name: Philip Heod Name: Gary Uhimann
Position: Manager, PRS Position: Executive Director, Payroll Portfolic | Position: Chief Executive HSQ
Telephone: Telephone: Telephone:
Date: 20 January 2016 Date: 21 January 2016 Date: January 2018
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Department of Health

Overpayments Dashboard for PP21_1516

1. Overpayments activity in pay period PP21_1516

Overpayments recovered

$930,545

Amount

Overpayment agreements made $600,775

Amount

$685,085

Amount

Overpayments identified

from

4,971

staff

1,647

staff

1,831

staff

Change in overpayment balance

$245,460 reduction
with

1,850

Loans Created

from with

2. Outstanding overpayments

Overpayments balance

$67,844,393

Total value of overpayments currently owed

Current Staff

Amount
Interim Cash
Amount

34,008
Salary Overpayments $41,051,779
$3,545,223

Future repayments agreed

Unresolved overpayments

- $6,469,590 $61,374,802
Value of overpayments agreed but not yet repaid Value of overpayments not subject to a repayment
agreement

10,768
Overpayments $20,945,706

@V Amount
Interim Cash

Amount

3. Historical overpayments profile

Bulk debt waviers
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Pay date change

$2,301,685
ecovery on Termination

Automated and Self
initiated repayments
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5. Key overpayments performance indicators

85.6%
Target : 75%
Percentage of repayments commenced within four pay
periods of overpayment notification
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88.2%
Target : 75%
Percentage of eligible overpayments repaid within six
pay periods of overpayment notification.

$10,067 paid to 31 staff

Target : $0

Nett amount paid to terminating staff who have an
outstanding payroll debt
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CHIEF EXECUTIVE OFFICER

Queensland

Agenda item: 10 - Overpayments update
Meeting date: 6 May 2016
Presented by: Philip Hood, Executive Director, Payroll Portfolio

Headline issues
T

On track to recover R g/e tarts for >85%
>$25.7M in overpayments ne payments within
and interim cashin 15/16 onths of identification

Target - $24.1M Target - 85%

Overall overpayment
balance <$68M

Former staff owe <$23.5M

VAN

3

AN

Organisational change

<$0.68M in overp ’?
50% or $1.4M of pay date identified on iev A
259 g complete to make Payroll

change loans owed by 6 Apr 201

&

former staff under pa Recovery Services a
repayment agreement permanent business unit
Aver, .
A
\V/ /]
32% of ferredto | |/ —
>32% of cases referred to .
ARL have been repaid or p paign has |mpail’ment Ca]culations fOI’
under agreement commenced ‘old’ Overpayments to be
reviewed for 2016 financial
Contract in place until tters have led to statements

management

30 June 2017 Q\ ca
220 \

Overpayment and int overview (as at 27 March 2016)

* The outstanding batange,is continting to decline at a steady rate and is $67.84M compared to
$69.39M as at 3 016. Of this amount, $23.25M is owed by former staff, compared to
$23.81M as at SJaquéyy 20186, (Attachment 1, section 2)

» Taking into account tamuitted repayment plans worth $6.47M, the unresolved overpayment balance

is now $61.37M (Attachrivent 1, s 2).

e A total of $20.05M in salary overpayments and interim cash payments has been recovered in the
X 2015-16 financial year to date. This rate of recovery is on track to exceed tothe full year recovery
target of $24.10M by more than $1.00M (Attachment 1, s 4).

* Recovery for over 85% of new overpayments commenced within two months of identification, with
over 88% fully recovered within three months (Attachment 1, s 5).
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Pay date change and corporate loans overview (as at 10 April 2016)

Pay Date Change and Corporate Loans are receivable upon termination of employment.

The outstanding balance owed by former staff is $2.78M. Taking into account committed repayment
plans worth $1.4M, the unresolved balance is $1.37M.

Loans still owed by former staff are included in debt recovery activity.

The outstanding balance owed by current staff is $78.6M, with $5.25M under a repayment agreement.
The remaining $73.4M will be recovered on separation.

Overpayment identification, prevention and management

Approximately $0.68M in overpayments were identified on pay date 6 April 2016. This equates to
approximately 0.35% of the net pay run (Attachment 1, s 1). Since th 'an Date Change in October
2012, the average identification rate has been approximately $0.60M¥pay period.

The decision to implement a permanent structure for Payroll Recovery s (PRS) has been
completed. This implementation has provided certainty for staff and re the risk of turnover that
has resulted from the long-standing temporary status of the unit.

A new contract has been signed with Australian Receivables Li
services until at least 30 June 2017. As at 28 April 2016:

— $4.51M in overpayments and loans owed by 1,567 formef/staf been referred to ARL.

- )Q( 16.29% success rate (based on amount recovered) is'\e being achieved. Considering
future committed repayments, ARL'’s resolution rate
— $0.73M has been recovered by ARL to date, with tely 6.9% in commissions paid.
* The contact campaign recommended in the E eport: Current status and way forward
commenced in late 2015. As at 28 April 2016, 462 r staff have been contacted:
— process
* The focus of this contact campaign is | ation to current and former staff with overpayments
identified prior to 1 July 2011 g’ of this campaign will be used as a basis to review
impairment calculations in overpayments identified between March and December 2010 for
the department’s 2016 fi nts. It is expected this activity will address the comments from
QAOQ in 2015.
* In the period 20 Jaryaq2016 April 2016, $74,397 has been waived or written-off:
Reason // ) Employees Value $
Bankruptcy 10 32,419
Deceased 1 2,101
Terminal illness 1 842
Other — Commercially ble 8 3,877
Exceptional Circumstances 8 33,740
Time barred debt 1 912
Unable to locate 2 505
Total 31 $74,397
Attachments
¢ Attachment 1: Overpayment dashboard PP21_1516
Version: 0.3 Submitted through: Cleared by:
Author: Dylan Adams, Manager, PRS Name: Philip Hood, ED, Payroll Portfolio Name: Gary Uhimann, Chief Executive Officer, HSQ
Telephone: Telephone: Telephone:
Date: 28 April 2016 Date: 28 April 2016 Date: April 2016
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Department RecFind No; HS005804

' i H Division/Business Group: HSQ/PAY

Ch_lef Executive Office, HSQ e e
Brief for Approval

Requested by: Executive Director, Payroll Portfolio

SUBJECT: 2016-17 Employee L.oans Report -~ Overpayment and loans recovery and
management strategy

Recommendations
It is recommended that the Chief Executive Officer, Health Support Queensiand:

1. Approve the overpayments update to be submitted to the Audit and Risk Committee for
noting at the 29 July 2016 meeting (Attachment 1).

APPROVED./ NOT APPROVED

Executive Officer

Background
1. The Department of H e department) recognises employee loans and overpayments
owed by all current aff, with the exception of amounis owed by Executive staff,

ervices (HHSs) as receivables. This includes recording
t's financial statements and accounting for financial implications

employed by Hos
the loans on the

(for example fringe beneii pairment charges and losses).
2. Asat19Ju 5) approximately $58.23 million (41 per cent of the total $143.67 million) in
loans and Oy owed by current and former staff remain ‘unresolved’. That is, it is

separation.

3. Unresolved debts are most ‘at risk’ of not being recovered in the future, with the department
having to recognise these as a loss on its financial statements.

4, The primary purpose of Payroll Recovery Services (PRS), Payroll Portfolio is to maximise
recovery of cutstanding employee loans and overpayments, thereby minimising any losses
that are recognised.

Issues

5. The Payroll Portfolio tables an update on the prevention, management and recovery of
overpayments and loans at each meeting of the Audit and Risk Committee (ARC). The
update that will be tabled at the next meeting (Attachment 1), scheduled for 29 July 2016,
recommends that the ARC notes:

5.1. the current status of overpayments, as detailed in the current Overpayments

D@HEDLDaIfﬁHTE’r@@T Document No. 7



Department RecFind No; HS005804

Division/Business Group: HSQ/PAY

File Ref No: PP00761

5.2. the Payroll Portfolio's forward strategy for overpayments, as detailed in the
2016-17 Employee Loans Report (the Report, Attachment 3)

5.3. Payroll Portfolio’s response (Attachment 4) to the Salary Overpayment Proposal
submitted by Mr Ken Brown to the ARC (Attachment 5).

6. The Report provides an overview of the current status, issues fo be considered, status of the
implementation of recommendations and recommended forward strategy to maximise the
recovery of outstanding overpayments and loans. The primary recommendations of the
Report are to:

6.1. undertake a proactive contact campaign focussing on contacting and progressing
cases for the most ‘at risk’ debt (that is older debts, former staff and staff who owe
more than $10,000)

6.2. review and streamline processes for preventing and mana faults on
repayment agreements by leveraging existing escalation s€s and using
fechnolegy to implement a cost-effective reminder service

6.3. review HR Policy C48 Overpayments, which has no nreviewed since July 2013

6.4. undertake an overpayment awareness campaign to s rate of recovery from
current staff

6.5. consult with stakeholders (including HHSs) with/a yis implementing a ‘line in the

7. The Manager, PRS has responsibility for the imp piation of the Report's
recommendation and will, through the Exetutive Rivectop, Payroll Portfolio, provide updates
to the Overpayment Review Group (ORG), ard the Chief Executive Officer, Health
Support Queensland.

Results of Consultation
8. The following members of the

8.1. Mr Michael Nelson, Chief
8.2. Mr Philip Hood, Executive
8.3. Mr Peter Patmore, A/Executive Rjrector, Employment Arrangement, HR Branch

ewed and endorsed the Report:
sces Officer

8.4. Ms Diana Yarker, ior Director, Payroll Services
9. Mr Malcolm Wilson, Ghief Fi e Officer, has reviewed and endorsed the Report.
Resource Implicati (i ing Financial)
10. Nil.

Attachments
11. Attachment Paper — Overpayments update (29 July 2016)

Aftachment 2: Ov yments Dashboard FP27 1516
Attachment 3: 2016-17 Employee Loans Report
Attachment 4: ARC Action 28-03: Response to salary overpayment proposal

Attachment 5: Salary overpayment proposal

Author Content verified by: (Business Group Head}
Dylan Adams Philip Hood

Manager Executive Diréctor

Payroll Recovery Services Payroll Portfolio

A tetuly 2016

@(F:) /Document No. 8




SALARY OVERPAYMENTS ETC
The following proposals are submitted for consideration: -

NEW OVERPAYMENTS

1 As from a date to be determined, each HHS be responsible for the recovery of
any overpayments made to their staff (including those who resign etc) from that
date, with appropriate systems being put in place, and with the financial system
reflecting that arrangement. (NB It is considered that the implementation date
could vary from HHS to other HHS, with the transfer of responsibility being

staged).

OVERPAYMENTS OF EX STAFF

3 These be divided into two categories, those
have been made, and those that have no
former, QH to continue to have responsibi
respect of those where no agreemengs\hav de, that details be referred
to the relevant HHS with a request ke all appropriate recovery
actions .As an incentive for the partjeipati HHS, that they receive 50% of
any overpayments recovered. Amo d Wwould continue to be reflected in
the financial records of QH, and any e offs would require its approval.

efpayment agreements
ent. In respect of the
recover amounts overpaid. In

LOANS OUTSTANDING
4 These to become the
financial records.

ibility of each HHS, and be reflected in their

DOH-DL 16/17-0@7oecument no.o



Queensland Health

Audit and Risk Committee ACTION ITEM 28-03

Date: 29 July 2016

Action Item No. 28-03

Title: Response to salary overpayment proposal
Action Officer: Philip Hood, Executive Director

Responsible Branch/Unit: Payroll Portfolio, Health Support Queensland
Attachments: Salary overpayment proposal

Recommendation

It is recommended that the Audit and Risk Committee note the Payrol)/Pertfolio’s Tesponse to the salary
overpayment proposal.

Key Points

Payroll Portfolio has considered the salary overpayment pr, prtitted to the Audit and Risk
Committee by Mr Ken Brown, Independent and External r at)the meeting of 6 May 2016
(Attachment 4). The following table details the Payr ponses:

Proposal Payroll Portfolio respcnse

/\ Employee Loans Report (Attachment 2, the Report)

at a ‘line in the sand’ approach for recognising new

yrrénts is implemented by 1 July 2017 to drive an increase
ntability in areas that cause approximately 70 per cent of

1. New overpayments Accepted

* Recognised and recovered
by Hospital and Health
Services (HHSs)

. . N o
2. Former staff historic Accepted \'ble Report (Attachment 2) proposes that former staff historic
overpayments overpayments remain the sole responsibility of the department
« Recognised and recovered into the future.
by the Department of
Health (the department) /\
3. Current staff historic % Historic overpayments are often complex in nature and require
overpayments advanced payroll knowledge and experience to analyse and
« under agreement: ed ce)ﬁ?sliz;rr\]a'irnhez c::(;};)t t;%lelkened to any ‘ordinary’ debt, such as an
recognised and re 9 p 9 ' )
by the department Payroll Portfolio already has systems and controls in place to
_ > ensure efficient, effective and economical management occurs in
* Not under agreement: accordance with legislation and policy. This can be demonstrated
— recognised by the Accepted by a net recovery of $0.4 million p.a. per case manager as a
Department (including direct result of recovery actions undertaken by PRS.
approval of write-offs) In contrast, Payroll Portfolio remains of the view that HHSs do not

have the requisite capability and systems in place to assume
responsibility for any case management and recovery actions.

For this reason, the Report (Attachment 2) proposes that the
recovery and recognition of historic overpayments remain the
responsibility of the department.

— recovered by HHS (50% | Not accepted
commission)

Queensland
Government




‘ Payroll Portfolio response

Proposal

4. Loans

* Recognised and recovered
by HHS

Not accepted

Payroll Portfolio does not consider there would be any benefit to
transferring responsibility for recognising and recovering loans
from the department to HHSs. As discussed in section 2.3.2 of
the Report (Attachment 2), loans are not recoverable until
separation and the department has systems and controls in place
to ensure efficient, effective and economical management of
these outstanding amounts.

5. Relationship

* Responsibilities to be
established in writing.

Accepted

Payroll Portfolio continues to acknowledge that a partnership is
required with HHSs to effectively manage and recover
outstanding overpayments, particularly with respect to amounts
owed by current staff. For this reason, the Report (Attachment 2)
proposes a number of initiatives to support a clarification of
responsibilities including validating roles and responsibilities and
implementing quarterly performance~eporting.

@
7
@}@
Q
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@
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2016-17 Employee Loans Report — Overpayment and loans review
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Contact details

For further information regarding this document, contact:

Manager, Payroll Recovery Services

Payroll Portfolio, Health Support Queensland

PO Box 3484, Loganholme QIld 4129
Telephone: + 61 7 3089 5250

Email: PP-ServiceLeaderPRS@health.qld.gov.au

Endorsement

The following officers have endorsed this document in accordan
Overpayment Review Group Terms of Reference:

e Mr Michael Nelson, Chief Human resources Officer (Chafr)
¢ Mr Philip Hood, Executive Director, Payroll Portfolio
* Mr Peter Patmore, A/Executive Director, Employ t ments
e Ms Diana Yarker, A/Senior Director, Payroll Servi
Approval @
dN

The following officer has approved this

Name: Mr Gary Uhlmann
Position:  Chief Executi

Signature: - T -~ Date /4(/‘7//5 S

2016-17 Employee Loans Report — Overpayment and loans review
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Summary

As at 19 June 2016, $58.23 million, or 41 per cent of the $143.67 million in loans and
overpayments owed by current and former staff is currently ‘unresolved’. That is, it is
not currently being repaid and is not a loan owed by a current staff member which is

not repayable until separation.

The purpose of this report is to:

* provide an overview of the current status of loans and overpayments owed by
current and former staff

* report on the progress of recommendations of the 2015-16 E

= report on the progress of objectives, actions and milestones d
Employee Overpayments Action Plan 2012-16 (Appendix

* identify issues to consider and
* recommend objectives, actions and milestones to guide managgment and recovery

of overpayments in 2016-18.
#(07p

The five main recommendations are to:

1. Undertake proactive contact campaign 0

ity groups:

# Total $
employees unresolved

Category Sub-category

High value
cages Former staff m 60 $0.94M
(>$10,000) Current staff K\// )/) 158 $2.20M

Debt Former staff witty&m%ntifie 17112 3.384 $5.49M

approaching
time limit Current staff Wdentiﬁed <1/7/12 3,814 $15.53M

Former staff with no repayment agre 2,454 $2.75M

t
Y4
Total Qo 9,870 $26.91M
2. Review and ggtfeamli ocesses for preventing and managing defaults on

repaymen ents by’current and former staff, including but not limited to
consideration of llowing options:

¢ case of current staff, amend the terms and conditions of self-
ed repayment agreements in Streamline to allow the department to
commence payroll deduction for those paying by an external method.

c) use of short messaging service or other cost-effective methods to issue
reminders for staff repaying by external methods.
3. Review HR Policy C48 Overpayments, with a particular focus on streamlining
and clarifying provisions relating to:
a) terms and conditions for self-initiated and extended repayment plans

b differences in recovery processes for current and former staff

9]

)
) requests for case reviews and
)

(o

referring disputes to the Overpayment Review Group.
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4. Undertake an overpayment awareness campaign to increase rate of recovery
from current staff, including but not limited to consideration of the following
options:

a) campaign to encourage staff to enter into self-initiated repayment
agreements in Streamline.

b) transitioning Fringe Benefits Tax liability to employees from 1 April 2017.

c) implementing a temporary reduction in the minimum repayment instalments
during the campaign period as an incentive fo encourage current staff to
enter into repayment agreements.

d) piloting (and implementing if successful) a partnership approach with
Hospital and Health Services (HHSs) to progress cases where engagement
between Payroll Recovery Services (PRS) and curre has been
frustrated.

iew and
proceed to other

e) implementing enhancements in Streamline requijri
acknowledge messages from PRS before bei
functionality.

f) overpayments roadshow involving case d senior stakeholders
within Payroll Portfolio and HHSs to pro staff an opportunity to
discuss their overpayments face-to-fac

a) overpayments roadshow involvi nior stakeholders within Payroll

Portfolio to discuss overpayyen] gement and recovery with senior
stakeholders in HHSs and ‘

b)  implementing quart 210 ..w) reporting to Health Service Chief
Executives, Dep ¢tors-General, Chief Finance Officers and
Executive Direc ' People and Culture, including the

enior stakeholders within the Payroll Portfolio to
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1. Current Status

A number of different types of loans have been granted to Queensland Health staff
over the last 20 years. The purpose and repayment terms of each loan are detailed in

the following table.

Table 1 Loan types

Type Purpose

Corporate Loan  To support pay date alignment during
the implementation of LATTICE from

1996 to 2002

Repayment conditions

To be repaid upon termination.

Pay Date
Change Loan

To support pay date change in
October 2012.

RN
To be re(é%)ermination.
n \omﬂﬁ

Overpayment Loan pending repayment of overpaid i en the
salary and wages. o} was identified, to be
re
cally or
agfeement.
outstanding amounts will be
recdvered on separation (see
O ﬁection 2.1.3)
AN
Interim Cash Emergency cash, chequ F To be repaid by agreement.
Payment staff \'xho recglveq PO or sub _aily Note: outstanding amounts will be
!ess than thglr entitlems v o recovered on separation (see
implementation of ne @n I gystem  section 2.1.3)
in 2010. j)
LCCH To support e former  To be repaid within 12 months of
Commencement Mater Hea F-n QH pay commencement by payroll
Loan cycle with deduction.

prepaked, less than $3,000 remains
ouﬁ%f this loan type.

® recoverabpig

pon separation: current staff member has an outstanding Corporate

Loan or Pay Date Change Loan that is not currently subject to a repayment
agreement. These loans do not have to be repaid until the staff member ceases

employment.
* unresolved:

— current staff member has an overpayment or interim cash payment that is not

subject to a repayment agreement or

— former staff member has any type of outstanding loan not subject to a repayment

agreement.

2016-17 Employee Loans Report — Overpayment and loans review

D©H=Djtmij7i7=©@%ocument No. 19



As detailed in Figure 1, the outstanding loan balance totals $143.67 million, as at

19 June 2016. Of this amount only $58.23 million, or 41 per cent, is categorised as
‘unresolved’. A further portion of this amount is actively being case managed by Payroll
Recovery Services (PRS). Further details on the current balance are included in

Appendix 2.
$140.00 = 5
$120.00
$100.00
E $80.00
:E.
E $60.00
@
$40.00
$20.00 -
s
Current i Former
Em| status
' ® Unresolved @’ = Rectfverable upon separation
Figure 1 Outstanding empl shyemployment and agreement status
1.1 Employee Ove ents Action Plan 2012-16

The Employee Overpa
the Department of Hegg
overpayments. An gyervie

Phase 1
STABILISE

ents Actio

() 1 2-16 status overview

Phase 2
MANAGE

Phase 3
TARGET

lan 2012-16 (Action Plan 12-16) detailed how
e department) would stabilise, manage, target and prevent
e status of the Action Plan 12-16 is detailed below.

Phase 4
PREVENT

Phase = e:‘jlgrr;for New processes Focus on high S;Et?;’: ;z%ai
objectives sehvitios and legislation risk debts improvement
Objectives and Realised Realised Realised Partially realised
outcomes
; 60% Complete or
Key actions 100% Complete | 100% Complete 86% Complete Gommanaet
5 g
Koy 100% Achieved | 100% Achieved | 88% Achieved | O30 AAchieved or
milestones In progress
A full update to the Action Plan is included in Appendix 1.
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1.2 2015-16 Employee Loans Report

The 2015-16 Employee Loans Report (15-16 ELR) proposed three strategies to
continue to address the objectives of the Action Plan 12-16.

1.2.1 Former staff waiver

Recommendation 1 of the 15-16 ELR was to waive or write-off certain classes of
outstanding amounts owed by former staff. The following table details the
implementation outcome compared to the original proposed waiver. The variances
relate to further detailed analysis occurring prior to final approval by the delegate.

Table 3 Former staff waiver outcome
(=

g 15-16 ELR Scope Implerneritation outcome
Waiver category : BT O T
# employees $ to be waived # employces | $ waived

Deceased estates 58 $127,381.99 54 $99,561.41

Debt not legally

(

oy 119 $375,663 128 $479,549.24
the Limitations of ' 1 U
Actions Act 1974 R 719)

A4
Qutstanding .
amount <$500 not 2,801 Fé@} 1,516 $415,146.18
under agreement

(/s

Total 2,978 —\ .41 1,698 $994,256.83
1.2.2 Recovery on se SS review
Recommendation 2 of the 15-16 was to review and streamline the recovery on
separation process to grevent the former staff balance growing by resolving or
escalating cases wit onths of separation. Following a period of consultation
with all stakehold jned recovery on separation process commenced on
16 November 2(/15. implementation and revised process was reviewed by

Net Reduction

Current balance

15-16 ELR balance

Overpayments $23.45 million $20.91 million $2.54 million
Interim cash payment $2.38 million $2.28 million $0.10 million
Totals $25.83 million $23.19 million $2.64 million

1.2.3 Proactive contact campaign

Recommendation 3 of the 15-16 ELR was to undertake proactive contact campaigns
for priority groups. The priority groups were defined as those current and former staff
with outstanding debt that is at the highest risk of being unrecoverable. The following
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table provides an overview of progress as at 2 June 2016 of the implementation of this
recommendation. With the exception of high value cases (unresolved amounts
>$15,000), the campaign did not fully commence until late 2015. Fortnightly mail outs
are continuing, with up to 400 letters sent each fortnight. Full details are included in
Appendix 3.

Table 5 15-16 ELR Proactive contact campaign outcomes as at 30 June 2016

Implementation outcome (# cases)

Priority group employees resolved' in Escalated®
contacted progress’

Former staff with debt

identified before 1 July | 2,444 1,404 177 (17%) | 846 (76%) 78 (7%)
2011* 2/

Current staff with debt v

>$2,000 identified 861 0 0 14/ 0
before 1 July 2010° 7

F taff with &/

ormer staff wi " /Z 3)0 ,

>$15,000 outstanding 11 12 5 (% 0%) 1(8%)
/N

(IO

Current staff with \>

>$15,000 outstanding® 2 32 //’27‘(? 17 (53%) 3 (9%)
A

- &
Former staff with no 1,874 0 %\ 0 0

1

repayment agreement

/

Total 5263 | 1,445 7| 1% (17%) | 869 (76%) | 82 (7%)

in ayment agreement.

has not received any response, or is continuing to negotiate

Note: Proportions are of the number of employ
' Resolved is defined as the individugl grte
ZIn progress cases include those >

repayment or continuing discussio

% Escalated cases include those wherefafpier staff have been referred to the department’s external debt
recovery agent, or current staff have beer Peferred to the Overpayment Review Group.

* Fortnightly mail outs to former staff are co

contacted subsequent!
° Experience from th
effective escalation

There are number of important factors that have been considered in making the
recommendations included in this review.

2.1 Legislative framework

2.1.1 Financial Accountability Act 2009

The Financial Accountability Act 2009 (FA Act) requires the department to ensure that
public moneys are managed properly and operations are carried out efficiently,
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effectively, and economically. As such, the starting positions should be to recover any
outstanding amounts lawfully owed to the department. This principle is further captured
in the department’s Financial Management Practice Manual (FMPM).

Notwithstanding, there are circumstances where it may not be efficient, effective, or
economical to pursue recovery; as such, the department has implemented the
Employee debt waiver and write-off guidelines; to be read in conjunction with the
FMPM and HR Policy C48 Overpayments (the Policy).

2.1.2 Limitations of Actions Act 1974

In order to commence legal proceedings with respect to outstanding employee debt, an
action must be commenced within six years of the cause of action arising i
accordance with s 10(1) of the Limitations of Actions Act 1974 (

Table 6 Common recovery scenarios

Scenario

Debt is subject to a repayment agreement

agreem
Overpayment is not subject to a repayment when t ent was identified or ought
agreement reason een identified

Interim cash payment is not subject to a p yment was made
repayment agreement N
Corporate Loan or Pay Date Change Loan i mployee ceases employment
not subject to a repayment agreement’
In short, where time has ‘expired’ (that/i rethan six years has passed since the
cause of action arose), the department\s/arrgd from commencing legal proceedings

to recover the outstanding amg sho e noted, however, that this does not
prevent the department recoxe pUtstarngding amounts under another head of power.
2.1.3 Industrial Relations As

The Industrial Relati
that allow the dep
of current staff:

S 1999 (IR Act) provides several important heads of power
ver outstanding amounts without the express consent

* Section 396 : instalment for overpayments identified after
14 Augug Mammum deduction allowable is 25 per cent of gross payment,
howey, ticy-ppovides that the instalments will be calculated at 15 per cent of

édlary, and will commence automatically unless a dispute or financial
hardship sel essment is lodged by the current staff member within 14 days of
the overpaymerit being identified on their pay advice.

* Section 396B: deduction of outstanding Pay Date Change Loan from staff member's
final payment when ceasing to be a health employee.

e Section 396C: deduction of outstanding overpayment and interim cash payment
from staff member’s final payment when ceasing to be a health employee,
regardless of when the overpayment was identified or interim cash payment was
originally paid. This section allows the department to recover an outstanding
overpayment even if the LOA Act otherwise prevents the commencement of legal
proceedings.
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» Section 396D: defines the circumstances in which a person ceases to be a health
employee and allows the department to recover outstanding Pay Date Change
Loans, overpayments and interim cash payments from any pay out of accrued leave
entittements, even if the staff member immediately recommenced work.

2.2 Equity and transparency

It is important to note that the current outstanding balance is only a portion of that
which has been owed to the department over the last six years; many current and
former staff have already repaid outstanding amounts. As such, it would not be
appropriate to simply waive or write-off significant portions of the current outstanding

waiver would disadvantage those current and former staff done the ‘right’
thing in constructively engaging and repaying their outstandi unts.

breach of the FA
he department and
ervices having to manage
aff requesting refunds for

Further, the unintended implications of such a decisi
Act; operational costs could significantly increase as
Office of the Minister for Health and Minister for A
and respond to increased incoming correspond
amounts they have already repaid.

2.3 Responsibility versus ery capability

2.3.1 Cause of new overpdymen

Payroll Portfolio undertakes 2 @ ve-ang

2w Overpayments identified in the 2015-16 financial
100.00%
90.00%
80.00%
70.00%
60.00%
50.00%
40.00%
30.00%
20.00%
10.00%

0.00%

Cause by overpayment value Cause by number of overpayments

Cause ~
m HHS/division error mOther = Payroll Services error

Figure 2 Proportion of overpayment causes: 2015-16 financial year
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These figures demonstrate that Hospital and Health Services (HHSs) and divisions are
responsible for approximately 62 per cent of new overpayments identified by value and
almost 70 per cent by number. These overpayments result from late form submission
and/or incorrect data provided to Payroll Services. The ‘other’ category relates to
issues which are primarily outside the control of Payroll Services and HHSs/divisions
(e.g. adjustments to WorkCover payment rates, closed superannuation accounts).

Notwithstanding that significant responsibility for the creation of new overpayments lies
with HHSs and divisions, the department currently retains centralised accounting
control (i.e. loans recorded on the balance sheet of the department) and overall debt
management of overpayments, including recognising any accounting impacts of
waivers and impairments. HHSs do not recognise overpayment receivables in their
financial statements, except loans owed by Health Executive Se ployees
(including Health Service Chief Executives) and Hospital and Hg

The reality of the current situation is that while HHSs and diyisj are_gverwhelmingly
responsible for actions or omissions which result in overp
holds the entire risk in the event of non-recovery. Further,
HHSs and divisions to change behaviour to reduce théir of overpayments into
the future. ‘

2.3.2 Recovery capability

There are two primary considerations re toesavery capability:

1. The time at which an outstanding amaou comes due and payable:

b)  for other loans, they/6 ) € payable upon separation.
2. Whether or not the recQtering entity

guidelines.

While HHSs and

without any material human involvement or overhead costs. The same can be said of
loans, which are not due until separation and automatically recovered from an
employee’s final payment with very little extra effort.

In any event, overpayments and loans cannot be likened to any ‘ordinary’ debt, such as
an outstanding speeding fine or unpaid bill. The Payroll Portfolio already has effective
systems and controls in place to ensure efficient, effective and economical
management occurs in accordance with legislation and policy. The department remains
of the view that HHSs do not have the requisite capability and systems in place to
assume responsibility for any case management and recovery actions.
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2.4 Cost effectiveness of recovery and management

2.4.1 Fringe Benefits Tax
The major considerations with respect to Fringe Benefits Tax (FBT) include:

¢ |oan fringe benefits

* debt waiver fringe benefits

¢ application of the minor fringe benefit exemption

* application of the Public Hospitals’ FBT concession

* Queensland Government salary sacrificing principles requiring non-salary sacrifice
fringe benefits to be applied to any exemption or concession befere salary sacrifice
fringe benefits.

The department has received an indefinite variation to the salary g principles
to allow it to cover any FBT arising from of the Pay Date C oan. As such, any
loan or debt waiver fringe benefits arising from the Pay D nge Loan do not
need to be applied before salary sacrifice fringe benefjts-when ssing the impact of
the Public Hospitals’ FBT concession.

The department is currently preparing a submissi
Committee to seek an extension to the variatio
to cover any FBT arising from overpaymeqts and i q
31 March 2017.

abinet Budget Review
sacrifice principles to allow it
cash payments until

To minimise the overall FBT liability, th should consider:

* encouraging all staff to enter into re en) agreement for their Pay Date Change
aid until separation and/or

nagement operating costs have been considered). In order
to maximise on investment for the department, PRS should continue to focus on

risk cases e greatest chance of resolution.

In order to maximige overall return on investment and cost effectiveness of recovery
actions, the following principles have been adopted when engagement between PRS
and the current or former staff member is completely exhausted:

* in the case of former staff, referral to the department’s external debt recovery
partner,

¢ in the case of current staff, ceasing active case management as amounts may be
recovered without consent on separation.
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3. Forward Strategy

A range of ‘passive’ and ‘active’ steps should be taken to continue effectively managing
Queensland Health employee debt.

The following passive actions will continue to occur:

* Automated recovery (s 396A of the IR Act)
* Recovery on separation (ss 396B-396C of the IR Act)
* Self-initiated repayment plans for current staff

* Non-discretionary waiver and write-off of debt in accordance with the Employee debt
waiver and write-off guidelines.

In addition to these actions, it is proposed that the following acti
order to maximise recovery of outstanding overpayment and loa
actions form the basis of the Employee Overpayments Acti
Plan 12-18), which is detailed in Appendix 5.

3.1 Proactive contact campaigns

éd that PRS undertake
5 (i.e. old debts, high value
ntinue proactively contacting

ose where a current or former staff
ing that is not subject to a repayment
separation. Given the success of contacting
these individuals, it is recommendegd. that the threshold for high value cases be

reduced to $10,000 a at PRS undertake a proactive contact campaign for these
individuals.
Table 7 alue cases dgverview

558

Unreso!ved value

# of affected Total amount

employees unresolved
Current >$ 0 O 31 $069 ml||i0r‘|
staff $10,000 but <$15,000 127 $1.51 million
— \s\vooo 13 $0.35 million
staff >$10,000 but <$15,000 47 $0.59 million
Total 218 $3.14 million

3.1.2 Overpayments approaching or past time expiry

As noted above, the department should consider the operation of the LOA Act when
prioritising which overpayments should be case managed. Immediate priority should
continue to be given to overpayments identified in the 2009-10 and 2010-11 financial
years. Focus should also be given to overpayments identified in the 2011-12 financial
year, as these will begin to time expire from 1 July 2017.
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It is recommended that PRS undertake a proactive contact campaign for the following
categories of cases (not included in any other action currently under case

management):
Table 8 Overpayments and interim cash payments approaching or past time
expiry in high risk categories
# of affected Total amount
Status Category 2
employees unresolved
Unresolved amounts i
identified before 1/7/2010 Ho24 #1:83 millign
Former Unresolved amounts -
staff identified before 1/7/2011 1,989 #2542 millign

Unresolved amounts

identified before 1/7/2012 724 @(1\-24 million
\V4

>$2,000 unresolved amounts

identified before 1/7/2010 i 09 million
Current >$2,000 unresolved amounts 1853 (/ $7.81 million
staff’ identified before 1/7/2011 : )
L
>$2,000 resolved amounts .
identified before 1/7/2012 1% $4.63 million
Total 1498/ $21.02 million

' Staff are included in the earliest category in which they hay re§dlved overpayments. For example, a

former staff member who has unresolved amount§ Ydg forg/ 1/7/2010 and unresolved amounts

izdentified on 30/6/2012 would only be included in the
All unresolved amounts are included, not just those

date to when the overpayme
circumstances of that case. £4
may not be commenced:

depending on the particular
is still possible even if legal proceedings

e individuals can still yeluntarily repay outstanding amounts

* an overpayment piay covered from a final payment, regardless of when it was
identified.
See section 2.1G6r fu information on the legislative framework.

unresolved not inctuded in any of the above recommendations.

3.2 Preventing and managing defaults

Once an individual enters into a repayment agreement for an outstanding amount, this
agreement constitutes a contract. At this time, the department no longer has an onus of
proving the overpayment or loan itself; rather it is sufficient to merely prove that a valid
contract has been executed. It is important to note that such a contract need not be
evidenced by writing and may be implied.
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If an individual fails to meet their obligations under a repayment agreement, it is this
breach of contract which the department would need to pursue. Although, as noted in
section 2.1.2 above, the department has six years to commence legal proceedings
from the date of this default, it remains in the public interest to ensure that all
outstanding amounts are repaid as soon as possible.

To date, an inefficient and inconsistent approach to managing defaulted repayment
agreements has been applied, with very little focus on effective measures to prevent
defaults (whether first-time or repeat occurrences). As such, it is recommended that
the processes for preventing and managing defaults on repayment agreements is
reviewed and streamlined, including but not limited to consideration of the following
options:

* in the case of former staff who repeatedly default on repaym
leveraging the services of the department’s external debt rec

e in the case of current staff who have agreed to make re .
method (i.e. other than by payroll deduction), amendin and conditions of
self-initiated repayment agreements in Streamline to all partment to
commence payroll deductions in the event of def

e use of short messaging service or other cost-effe @l ods to issue reminders
for staff repaying by external methods @

3.3 HRPolicy C48 Overpay K'

The purpose of the Policy is ‘to outline or the recovery of overpayments

from employees’. It was last reviewed ed in July 2013 to support

amendments to the IR Act; spegt on separation and allowing verbal
consent to payroll deductions/# ih/an corporate governance document it is

increased fosus on engaging with current staff (see section
tthe Policy is reviewed, with a particular focus on

3.4 Overpayment awareness campaign

There have been several campaigns which sought to increase the awareness of
outstanding overpayments and encourage current and former staff to enter into
repayment agreements, including:

* a mail out to all impacted current and former staff in 2011, which was followed by a
12 month moratorium on Queensland Health proactively seeking to recover
outstanding overpayments and interim cash payments following the overwhelming
negative response from staff, the public and unions to the mail out.
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* a mail out to all impacted current and former staff and internal communication
campaign in 2012 following the lifting of the moratorium, which include the message
that Queensland Health would be progressively contacting staff to negotiate
repayment of outstanding overpayments and interim cash payments.

* an internal marketing campaign in late 2012 to support the implementation of self-
initiated repayment agreements in Streamline.

* an internal communication campaign in 2013 to support the introduction of
legislation changes allowing for automated recovery of new overpayments and
recovery of all outstanding loans and overpayments on separation.

e atargeted campaign in 2013 to trial HHS-specific recovery approach in Central
Queensland HHS.

* a mail out to approximately 6,000 former staff in 2014 who he
contacted by Queensland Health in relation to their outstandi
interim cash payments.

From 2014 onwards, the department’s focus has been pri
staff with outstanding overpayments and loans. Although

seek to reduce the total outstanding bal
section 2.4.1).

overpayments to
campaign, com

enhancements Tn Streamline requiring staff to view and acknowledge messages
from PRS before being able to proceed to other functionality.

* overpayments roadshow involving case managers and senior stakeholders within
Payroll Portfolio and HHSs to provide current staff an opportunity to discuss their
overpayments face-to-face.

Full stakeholder engagement will occur prior to the overpayment awareness campaign
being implemented. The final initiative deliverables will be subject to appropriate
endorsement and approval. Refer to the Action Plan 16-18 in Appendix 5 for further
details on the proposed timeframes.
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3.5 Enhancing accountability

As discussed in section 2.3.1, approximately 70 per cent of new overpayments result
from the late or incorrect submission of paperwork. As such, it is recommended the
department seek to enhance accountability of HHSs and divisions, including but not

limited to the following initiatives:

e overpayments roadshow involving senior stakeholders within Payroll Portfolio to
discuss overpayments management and recovery with senior stakeholders in HHSs
and divisions (to be aligned with the overpayments awareness campaign proposed
in section 3.4).

* implementing quarterly performance reporting to Health Service Chief Executives,

Deputy Directors-General, Chief Finance Officers and Executj ctors
Workforce/People and Culture, including the opportunity to ith)genior
stakeholders within the Payroll Portfolio to discuss results es to address
the issues.

» fully investigating the benefits of implementing a line in and /approach to
transition responsibility for recognising new overp Si ancial statements

from the department to HHSs (see section 3.5.1).

orkforce Management
Project to reduce the incidence of overpaymen i future. This project is about
tficiently manage its workforce. This
ward compliance controls and
upport HHS and divisional

ents resulting from late form

Il Services.

includes ‘real-time’ roster management, au
reduced use of paper-based forms, all
managers to prevent the occurrence o
submission and incorrect data prow

options for better aligning accountability and responsibility for causing overpayments.

Feedback from stakeholders within the department has consistently supported the
preferred option as only transferring financial accounting responsibility for newly
identified overpayments. The key features of this approach, if implemented, would
include:

» existing loans and overpayments would continue to be recognised by the
department, regardless of type and employee status.
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* new overpayments would be recognised by the HHS/division in which the
employee is currently working, regardless of prescribed employer status.

* the recognising entity would be responsible for accounting for impairment
expenses and losses.

* system changes would be minimised, and risks more manageable, as a result of
no transfer of existing loans.

Appendix 6 provides further details on the four main options, and details the primary
risks and issues that need to be considered.

@
>
@
@
@
A
Q&
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Appendix 1

Employee Overpayments Action Plan 2012-16: Update

| 2012-13 FY

201314 FY |

2014-15 FY \

2015-16 FY

Overarching strategic objective
I STABILISE MANAGE

5]

PREVENT

approach regarding employee overpayments that will:

To provide a structured, prioritised and cost-effective |

* maximise amounts recovered
= minimise financial risks
+ deliver fair, culturally aligned outcomes

Payroll Recovery Services is responsible for
managing employee overpayments on behalf of

Queensland Health with a focus on delivering Phase 1

quality, resp , accol and STABILISE PREVENT
focussed recovery services. -
Phase . Create a stable foundation for recovery
objectives activities to support prompt recovery of new practices across the system
overpayments and maximise recovefy or current staff — Support focussed, local strategies to drive
when staff leave behavioural change and reduce the
K tratedi incinl occurrence of new overpayments
Syisinaied epL DCIPOS Timing May — Nov 2012 W 2012 - péfﬂﬁ}\ § U} Jul 2013 - Jun 2015 Jul 2014 - Jun 2016
1. Prioritised action Key v Lift the moratorium on recovery istative chal g\_s/lﬁplement former staff contact campangn —} Introduce roster management and I|ne

Activities prioritised based on financial risks and the actions .3 Notify all individuals with outstanding
value of overpayments impacted debts

2. Equitable outcomes +»" Waive debts <$200

Resolution outcomes should be consistent and not «Change the pay date to allow more time

‘disadvantage’ those who have taken proactive steps v
to work constructively with Queensland Health

3. Inf Hd

Decisions with significant financial implications should
be evidence-based wherever possible

4. Individual support

for forms submission and proc g

(high risk debts)

Establish debt and civil recovery
processes for former staff (to ensure
streamlined resolution)

Focus on high value overpayments
Introduce self-initiated repayments

Test HHS-specific recovery approach
Stop covering FBT liability (to incentivise
repayment)

+* Focus on older debts

Continue the commitment to case management
support and individualised attention

Key v,
milestones 5

Key assumptions

A. Overpayment resolution activities need to be
managed sensitively and individuals supporte
throughout the process.

B. Risk that overpayment is unrecoverable or will be

0.CQHHS campaign completed
+1.6,200 former staff contacted by mail

2 First former staff cases sent to debt
* recovery

+}3.First legal cases

¥4.$4.0m in committed repayments through
Streamline

15.FBT liability shifts to individuals
.J6.Start focus on older debts

J7.Decision point on commercial
recoverability of former staff debts

o

manager self-service in core systems

Clarify system-wide responsibilities

regarding new overpayments

«» Identify potential consequences that may

~ drive behavioural change (e.qg. financial,
personal, process)

.+ Provide HHS-specific data on form
submission performance

—» Liaise with HHSs on locally-driven
strategies

W

S

3,

Vv

3

utcomes + Clear message regarding recovery intent  «

Individual awareness of debts

New overpayments recovered efficiently
(within & months)

Prevented large increases in former staff
debts (high at risk profile)

Removed manual paperwork

challenged is greatest for: (1) former staff debts,
(2) high value debts, (3) older debts.
. No extemnal action (e.g. debt or civil recovery) will
be pursued against current staff.
. Waivers of overpayments should be avoided due
to Fringe Benefit Tax implications.
E. Wirite-offs will only be undertaken where a debt
has been assessed as not commercially viable to
recover.

Fewer small debts
Reduced new debts

.
.

Legend

Fully imp ementec/ongoing o Mot y=t comrmenced

= Cormmenced by not yet £y implemented Dezision made not to pursue

« Assessed value of local recovery
campaigns

+ Awareness, management and resolution
of all former staff overpayments

Clarity on scope of non-recoverable debts
Online self-management mechanism
Increased staff incentive to repay

Significant balance reduction by
EOFY14-15

Overpayment and loans review
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= Clear accountabilities
* Modernised systems and processes

= Support for informed local behavioural
change

* Reduced reliance on paper
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Appendix 2 Employee loan balances as at 19 June 2016

Loan type' Current staff balances Former staff balances Total balances

» = 6 O TS 0 s - ° S » s 6 © oS

B | £2 |;E2% 28 | B3 | z2 | ;5_| 22 | Bg | 2 | :2% I8
83 | £8 EIS o it (RIS e o RIS Fe0 @ 83 23 D 2
= S c o9 o c =i S € gwﬁ o c = S5 c o O o c
© g o8 ° 2 e = o8 = =G T g o8 ° 3 EG
i Q 23 =l bl o 2 =p =0 o 23 >3

Gorpprale 2,107 1.15 1.15 0 102 0.04 0 1.19 1.15 0.04

Loan

Pay Date

Change Loan | 34048 | 7316|7316 0| 2175 %is @ 75.91 7463 1.28

A\

LCCH Comm. : i 0 o : \ @ 0 0 0

Loan S~

Overpayment | 32,924 | 39.96 4.19 35.77 i Q@) N 467 | 1624 | 43308 | 60.87 886 | 52.01

< L

Inferimssash 2,469 3.41 0.22 3.19 V ~ 229 0.58 171 3905 5.7 0.8 4.9

payment A

Total® 48,757 | 117.68 /B’é %e\.se }%os 25.99 672 | 19.27 | 60,563 | 143.67 | 8544 | 5823

A\

N
Fpose and r ment é)}ﬁtions for each loan type.

5 IIO i d\are the Rurpber of unique employees who have at least one outstanding overpayment or loan. That is, if an employee has

! Refer to Table 1 for further details of p
% Total number of affected employee
more than one outstanding loan, t

eported in the total; as such, the total number of affected employees are not a sum of the number of affected
employees for each loan type.

@ET Fﬁw@ 7[18@3 7 Overpayment and loans review
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Appendix 3 Status of proactive contact campaigns as at 30 June 2016

Priority ¥ Status after initial contact (# cases) Status after final notice (# cases)

15-16 ELR
group employees in final notice 1 in
resolved

. I 3
issued progress? | €2 ated

Jgops contacted | Resolved' Sates escalated®

Former staff

with debt . ) . . { .
entified 2,444 1,101 154 (15%) | 765 (69%) 56 (5%) 126 (11%) 23 81 (7%) 22 (2%)
ST S

Current staff Q@
with >$2k
identified At 0 0 0 0 0 0 0

0
<1/7/10 N\ ()/‘9
Former staff K/ —~
with >$15k 11 12 5 (42%) 6 (50%) o) <J 0 0 0 0
outstanding A\
N\

\
Current staff @

with >$15k 73 32 12 (38%) < 6 (50%) 349%) 1(3%) 0 1(3%) 0
outstanding

Former staff i ~>

without rep. 1,874 0 0 0 0 0 0
agreement4

Total 5,263 1 ,145</ \(1 (1 5%1\ 787 (69%) 60 (5%) 127 (11%) 23 (2%) 82 (7%) 22 (2%)

v
es contyclied.
into a repayment agreement.

not received any response, or is continuing to negotiate repayment or continuing discussions
ave been referred to the department’s external debt recovery agent, or current staff have been referred to the

Note: Proportions are of the numb
' Resolved is defined as the indiv
2In progress cases include those
® Escalated cases include those whe
Overpayment Review Group.

t Fortnightly mail outs to former staff are tinuing, with up to 400 new contacts made in each mail out. Scope will be reviewed in accordance with the
recommendations of this ELR. Priority has been given to Former staff with debt identified before 1 July 2011, other former staff with no repayment agreement will be
contacted subsequently.

5 Experience from the high value current staff cases indicated limited success. This is because a lack of effective escalation measures for PRS when engaging with
current staff. As such, it was decided that this priority group would be placed on hold, pending the recommendations of this ELR.

® The significant variance in scope identified in 15-16 ELR and actual number of employees contacted resulted from further detailed analysis to confirm scope before first
contact was made.

@ -17 Eﬂ[@yi?s@e ort — Overpayment and loans review
D@H':' orwe W[ = RTI Document No. 35 -7



Appendix 4 Case Management return on
investment

Overview

Case management is one the mechanisms for resolving and recovering outstanding
overpayments and loans. It is the primary mechanism for resolving and recovering
outstanding historic overpayments.

Background

PRS was established to support and work with staff to resolve outstanding

overpayments and loans. A case management approach has b‘4: F p!

d to manage

a0
oufstanding overpayments and loans, with 30 FTE focussed on g
former staff to address issues and/or questions, and facilitafirig resok
repayment of outstanding amounts. A further 15 FTE provide [ financial,
administrative, operational, governance and assurance suppoft to/phanage

following mechanisms:

» Self-Initiated Repayment Plans (onlingwvia S
* recovery on separation in accordance e
* business-as-usual deductions for ne nts in accordance with the IR Act.

Contribution to overpa tion outcomes

Over the 2014-15 and 2015-16

* average case managementyxetavery was $0.57 million p.a. per case manager

* average salary and gxpenses was_$0.12 million p.a. per case manager

* netreturn on inve is $0.45 million recovery p.a. per case manager

- N

Amount recovered ($ millions)

® Case management = Self-Initiated repayments

Y on sap

2016-17 Employee Loans Report — Overpayment and loans review
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Workforce profile

1x AO8
Manager

1 x AOB
Service Leader

Case Management Governance & Assurance Finance &
Operations

1 x AO5 1 x AD5 1 x AO5
Service Correspondence i Service
Coordinator Coordinator Coordinator

2 x AD4 :
Case Managers

3 x AO5 2 x AD5
Service Senior Case
Coordinators Managers

25 x AO4
Case Managers

2 x AD2
Admin Support
Officers

Operating costs

Actual labour and non-labour expenses for 014=15 and 2015-16 financial years
are detailed in the following tables.

Labour expenses (FTE and {otal ns@) for 2014-15 and 2015-16

financial years ﬂ

| Case Governance and Finance and
‘ Management Assurance Operations

Pay Leadership
grade

0.88

AO8 FTE $%\w

AOS5 | é‘?é $828,103 | 024 | s1gg701| 1001 s217812
AO4 | 2420 54172381 | D20 | sorse6 | [12] 81215614
AO3 e | 039\ $52,742
Total | L8| 467,721 | 2222 | s5000574 | 312 ss13,101 | SF| 91,486,167

2016-17 Employee Loans Report — Overpayment and loans review
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Non-labour expenses for 2014-15 and 2015-16 financial years

Expense Leadership Case Governance Finance and

Management and Assurance | Operations

Bank fees' $53,056
ggggyter and IT $3,120 $50,741 $5,257 $14,551
Debt recovery :

commission® $314,744 BelEgonce ol Biaiiamng Lt al
Deprec:ia\tion2 $11,474 $186,581 $19,332 $53,505
Domesti;: $78 $1,267 $ $363
supplies !

External access” $1,125

Legal fees® $1,530

Office supplies® $339 $5,51 $571 $1,582
Posta%e and % $133

freight

Q =
Travel expenses® \%&4—? $369 $369
Total $16,136 @5 ,044 $25,660 $123,559

' Bank fees have been 100% apportiopEe-Q iréhc@gaj/d/Operations as they are expenses that would
continue regardless of recovery meth @
= DAO

2 Expenses which directly relate to
on FTE.

3 Debt recovery commission and legal fegS\have been 100% appointed to Case Management as they
have only been incurred as a result of casexganagement activities.

* External access has bee to Leadership as only the Manager and Service Leader use
this service.

and Operations (5%) pa¢ el usage.

® Travel expenses hdyé be ned between Case Management (90%), Governance and Assurance

(5%) and Finance arid Operations (5%) based on estimated usage.

Total exp a" or 2014-15 and 2015-16 financial years
Expense tvpe I Leadership Case Governance Finance and

Management and Assurance | Operations

Labour $467,721 $5,000,574 $513,191 $1,486,167
Non-labour $16,136 $569,5644 $25,660 $123,559
Total expenses $483,857 $5,570,118 $538,851 $1,609,726

Case management operating costs

The following costing components were included to calculate the total case
management operating costs as detailed in the below table.

* all case management labour and non-labour expenses

2016-17 Employee Loans Report — Overpayment and loans review
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* a fixed proportion of 30 per cent of PRS leadership labour and non-labour expenses
(this recognises that the majority of effort from these roles would continue to be
required, regardless of repayment mechanism)

* a nominal amount of $100,000 p.a. for executive review and approvals.

Expense Total expense (for ‘ Average expense
14-15 & 15-16 FYs)

Case management labour and non-labour $5,570,574 $2,785,287

30% of leadership labour and non-labour $145,158 $72,579

Executive review and approvals $200,000 $100,000

Total $5,915,732 $2,957,866

Case management return on investment

Recovery due to case management

$566,631

5}954 866

Case management operating expenses $120,483
Case management return on mvestment/\ $)¢ 952,925 $446,148

2016-17 Employee Loans Report — Overpayment and loans review
=199 =

D@ H=mmﬂﬁi7=©@%ocument No. 39




Appendix 5

Overarching strategic objective

To provide a structured, prioritised and cost-effective

approach regarding employee overpayments that will:

* maximise amounts recovered

+ minimise financial risks.

= deliver fair, culturally aligned outcomes
Payroll Recovery Services is responsible for
managing employee overpayments on behalf of
Queensland Health, with a focus on delivering
quality, resp ive, and out
focussed recovery services.

Key strategic principles

1. Prioritised action

Activities prioritised based on financial risks and the
value of overpayments impacted

2. Equitable outcomes

Resolution outcomes should be consistent and not
‘disadvantage’ those who have taken proactive steps
to work constructively with Queensland Health

3. Informed decision-making

Decisions with significant financial implications should

be evidence-based wherever possible
4. Individual support

Continue the commitment to case n it
support and individualised attention

Key assumptions

A. Overpayment resolution activities need to be
managed sensitively and individuals su
throughout the process.

B. Risk that overpayment is unrecoverable or will be

challenged is greatest for: (1) former staff debts,
(2) high value debts, (3) older debts.

C. No external action (e.g. debt or civil recovery) will

be pursued against current staff.

D. Waivers of overpayments should be avoided due
to Fringe Benefit Tax implications.

E. Write-offs will only be undertaken where a debt

has been assessed as not commercially viable to
recover.

DOH-E ket 7~00

Employee Overpayments Action Plan 2016-18

July — December 2016 | January - June 2017 |

July — December 2017 3

V;January = June 2018

\ RECOVERY |

@ @ ® ®

| RESPONSIBILITY

RN

® @

@

RECOVERY
Focus on high risk debts
« Streamline recovery processes

= Investigate options to incentivise repayment by current
staff

= Determine long-term strategy for external debt r e
partnership Inchgade HHS responsibility for new overpayments

Objectives

Timing  duy2016— e 20T\ \ V7 |V October 2016 - December 2017
Key . i r high gk ge&/ iaise with HHSs on locally-driven recovery strategies
actions . aglaging an Stop covering FBT liability (to incentivise repayment)

* Review HR Policy C48 Overpaymenis

Clarify system-wide responsibilities regarding new
overpayments, including transition of responsibility for
financial accounting of new overpayments to HHSs

* Undertake overpayment awareness campaign

s
and

PREVENTION

Improve workforce management practices across the
system

Support focussed, local strategies to drive behavioural
change and reduce the occurrence of new overpayments

July 2016 — June 2018
Introduce roster management, manager and employee
self-service in core systems
Liaise with HHSs on locally-driven prevention strategies
Undertake overpayment awareness campaign

.

. HR Policy C48 Overpayments reviewed

. Implement Streamline enhancements to increase
awareness

9. Implement temporary lower min repayment instalments
10.FBT liability shifts to individuals

11.Validate system-wide roles and responsibilities

12.New overpayments recognised by HHSs

o

. Contact all current staff with >$2,000 from <1 Jul 12
ormer staff balance <$20m

VConlinued decrease in outstanding balance
Improved efficiency of recovery processes
Clarity on future of external debt recovery partnership

+ Increased staff incentive to repay
+ Clear accountabilities
+ Increased manager incentive to prevent

* Awareness, management and resolution of all high value
cases

— Overpayment and loans review
RTI Document No. 40

* Modernised systems and prucesées
= Support for infarmed local behavioural change
« Reduced reliance on paper
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Appendix 6 Options: recognition of overpayments and loans by HHSs

Key assumptions

1. If any overpayments and/or loans are to be recognised by an entity other than the department, the amounts will:

1.1. be recognised in the HHS/division in which the employee is currently working (regardless of prescribed employer status and/or
cause of the overpayment) and :

1.2. ‘follow the employee’ if they move between HHSs/divisions.

2. Overpayments and/or loans owed by former staff will be recognised by the department in a

Orition 3: Transfer all
cverpayments

Option 1: Line in the sand
(preferred option)

Entity responsible
for...

Option 4: Transfer all loans

recognising existing
loans

¢ DoH: all debts, regardless

of type and employee
status

HHSs: Debts o

cuti N

“HHS/divisions: Al
overpayments owed by
current staff

e DoH: All other debts

HHS/divisions: All debts
owed by current staff

DoH: All debts owed by
former staff

recognising new *
overpayments

Current staff: HHS/ divisi
employee is currentl
working in

Former staff:

A\

HHS%: Al debts-6wed by
curre ecutive
employeés

oH: All other debts

e Current staff: HHS/ division
employee is currently
working in

e Former staff: DoH

Current staff: HHS/ division
employee is currently
working in

Former staff: DoH

method of .
transferring
opening balances
(see Key issues)

Not required

* Required as above (cash,
or equity or back-to-back
loans)

Required as above (cash,
or equity or back-to-back
loans)

accounting for »
impairment/losses

Entity recobﬁising
overpayments and loans

Entity recognising
overpayments and loans

» Entity recognising
overpayments and loans

Entity recognising
overpayments and loans

DOH-lrat sy 7-00 7
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Consideration

Option 1: Line in the sand

Option 2: Status Quo

Option 3: Transfer all

l Option 4: Transfer all loans

Risk assessments
(see below table).

Note: Assessment for
options 3 and 4 may
vary depending on
transfer method.

(preferred option)
* R1: medium (9)
* R2: medium (8)
* R3: medium (9)
* R4: low (4)

e R1:nil
* R2:nil
e R3:nil
* R4:nil

overpayments
* R1: high (16)
* R2: high (15)
* R3: high (18)
* R4:low (4)

R1: high (20)
R2 high (15)
R3: high (18)
R4: low (4)

Pros * Incentive for HHS * Risks are almost entirely . Increased drivers for HHSs
behaviour change mitigated to engage with current staff
(submitting forms on time) to repay outstanding loans.
* Limited impact on HHS . DoH financial risk
financial statements decreases.
(almost 90% of new Incentive for HHS
Overpayments recovered behaviour Change
within three months of (submitting forms on time)
identification).
* Lowest risk assessment, {
except status quo option.
* More manageable system
changes than other options. A
Cons e Noi tive for behaviour = Significantly increased Significantly increased

historic overpa

¢ DoH continues to wear biy|
of the risk in relatio

chang area causing
overpayments, such as late
orm submission by HHSs

financial impact on HHSs.

¢ Level of benefit and driver
for behaviour change
depends on type of transfer
(i.e. equity or cash).

¢ Potential (moderate)
employee impact — data
changes in Streamline

¢ Significant system

changes.

financial impact on HHSs.

Level of benefit and driver
for behaviour change
depends on type of transfer
(i.e. equity or cash).
Potential (moderate)
employee impact — data
changes in Streamline
Significant system
changes.

DOH-een i 7-00 7
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Risks associated with transferring existing debts

Risk Assessment’

’ Potential mitigation strategies

Potential residual risk

HHSs do not accept transfer ¢+ 0O1: medium (9) = Approval is sought from the Minister ¢ HHSs/Boards may remain dissatisfied
decision — Board chairs raise | « Q2: nil (no transfer) before any further consultation and/or with the response/decision.
ry | ESUBMT NS MInIEIEn. « 03: high (16) decision. » Potential reputational fall-out if this
« 04: high (20) * Minister is fully briefed on the benefits issu€reashes the media as the decision
- g and impacts of any transfer in order could bg s€en as the ‘bureaucracy’
effective respond to HHS concerns. - deflgg ngﬁm-service delivery’ issues.
Cost of implementing decision | = O1: medium (8) ¢ Undertake a full cost-benefit analysis C m\é*aenéfits (e.g. behaviour change)
outweighs the benefits. « 02: nil (no cost) prior to final decision. 9 not easily quantified.
2 * 0O3: high (15) O \
* O4: high (15) A ) /™M
System changes are unable * O1: medium (9) * Lead time of 6 o] tks/ qui d\fo/ = If interim solution is pursued, report and
to be delivered prior to e 02: nil (no system allow consultation and e controls would need to be developed to
implementation date. System change required) [ uirements. ensure obligations under the Financial
configuration is likely to be 03: hi naaged in Accountability Act 2009 are met.
. . . - high (18) g 3 L ;
complex and impacts multiple ) hange and Release Residual risk is that human error in the
R3 | systems (SAP, FAMMIS and | * O4: high (18) bcess. generation and processing of journals
DSS). S3dates provided to SLF to causes incorrect financial reporting.
2l|ow for decision to delay of
wrplementation if necessary.
* Potential interim solution is to process
TN\ regular journals.
Fortnightly pay run and » System changes should be minimised. » Defects/unforseen performance impacts
system performance genexa « Effective performance and load testing may not be realised until after
could be compromised if should oceur. implementation.
R4 BUSINESs tequirtinets. 03: low (4) « Process should be simplified as much | * Simplifying the process may reduce the
beconteiido complax{causing: . - as possible benefits — the area responsible for
significant system overhead). - low{d) causing the overpayment may not be

impacted directly and therefore not
result in the desired behaviour change

DOH-lratséy 7-00 7

' Assessment of risk has been undertaken in accordance with the Department of Health's Risk Matrix, based on the assumptions and options detailed above. The Risk

Matrix is provided at the end of this Appendix.
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Key issues to consider

Issue ‘ Options ‘ Comments
Who should recognise the loans 1. The HHS in which the employee | ¢ Preferred option — assumption 1.1
(‘recognising entity’)? is currently working (whether » Ensures all HHSs have a proportionate driver for behaviour change.

Employed. By thc RELSorDok) ¢ Not consistent with the treatment of ather receivables and liabilities.

Not all HHSs are prescribed
employers. Non-prescribed HHSs

only have a direct employment
relationship with some of their staff
.g. HES, VMOs).
(e.g ' 5 2. Employing entity * Consistent withrs N @r receivables and liabilities (e.g.
Purchased Le pale e)

pacted — may decrease driver for behaviour
han ub iﬂ' forms on time).

>

Should fault/cause be considered in
determining the ‘recognising entity’?

/\-/F‘ eferred option — assumption 1
* Reduces complexity of system changes required.

* May result in greater push back from HHSs during implementation as
they may have to account for overpayments caused by another HHS
or payroll processing error (both on initial recognition and when
employees move between HHSs).

Most overpayments are caused by
late form submission. However,
these may be identified after the
employee has moved to another
HHS.

A minority of overpayments are < * Reduces pushback from HHSs during implementation.

caused by payroll processing erro a) Time period and cause of * Significant increase in the complexity of system changes required —
overpayment is considered lengthens lead time and put fortnightly pay run at high risk of not
(new overpayments being delivered on time.

recognised by the entity which | « Thjs is not possible in the case of Option 4.

Gansed the pyerpayment). ¢ Employee’s current HHS may not be the HHS which has recognised

b) Loans will not follow the a loan — increased complexity in the management of overpayments
employee’ as they move and loans.

between HHSs.

016-17 Employee ns Report — Overpayment and loans review
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Issue
managed?

At implementation, some former
staff may not have worked for HHSs

How should former staff loans be 1.

1 Options

Former staff loans at
implementation and residual
loans after staff separate are to
be recognised (and managed) by
DoH.

‘ Comments

* Preferred option — assumption 2.

* DoH has effective recovery process in place, including existing
relationship with an external debt recovery partner.

» This option allows HHSs to focus on supporting recovery from their
current staff.

for as long as 5 years (prior to
establishment of HHSs). Further,
once staff cease employment,
HHSs no longer have a current
employment relationship with these
former staff.

Loans are to be recognised by
the last HHS in which the staff
member worked.

« Likely to have significant push bz
to historic overpayments.

W, HHSs, particularly in relation

for initial transfer and ongoing
recovery if Options 2 to 4 are
pursued?

What financial method should occur | 1.

Loans are transferred in
exchange for cash (cash
arrangement)

2\

0 @ ouhising entity from DoH

, sfer cash consideration to DoH
afisferred to recognising entity.
ed arrangement for any transfers.

‘Back-to-back’ lo
arrangements (cash
arrange nt)

(C
\E .

cognising entity enters into loan arrangement with DoH
= Cash recovered is transferred to DoH to repay loan

« Administratively onerous given significant loan arrangements to be
managed between DoH and HHS.

¢ Risk exists for DoH and HHSs

r
C arran

via e}m\ﬁy (non-cash
ent)

* Loans transferred to recognising entity from DoH by way of equity
injection

* Cash recovered OR return of equity is transferred to DoH

* Administratively onerous to manage and track equity transfers.

* Risk exists for DoH and HHSs.

DOH-tkbissa 7-00 7
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Department of Health Risk Matrix

Consequence

Negligible Minor

| Moderate | Major | Extreme ___

Almost Certain | Medium (7) Medium (11)

Likely Medium (10)

-Mecflum(gl oM

Medium (6)

Possible

Unlikely

o

=]

=]
£
o
=
—d

Rare
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1. Overpayments activity in pay period PP27_1516

Overpayments recovered from
Amount staff

Overpayment agreements made with
Amount staff

Overpayments identified from
Amount staff

Department of Health

Overpayments Dashboard for PP27_1516

Change in overpayment balance

$445,125 reduction

1,673

Loans Created

with

2. Outstanding overpayments

Overpayments balance

$66,219,593

Total value of overpayments currently owed

33,494
Salary Overpayments $40,030,914

Amount

$3,414,775

Amount

Current Staff

Interim Cash

Future repayments agreed

$5,863,421

Value of overpayments agreed but not yet repaid

Unresolved overpayments
$60,356,172

Value of overpayments not subject to a repayment
agreement

10,757
Overpayments $20,516,044

@V Amount
Interim Cash

Amount

3. Historical overpayments profile

Bulk debt waviers Pay date change

$2,257,860
ecovery on Termination

Automated and Self
initiated repayments

Morato, W
A\
"

$100M —
—
$80M | \
$60M7 /
$40M —|
7

= <\\
$OM
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4. Recovery progress - year to date

———- Anfudl Recovéry Target$24.1m -
$30M —
$25M —
$20M —
$15M —
$10M —

$5M —

$OM —

Actual + Projected Recovery

$26,297,108
Recovered in FY15/16

I Current Staff Former Staff

-] -] -] -] -]
“\7_“\ ooV “&7_“\ “67'“\ “61“\ @ oV “%TL“\ W ,\rLTL“\ ,\'5'.7'“’\

o §

N ® )

o
OV o
@F @ P

5. Key overpayments performance indicators

86.6%
Target : 75%
Percentage of repayments commenced within four pay
periods of overpayment notification

REIR-

Target :

\-J \-J \-J \-J \-J \-J \-J o
A

85.4%

Percentage of eligible overpayments repaid within six
pay periods of overpayment notification.
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$7,351 paid to 24 staff

75% Target : $0

Nett amount paid to terminating staff who have an
outstanding payroll debt
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Queensland Health

HealthSupport Queensland Payroll Portfolio

Audit and Risk Committee

Meeting Date: 29 July 2016
Agenda item: 10 — Overpayments update
Presented by: Philip Hood, Executive Director, Payroll Portfolio
Attachments: 1. Overpayments Dashboard PP27_1516
2.2016-17 Employee Loans Report
3. Action 28-03: Response to salary overpaymern gposlal
4. Salary overpayment proposal //7

\//\
Recommendations %

It is recommended that the Audit and Risk Committee:

¢ Note the update on the status of overpayments and loaps-ma ent and recovery.
¢ Note the 2016-17 Employee Loans Report (Attachme
¢ Note the Payroll Portfolio’s response to the sal erpaymeént proposal (Attachment 3).

Headline issues
7/ A

1. 2. \VJ . 3.
; in
ment Lé? teri Recovery starts for >86%
ng;?élnc;\éei%%%r&ent ove ° an16|n enm new overpayments within

two months of identification

Former staff owe <$23M get - $24.1M Target - 85%
arget - $22.6M
&
=
3 5. 6.
é\\ <$§M in overpayments >23% of cases referred to
53% or $1.5M of pay date NI\ identified on pay date ARL have been
change loans owed b Jun 2016 (0.35% of net repaid/repaying ($1.2M)
re;‘;r;‘;eénitzzr ’_‘ e pay run) >$0.8M recovered
/__, Average - $0.6M 6.9% commission
— \\
7 ~ 8 9.

1,054 staff in high risk Internal Audit reviewed
groups contacted PRS reconciliation
~15% repaid/repaying processes — remedial
actions underway to
address medium finding

5 key recovery and
management strategies
detailed in 2016-17

~25% under case Employee Loans Report

management

Note: Headline issue numbers align to correspondence detail in the update below.

Queensland
Government

DOH-DL 16/17-0@&ecument no. 2



Overpayment and interim cash overview (as at 19June 2016)

1. The outstanding balance is continuing to decline at a steady rate and is $66.22 million compared to
$67.84 million as at 27 March 2016. Of this amount, $22.77 million is owed by former staff, compared
to $23.25 million as at 27 March 2016 (Attachment 1, section 2).

e Taking into account committed repayment plans worth $5.86 million, the unresolved overpayment
balance is now $60.36 million, compared to $61.37 million as at 27 March 2016 (Attachment 1,
section 2).

2. A total of $26.30 million in overpayments was recovered in the 2015-16 financial year, exceeding the
full year recovery target of $24.10 million (Attachment 1, section 4). The 2016-17 recovery target has
been set at $22.6 million.

3. Recovery for over 86 per cent of new overpayments commences within twa months of identification,
with over 85 per cent fully recovered within three months of identificati chment 1, section 5).

Pay date change and corporate loans overview (as,a 1 e 2016)

¢ Pay Date Change and Corporate Loans are recoverable upon s f employment.

4. The outstanding balance owed by former staff is $2.80 milliop account committed
repayment plans worth $1.48 million, the unresolved balandeis/Ah32 million.

¢ Loans still owed by former staff are included in debt rec

e The outstanding balance owed by current staff is $74. iap, with $5.60 million under a repayment
agreement. The remaining $68.71 million will bexeco o geparation.
Overpayment identification, preventj anagement

5. Approximately $0.60 million in overpayments idgntified on pay date 29 June 2016
(Attachment 1, section 1). This equates K ly 0.35 per cent of the net pay run. Since Pay
Date Change in October 2012, the aXig ication rate has been approximately
$0.6 million/pay period.

— 155 (14.7 per cen
— 206 (19.5 per cent) are currently in the case management process

aye entered into a repayment agreement

— 15 (1.5 per cent) have been issued a final notice
— 57 (5.4 per cent) have been referred to ARL for further action.

— 621 (58.9 per cent) have not yet contacted Payroll Recovery Services (PRS) and not yet been
issued a final notice.

e The focus of this contact campaign is in relation to current and former staff with overpayments
identified prior to 1 July 2011. The outcomes of this campaign have been used as a basis to reassess
the impairment calculations in relation to overpayments identified between March and December
2010 for the department’s 2015-2016 financial statements.

DOMEDIE DL PO o oo



8. At the request of the Executive Director, Payroll Portfolio, Internal Audit undertook a review of PRS’s
general ledger reconciliation processes to consider whether it is consistent with the principles outlined
in the department’s General Ledger Reconciliation Framework and Guideline (16HSQO03). Only one of
the two medium findings related directly to issues within the control of Payroll Portfolio. PRS is on
track to complete remedial actions within target implementation dates.

¢ In the period 28 April to 19 June 2016, $158,002 has been waived or written off:

Reason # Employees Total Value
Deceased estates 1 $2,000
Terminal illness 1 $2,118
Bankruptcy 21 $4,490
Legally unrecoverable 1 $49,222
Recovery is commercially unviable 6 //-77/\ $2,532
Other* 59 \\/ )] s97640

Total 89 /7 $158,002

\_/
! Other includes cases where overpayments were unable to be evidenced or other Q(t@circumstances where the

Manager, Payroll Recovery Services recommended that a waiver was the only efficient ¢ of action.
2016-17 Employee Loans Report @

9. The purpose of the 2016-17 Employee Loans Report ( is to:

e provide an overview of the current status of loans and

ents owed by current and former staff

a
e report on the progress of the recommendations 2 Employee Loans Report

e report on the progress of objectives, actions a
Action Plan 2012-16

¢ identify issues related to overpayment
considered and

s detailed in the Employee Overpayments

o recommend objectives, actions an
in 2016-18.

The Manager, PRS has consult
including Payroll Portfolio, H
Overpayment Review Grou

It is recommended that t
five key recommendatje

e Undertake proa
e Review and strea e processes for preventing and managing defaults on repayment agreements.
e Review HR Policy C48
¢ Undertake an overpayment awareness campaign to increase the rate of recovery from current staff.

e Enhance Hospital and Health Services accountability by implementing a line in the sand approach
to transition responsibility for recognising new overpayments in financial statements from the
department to Hospital and Health Services.

Document details

Version: 1.0 Submitted through: Cleared by:

Author: Dylan Adams Name: Philip Hood Name: Gary Uhlmann

Position: Manager, PRS Position: Executive Director, Payroll Portfolio Position: Chief Executive Officer HSQ
Telephone: Telephone: Telephone:

Date: 12 July 2016 Date: 12 July 2016 Date:
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Department of Health

Overpayments Dashboard for PP01_1617

Overpayments recovered $893,396 from 4,874 Change in overpayment balance

Amount staff $51,769 reduction
Overpayment agreements made $616,429 with m

Amount staff
Overpayments identified $841,627 from m with m

Amount staff Loans Created

2. Outstanding overpayments

Overpayments balance Future repayments agreed Unresolved overpayments

$66,103,147 - $6,041,475 $60,061,671

Total value of overpayments currently owed Value of overpayments not subject to a repayment

agreement

orme
Salary Overpayments $39,983,334 @Zy Overpayments $20,460,757

Amount Amount
Interim Cash $3,411,061 Interim Cash $2,247,994
Amount , Amount

3. Historical overpayments profile

Automated and Self

Bulk debt waviers == Pay date change Morato i ecovery on Termination e
initiated repayments
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$893,396

4. Recove rogress - year to date
'y Prog Y Recovered in FY16/17

==== A £ 2 $R2.6m e Actual + Projected Recovery [l Current Staff Former Staff
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5. Key overpayments performance indicators

88.0% 89.7%
Target : 75% Target : 75%
Percentage of repayments commenced within four pay Percentage of eligible overpayments repaid within six
periods of overpayment notification pay periods of overpayment notification.

'Hﬁ'sug?i"%i?@%iezﬂ@@zocum’@PPtﬁNo. 51 Page 1 of2

$16,955 paid to 22 staff
Target : $0

Nett amount paid to terminating staff who have an
outstanding payroll debt




Queensland Health

HealthSupport Queensland Payroll Portfolio

Audit and Risk Committee

Meeting Date: 24 August 2016

Agenda item: 10 — Overpayments update

Presented by: Philip Hood, Executive Director, Payroll Portfolio
Attachments: 1. Overpayments Dashboard PP01_1617

Recommendations @
It is recommended that the Audit and Risk Committee:

¢ Note the update on the status of overpayments and loans mana@d recovery.
Headline issues

Overall overpayment Recovery starts for >88%
$0.89M recovere 16/17 new overpayments within
balance <$67M to two months of identification

Target - 85%

Former staff owe <$23M

4

52% or $1.4M of pay date
change loans owed by
former staff under

repayment agreement <§

6.
>34% of cases referred to
ARL have been
repaid/repaying ($1.27M)
>$0.9M recovered
15/16 Average - $0.7M 6.8% commission

\ ~
- VAN

) 8
1,928 staff in highrisk | o

Internal Audit reviewed
PRS reconciliation
~11% repaid{répay y/ processes — remedial
actions underway to
address medium finding

~16% under cass
management

Note: Headline issue numbers align to correspondence detail in the update below.

 Queensland
Government
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Overpayment and interim cash overview (as at 3 July 2016)

1. The outstanding balance is continuing to decline at a steady rate and is $66.10 million compared to
$66.22 million as at 19 June 2016. Of this amount, $22.71 million is owed by former staff, compared
to $22.77 million as at 19 June 2016 (Attachment 1, section 2).

e Taking into account committed repayment plans worth $6.04 million, the unresolved overpayment
balance is now $60.06 million, compared to $60.36 million as at 19 June 2016 (Attachment 1, section
2).

2. A total of $0.89 million in overpayments has been recovered in the 2016-17 financial year to date, on
tract to exceed the full year recovery target of $22.60 million (Attachment 1, section 4).

3. Recovery for 88 per cent of new overpayments commences within two months of identification, with
over 89 per cent fully recovered within three months of identification (Attachment 1, section 5).

4. The outstanding balance owed by former staff is $2.71 million. T
repayment plans worth $1.40 million, the unresolved balanc \

Considering future co
— $0.90 million has be

— 199 (10.3 per cent)
— 88 (4.6 per cent) have been referred to ARL for further action.

— 1198 (62.1 per cent) have not yet contacted Payroll Recovery Services (PRS) and not yet been
issued a final notice.

1ave been issued a final notice

e The focus of this contact campaign is in relation to current and former staff with overpayments
identified prior to 1 July 2011. The outcomes of this campaign have been used as a basis to reassess
the impairment calculations in relation to overpayments identified between March and December
2010 for the department’s 2015-2016 financial statements.

8. At the request of the Executive Director, Payroll Portfolio, Internal Audit undertook a review of PRS’s
general ledger reconciliation processes to consider whether it is consistent with the principles outlined
in the department’s General Ledger Reconciliation Framework and Guideline (16HSQO03). Only one of

D0 i) oo W e



the two medium findings related directly to issues within the control of Payroll Portfolio. PRS is on
track to complete remedial actions within target implementation dates.

¢ In the period 20 June to 3 August 2016, $14,088 has been waived or written off:

Reason # Employees Total Value
Deceased estates 0 $0
Terminal illness 0 $0
Bankruptcy 2 $9,156
Legally unrecoverable 0 $0
Recovery is commercially unviable 3 $3,532
Other 3 $1,400
Total 8 N $14,088

! Other includes cases where overpayments were unable to be evidenced or other excepti Wcu
Manager, Payroll Recovery Services recommended that a waiver was the only efficient co

Document details

tances where the
e&f

CH)

Version: 1.0

Author: Dylan Adams
Position: Manager, PRS
Telephone:

Date: 4 August 2016

(

Submitted through:

Name: Philip Hood

Position: Executive Director, Payrol
Telephone:

1 @
Date: 5 August 2016 '/

Cle by:
e: Gary Uhlmann
sition: Chief Executive Officer HSQ
elephone:
Date: 9 August 2016
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Queensland Health

29 August 2016

DG Bl‘iefing Pay Period 4

Payroll — overpayments update

‘ 2016-17 FY to

2015-16 FY ‘ 2014-15 FY

14/08/2016

Overpayments owed by current staff $43.0M $43.5M $48.8M
Overpayments owed by former staff $22.7M $22.7M $26.1M
Total overpayments balance $65.7M $66.2M $74.9M
Future repayments agreed $6.0M (// ﬂ $5.9M $6.5M
Unresolved overpayment balance $59.7M \/$60 3M $68.4M
Overpayment recovery (Note 1) (%

Total amount recovered (during period) /\Q?S/l\}l—/ $26.3M $27.4M
Annual recovery target (for financial year) ( ( EZQ\M $24.1M $25.7M
Percentage of repayments commenced within four pay periods v (f)g % 86.6% 87.0%

of overpayment notification

Percentage of eligible overpayments repaid within six pa

y \/4) o, o, o,
periods of overpayment notification % k\\ ) 88.3% 85.4% 84.3%

Waivers and write-offs (Note 2) \\

Overpayments written-off as legally unrecoverable ( ( // {‘ ; $0.01M $0.49M $0.08M
Overpayments waived as commercially unviablgto purs \s{ / <$0.01M $0.01M $0.07M
Overpayments waived in other exceptional (:)/%mst;dces $0.01M $0.58M $0.08M
Total amount waived or written-off N/ $0.02M $1.08M $0.23M

AN

Overpayment identification (Note 3) w

Average number of overpayments WM er pay period 1,476 1,696 1,568
Average value of overpayments j @tified %@ period $0.8M $0.7M $0.7M
Value of overpayments as a p;/pc/e}rt@e\of net pay run 0.44% 0.38% 0.39%
Percentage of correct on y@gys actuw 96.8% 96.2% 96.9%

Percentage of correct, yﬁ/ﬁme }J;mia[get 97.0% 97.0% 98.5%

LS/ —~
Debt collection referrm/danuary 2014 to 26 August 2016) (Note 4)

Number of former employees\re@rred 1,751
Total value outstanding by former employees referred $5.17M
Value resolved (i.e. repayment agreement negotiated by Australian Receivables Limited) $1.20M
Value resolved as a percentage of total value referred 23.3%
Value already recovered $0.93M
Value already recovered as a percentage of the total value referred 18.0%
Commission paid (per cent of amount recovery) 6.9%

DOH-DL 1.6/17-00Zocumen 0,55 o




1. Overpayment recovery

* Queensland Health is on track to exceed the full year recovery target of $22.6M by over $2.0M

» Payroll Recovery Services has recently negotiated repayment of the largest outstanding overpayment,
totalling over $125,000. This amount had been outstanding since 2008. No contact had occurred with the
former staff member until Australian Receivables Limited located them in England. Within a month of re-
engaging the former staff member, a repayment plan was successfully negotiated ($1,000/month over 10
years) by a case manager.

* The remaining overpayments which are not fully repaid within six pay periods continue to be recovered
until fully resolved and/or are case managed on an individual basis.

2. Waivers and write-offs

* |In accordance with the Employee debt waiver and write-off guidelines, o ymients are waived or
written-off where Queensland Health is legally unable to pursue recovery (e: nkruptcy), it would be
commercially unviable to pursue recovery (e.g. unable to locate fo member), or in other

exceptional circumstances (e.g. death or terminal iliness).

* The increase in amount waived and written-off in the 2015-16
and write-off, approved by the Director-General in Decembe
outstanding overpayments where recovery was no longe
pursue due to a small outstanding balance. It is expected
during the current financial year will return to a | sim

gncial year is the result of a bulk waiver
. é‘. dpproximately $1.0M in
possible or commercially viable to
@ total amount waived or written-off
hat in the 2014-15 financial year.

3. Overpayment identificatior

d-per pay period is expected, and can be demonstrated
pay period 3 to $0.8M per pay period in pay period 4.

4.

Where ARL succeso ates a former employee, Payroll Recovery Services attempts to engage with

* Former staff are oniywgeferred to ARL for debt collection where they refuse to engage with a case

Integrated Workforce Management project update

* No change to last update provided on 8 August 2016.
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Version: 0.4

Author: Dylan Adams

Position: Manager, Payroll Recovery
Services

Telephone: 3089 5051

Date: 29 August 2016

Submitted through:

Name: Philip Hood

Position: Executive Director, Payroll Portfolio
Telephone: 3096 2000 or

Date: 30 August 2016

Cleared by:
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Department of Healt!

Payroll Update as at 22 Auqust 2016

Overpayments as at Pay period 03

31/7/16 30/6/16 30/6/15
Pay period 03 Full year Full year

Current staff $43.3M $48.8M
Former staff $22.7M $26.1M
Total overpayments balance $66.0M $74.9M
Future repayments agreed $6.1M OM $6.5M
Unresolved overpayment balance : 60.3M $68.4M
Annual recovery to date : $26.3M $27.4M
Annual recovery target $24.1M $25.7M
1,696 1,568
$0.7M $0.7M
0.38% 0.39%
Percentage of correct on tiine pays 96.2% 96.9%
actual
Percentage of correct, on lirne 97.0% 98.5%
pays target
Percentage of repayments 86.6% 87.0%
commenced within four pay
periods of overpayment
notification
Percentage of eligible 85.4% 84.3%
overpayments repaid within six
pay periods of overpayment
notification
1|Page

D@H“DL 16/17“@@Z0cument No. 58



Notes:

The increase in average total value of overpayments identified per pay period can be
attributed to prior financial year overpayments being identified early in the new financial
year. A return towards the 2015-16 average total value is expected.

1. In accordance with the Employee debt waiver and write-off guideline, overpayments are
waived or written-off where Queensland Health is legally unable to pursue recovery (e.g.
bankruptcy), it would be commercially unviable to pursue r¢

former staff member), or in other exceptional circumstance

illness). A table of write-off’s will be provided in the ngxt e.

on behalf of Queensland Health (in relation #
RS\ate
instance. Former staff are only referred t

successfully locates a past employee

engage with a case manager or def

3. As at 15 August 2016, 1,74 Qr ees, collectively owing $5.15M, have been
referred to ARL for debt cg ,@ sinee,22 January 2014 (start of the pilot). ARL have
negotiated repayment of 23.4\pet cent of this amount, with 17.8 per cent ($0.92M)

payment agreements.

mission paid).

already recovered (6%?: cO
Integrated Workforce. Manag nt Project update

4. The Integrated’Work Management (IWFM) project will address the final

(
outstanding roject (Electronic Rostering) which was identified in the KPMG Review of
Payroll System.

5. The IWFM pild

latter stages and local change management activities nearing completion in readiness

age is continuing, with the testing of the technology solution in the

for training. The first pilot is currently on track for an October 2016 go-live.

6. Hospital and Health Services pre-requisite work has commenced.

2|Page
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7. The scope for Pilot 2 has been approved by the project board. It includes a selection of
Metro North HHS organisational units consisting of:

o Mental Health Medical, Royal Brisbane and Women’s Hospital
o Finance

o Human Resources

o Patient Services, Royal Brisbane and Women’s Hospital

o Intensive Care Unit, The Prince Charles Hospital

Version: 0.5 Submitted through:
Author: Kate Stewart Name: Philip Hood Uhlmann
Position: Principal Advisor, Payroll Portfolio | Position: Executive Director, Payroll ief Executive Officer HSQ
Telephone: 3096 2002 Portfolio e: 3096 2115 or
Date: 22 August 2016 Telephone: 3096 2000 or t 24 August 2016
Date: 23 August 2016 /’)
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Department of Health

DG Briefing

Payroll Update

Overpayments

Balance reduction
1. The outstanding overpayments balance is continuing to decline at a steady rate and is $66.03M
as at 31 July 2016 (as compared to $74.9M at 30 June 2015, $85.7M at 30 June 2014, $96.5M
at 30 June 2013 and $96.5 at 30 June 2012). This includes:
e $22.69M owed by former staff; and
e $43.34M owed by current staff. ’
Repayment agreements are in place to recover over $6.07M of the anding balance.

2. Payroll Recovery Services (PRS) is on track to exceed its fullyear recovery target of $22.6M,

with $2.76M already recovered from current and former staf 17.
Frequency

3. On average, 1,696 overpayments were identified per p 2015-16 (1.96 per cent of
pays processed) with an average total value of $0.69M (0 r cent of net pay run). On
average 1,401 have been identified year to date i 1 r pay period (1.35 per cent of
pays processed) with an average total value of $0 (0,46 per cent of net pay run). This
increase in value can be attributed to prior fi ia erpayments being identified early in
the new financial year. A return towards the 20 average total value is expected.

4. Approximately 70 per cent of new overpay reswit from the late or incorrect submission of
paperwork.

Recovery
5. Changes to support automatic rege
newly identified overpayments are
recovered within three months of identificgtion. Furthermore, pursuant to s396C of the

Industrial Relations Act 1 %%payments are recovered from final payments when staff
ee

ROV

cease employment with d Health.

6. All other overpayment luding the'se identified before the implementation of automated
recovery, are case mariag PRS which involves a dedicated specialist case manager
working with the cugrent or for staff member (or their representative) to analyse, verify and

explain their overgayments, and negotiate repayment.
Waivers and wr{té z

7. In accordance withnihte Employee debt waiver and write-off guideline, overpayments are waived
or written-off where nsland Health is legally unable to pursue recovery (e.g. bankruptcy), it
would be commercially unviable to pursue recovery (e.g. unable to locate former staff member),
or in other exceptional circumstances (e.g. death or terminal illness).

8. Australian Receivables Limited (ARL) undertakes location search and collection services on
behalf of Queensland Health (in relation to former staff only). Where ARL successfully locates a
past employee, PRS attempts to engage with them in the first instance. Former staff are only
referred to ARL for debt collection where they refuse to engage with a case manager or default
on repayment agreements.

a

1|Page
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9. As at 15 August 2016, 1,747 former employees, collectively owing $5.15M, have been referred
to ARL for debt collection. ARL have negotiated repayment of 23.4 per cent of this amount, with
17.8 per cent ($0.92M) already recovered (6.9 per cent commission paid).

Quality assurance, future steps and initiatives

10.To improve the quality of PRS outputs, the following is being undertaken:
e development and implementation of a formal quality and assurance framework/process,
including independent validation of information by a second officer;
e continued standardisation of analysis and correspondence templates;
e investigation of interactive/’smart’ template options to assist with data quality.
11.The forward overpayment strategy was approved by the Chief Executive Officer, Health
Support Queensland, in the 2016-17 Employee Loans Report and noted by the Audit and Risk
Committee when it was tabled by the Executive Director, Payroll Portfolio. The Report details
upcoming major initiatives, including:
e ongoing proactive contact with current and former staff by ,
e an overpayment awareness campaign to increase engage h current staff;
e the implementation of quarterly overpayment peﬁor@orting;
e an overpayments roadshow to engage with senior st Iders in Hospital and Health
Services to develop local prevention strategies.

12.Key benefits expected from the Integrated Workforce Man t Project include a significant
reduction in the occurrence of overpayments and improv outcomes.

Percentage of correct, on time pays (Service Deli gtement measure)

13. The percentage of correct, on time pays was as atpay period ending 31 July 2016. The
i ivyery Statements for Queensland Health,

2|Page
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Degartmient of Haalth

Internal audit report

Payroll Recovery Services recongciliation review

16HSQO03

June 2016
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This document is
Protocol for Infor

s “Audit-In-Confidence” under the Queensland Health
iy (# QH-PTL-066-1:2012) and should be appropriately

Professicnal Standards

Internal Audit adheres to the International Standards for the Professional Practice of
Internal Auditing.

Environmental Responsibility

Please consider the environment before printing this document. This
i% document has been optimised for double-sided printing. If you need to

print this document, please use the double-sided printing setting.
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Executive summary

introduction

The Executive Director, Payroll Portfolio proactively identified the opportunity for
Payroll Recovery Services (PRS) to improve their reconciliation process and work
collaboratively with the department’s Financial and Asset Accounting Team (FAAT) to
share the learning opportunities widely so that the broader department can benefit from
the audit process.

As a result, Internal Audit undertook a review of PRS’s general |
reconciliation processes.

ion process is
dger

The internal audit objective was to consider if PRS's GL r
consistent with the principles outlined in the department’s
Reconciliation Framework and Guideline.

Context

The timely and accurate completion of
relied upon by the Queenstand Audit O

financial statements.

Asset Accounting Team (FAAT

hanaging the recovery of payroll overpayments on
a monthly basis, the PRS team prepare, review and
of a department total of 484

extensive opportunities for improvement in the department’s GL. reconciliation process.
The control expogures identified in the report were considered to represent a significant
risk of inaccurate financial records for the department.

Since the issuing of the report, Internal Audit recognises that FAAT has made
significant progress in addressing the recommendations of the report, including the
development of framework and guideline documentation. Additionally, the department
has undertaken substantial work to ensure that previously unreconciled GL. accounts
are now subject to a monthly reconciliation.

Audii-in-Confidence
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Audit key findings
Key findings include:

* The lack of robust and practical guidance within the department’s General Ledger
Reconciliation Framework and Guideline, specifically around the defined roles,
responsibilities, ownership and accountability for the preparation and review of GL
reconciliations has contributed to weaknesses in PRS’s reconciliation process.

* Opportunities to improve the preparation and review of recongciliations have been
identified to ensure that reconciliations are prepared and reviewed in line with
accepted practice and the department’s General Ledger Reconciliation Framework
and Guideline.

At the audit exit meeting, held in May 2016, the Executive Director, rollHortfolio

and the Director, FAAT welcomed the findings from the audit, ag (o]
collaborate to use the broad themes from the audit to the overall it to the whole
department.

Audit assessed rigk ratings. The basis of issue ratings\ars

\&//

ed dings refer to sections 1 to 2.

Below is a summary of the number of issues identified : rresponding Internal

| Number of issues |

Table of issues
The findings are summarised below, for

Risk Responsible | Date
Hating person

D |1 |Robustandp actitdl guidelines for the Michael 30/04/2017
preparation and revigw of reconciliations | Rowe,

He! l Brief issue description

Medium are n lace. Director
findings Accounting
% Services
2 @ﬁ ities to improve the preparation | Philip Hood, | 31/01/2017

and revi f reconciliations and related Executive

/ tions. Director —
7 Payroll
4 Porifolio

Audi-in-Cenfidence
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Classification of Internal audit findings

The findings identified during the internal audit have been classified according to one of
17 principles of the COSQ internal control environment framework. The basis of the
classifications is contained in appendix 2.

coso ‘ C0SO principle | #aof
component findings

 Demonstrates commitment to integrity and ethical values

Exercise oversight responsibility 1

Control

envircnment Establishes structure, authority and responSIblllty

1.
2
3.
4. Demonstrates commitment to competence
5. Enforces accountability

6. Specifies suitable objectives

Hisk 7. ldentifies and analyses risk
assessment

8. Assesses fraud risk

Gontrall

activities 11. Selects and develops.geners

Information  13. Uses relevant infor

and
communication

Monitoring  16. Gondu J-and/or separate evaluations
activities

we can improve bur service.

Audit-in-Confidence
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Detailed findings

i Robust and practical guidelines for the preparation and review of GL

i1 -; e )

; | reconciliations are not in piace.

i i Medium - |

| Risk rating; Responsible o Target .

§ Contro! . Accounting closure 30 April 2017 |

| COSO0: ° officer .

; Environment Services | date |

. Issue description ‘
I

: FAAT developed the depariment’'s Generaf Ledger Reconciliation Fi work and Guideline as a result
i of the recommendation from Internal Audit's Review of General Lefiger ciliation Processes report
 issued in November 2013.

! FAAT's detailed action plan from that report included an acti
i guidance to users in performing reconciliations effectively an

l and accountability.”

; From a review of the General Ledger Reconciliation F
{ provides high level guidance regarding GL recohciliations! if dog
| action plan.

ynd Guideline, whilst the framework
g not provide the guidance per the

Through the walkthrough and sample testing o
matters observed by Internal Audit (refer to Ig3
t guidance in the framework.

1.1 FAAT update the department’s General Ledger Reconciliation Framework and Guideline to include
guidance to users in performing and reviewing recongciliations effectively and clarifies roles of
responsibility, ownership and accountability.

1.2 FAAT articulate the changes to the framework to a group of reconciliation champions for
dissemination back to preparer and reviewers of GL reconciliations in their divisions.

1.3 FAAT complete spot-check sample testing across the department of reconciliations post roll-out of |
the updated guidance to gain assurance that GL reconciliation are being completion in line with the |

Internal audfi report: Payrol! Recovery Sarvices reconciliation review — June 2016 =1~
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I“éé’p?ﬁhﬁéﬁ'g General Ledger Reconciliation Framework and Guideline.

3

b

Management response

o 1 00 i 8B e Ll e - S 4 b 15 G 0 e 0 5

P .
Please X Accept Recommendation

Select [l Reject Recommendation

Agreed action plan

Target
Ref ) Detailed action plan implementation
; date

Section to be added to the framework to clarif

11 Further appendix to be added to the fra
: practical guidance on the essential ele
a reconciliation and advice on how

completed reconciliation. ﬂ

F&AAT to meet with nomin
1.2 across the department and dra ntion to the changes to the

framework and the reas?@" ¢ b

31 October 2016 !

31 December |

Internal audit report: Payroll Recovery Services reconciliation review — June 2016
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—— —_—— ey

! : Opportunities to improve the preparation and review of reconciliations and

| 2 | related actions. '
. , Medium I
FRSEtE | Aesponsibiel o Lood Zligguer:e | 31/01/2017
COSO- Control officer p

Activities date

| lssue description

"'Internal Audit performed walkthroughs of the process to prepare ar
i reconciliations. A sample, consisting of three months (November 2
i 2016) were selected for detailed testing.

RRS's 13GL
ber 2015 and March '

! As a result of walkthroughs with the PRS team and sample teéti following key areas requiring I
I improvement were noted:

I |
! 1) [Inadequate description of reconcili

i * The description of reconciling items used in PR reconciliations did not consistently provide ‘
the users with sufficient informaticn to condlude g validity or reasonability. GL# 100528 :
grouped a range of reconciling items as slies’. On further interrogation, some items truly ‘

related to timing, yet a larger numbse g 1o t0/be aged reconciling items.
attached’, without sufficient dét4 # of the reconciling item on the face of the

reconciliation.

Internal Audit’'s wai i

' «  The public record Information retained to support the November 2015 reconciliation for GL# 120072
] did not include the total of the sub-ledger. Therefore, it was not possible for the reviewers to
accurately agree that the iedgers reconciled. In spite of this, the reconciliation was approved and
certified.

3) Clerical errors :
There were a number of clerical errors noted in the sample of GL reconciliations tested, these included: !

= (GL# 123072 for March 2016 — the template used for one of the supporting schedules required the
i signature of the preparer and reviewer of the schedule. This was unsigned.

! * GL# 123072 for November 2015 — the reconciliation was signed by_g'diﬁgrent person to the printed

Internal audit report: Payrol! Recovery Services reconclllation review — June 2016 -3-
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name.

e GL# 123105 for December 2015 — the GL reconciliation was dated 02/12/2015, which is before the
end of the month the GL reconciliation relates to.

e GL# 123110 and 123105 for March 2016 — the working files for these GL accounts were
overwritten in the process of creating April 2016 GL reconciliations. PRS are in the process of
i working with eHealth Queensland to recover the files.

4) Aged reconciling items

s GL# 100528 has a number of aged reconciling items. Through discussions with the preparer of the
reconciliation, minimal proactive actions are regularly taken to resolve the aged items — thig is
reflected in the minimal movement in the items between November 2045-and March 2016.

5) Quality of review

hauld have been detected and
wough discussion with PRS

* The range of issues noted in the sample test of GL reconciligtip
corrected through the robust review structure PRS has in pla
management, weaknesses in the review process were ident]

! FAAT and uliimately the QAQ, rely upon the GL recp
statements. Action is required to improve th
certification.

Rool cause

performing reconciliations included in the
jon Framework and Guideline.

nOrk with FAAT to ensure that those staff members involved in the preparation, review
L reconciliations obtain appropriate knowledge and training to complete their

assigned roles.

Management response

K Accept Recommendation

Please

Select []  Reject Recommendation

| Agreed action plan

Internal audit report: Payroll Recovery Services reconciliation review — June 2016 -4-
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DOMH-

e e

ef Detailed action plan

S ——

Payroll Portfolio accepts this recommendation and will E
' implement the following actions: :
i i

| A. Al staff in PRS who are involved in the A,
: preparation and review of reconciliations to i
¢ complete Modules 1 and 2 of the Finance Branch E
Internal Control Awareness Course. |

| B. All staff in PRS who are involved in the
preparation and review of reconciliations will
participate in a workshop/meeting with relevant
reconciliation champion for Payroll Portfoli
to confirm requirements of roles detailed i
Reconciliation Framework (to occur afie
completion of action 1.2 by FAAT).

2.1 C. PRS will update reconciliation tem C.
in response to specific feedbaglreggivied from
i Internal Audit (e.g. tran @S not
f being included under the adj nteTequired’
. heading).
D.

Internal audit report: Payroll Recovery Services reconciliation review — June 2016
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i Target
! implementation date

31 July 2016

31 January 2017
{dependent on
FAAT completing
action 1.2)

30 June 2016

30 November
2016 (dependent
on FAAT
completing action
1.1)

30 November
2016 (dependent
on FAAT
completing action
1.1)




Lppendix 1 Risk rating and management
responsibilities

This report provides a risk rating for each audit issue using the Department of Health’s Risk

Matrix as detailed below. The risk rating assigned to each issue is not the risk rating assigned
by the business unit but rather the level of risk applied by Internal Audit. This matrix has been
used following Consequence and Likelihood assessment in accordance with the department’s
Consequence™* and Likelihood tables contained in the department’s Risk-Analysis Matrix.

Negligible Minor

Almost Certain | Medium (7} Medium (11}

Likely Medium {€) Medium (10)

Passible fow {31 1 Medium (9)

Unlikely w(z}' Mediumé&)\ Medium (14} High &21)

Rare tow() | Lowis) \\4\\@\(51-/ Medium (13) | High (19)

£
o
=
i

** Please note where Internal Audit's g t of gonsequence falls across more than one
consequence criterion, the highest 74 ce will be used for forming an assessment

« undertake a review of risks associated with the audit findings based on the consequence
rating applied by Internal Audit

» record identified risks, together with relevant information such as treatments pianning and
timeframes/responsibilities for applying treatments, in the appropriate risk register (e.g. QHRisk
or project planning documentation).

Internal audit report: Payroll Recovery Services reconciliation review — June 2016 -6-
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Appendix 2 Internal conirol environment ratings

The following internal audit themes have been developed by Internal Audit for classifying
findings contained in each Internal Audit Report.

The Committee of Sponsoring Organisation (COSO) of the Treadway Commission has
developed the following framework which is the internationally recognised standard for
evaluating an entity’s internal control environment. The findings identified during the review
have been classified according to one of 17 principles of the COSO internal control environment

framework.
COs0 COS0 principle
component
Control
anvironiment
_ Aisk
assessmant
ey N 10. Selects and d gontrotactivities
_:.ﬁnpun{ T — I
activities: 11. Selects and(ds -generdl controls over technology =
= : 12. Depioys throughpdlicies and procedures . .,n1m__,
Information . 13. U levant information —
el 14. s internally
communication T
15 externally ]
Monitoring 8 ongoing and/or separate evaluations —
activities

g and communicates deficiencies

Internal audit report: Payroll A2covery Services recorciliation: review — june 2016
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Appendix 3 Audit scope and approach

» The primary objective of this review was to assess if PRS's reconciliation process is
consistent with the principles outlined in the department's General Ledger
Reconcifiation Framework and Guideline.

+ The review focused solely on the reconciliations that the PRS team complete, which
are certified by the Senior Director, Payroll Services.

The audit further:
» Assessed the robustness of PRS’ month-end reconciliation er 2

the construction of the reconciliations

+ Confirmed that sufficient and appropriate evidence is retaj
reconciliations

« Assessed PRS conformance with the recommendation
Report 140102 Review of General Ledger Reconciliat 58.

Internal audit report: Payroll Recovery Services reconciliation review — June 2016 -8-
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Dapartment RecFindNo: | BR084377 |

Direcior-Gensral Brief for Approval [ Division/His: can
: File iof No: INT704
Requested by: i

£ Depariment [1 Minister's office

SUBJECT: Bayroll Recovery Sorvice reconciliation review - Final Internal Audit Report

5
Recommendation

It is recommended that the Director-General

1. Approve the distribution of the Payroll Recovery Service reconciliation review - Final Internal
Audit Report (Attachment 1) to the members of the Audit and Risk Committee and the
Qua_gp_g_l_a_nd Audit Office.

Carrmoviiy wassiFroven
Mkt

MICHAEL WALSH
Blirectov-Genaral

Diractor-General’'s comment

lssue
1. This review assessed:

process is consiste
Reconciliation F

1.2 the strength of PRS' mont
is routinsly retained to support the reconciliation process.

3. Thereportide 'ihe lack of robust and practical guidance within the depariment's
framework, specifically around the defined roles, responaibllities, ownership and accountability
for the preparation and review cf general ledger reconciilations as a key contributing factor for
the weaknesses in PRS' reconcliiation process.

4. Internal Audit rocognises that this review was completed at the request of the Executive
Director, Payroll Portfolio, who proactively identified the opportunity for PRS fo improve their
reconciliation process and work collaboratively with the department’s Financial and Asset
Accounting Team (FAAT) o share the learning opportunities widely so that the broader
depariment can bensfit from the audit process.

. Overali, two medium rated issues were identified. These issues related to:

5.1 robust and practical guidelines for the preparation and review of recongiliations are not in
place [Medium). Target closure date of 30 April 2017, and

DOH-DL 16/17-0@®ocument no.7s



Depariment RecFind No: BR064377
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5.2 opportunities to improve the preparation and review of recongiliations and related actions
[Medium]. Target closure date of 31 January 2017.

8. The Director, Accounting Services, FAAT and the Executive Director, Payroll Porifolio, have
accepted the findings and Finance Branch and Payroll Porifolio have collaboratively developed
action plans for future corrective actions.

Hasulis of Consuliation

7. The findings in the Payroll Recovery Service reconciliation review - Final Internal Audit Report
were discussed with the Director, Accounting Services, FAAT and the Executive Director,
Payrolt Portfolio.

Background

009, (sections 32 and

8. As required by the Financial and Performance Management Stan
i and action, where

33), this audit report is provided for the Director-General's co
relevant.

9. As a result of internat audit planning, the request from the ¥
and risk profiling conducted in preparing the 2015-2016ine
activities supporting GL reconciliation preparation 2 By
risk to the Department of Health.

'Director, Payroll Portfolio
a) year Internal Audit Plan,

Attachments \
10, Attachment 1: Payroll Recovery Service @iaﬂ review - Final Internal Audit Report.

/\\Q:

[Author Content cleared and verified by: ___|Content noted by:

lPeter Goodman John Marlin Libby Gregoric

Principal Internal Auditor AIChief Audit Officer A/Depuly Director General
Internal Audit Unit, Corporale  [Internal Audit Unit, Corporate "I€orporate Sarvices Division
Services Division Services Division

'Eiune 2016 6 June 2016 14 June 2016
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Audit and Risk Committee

Date: 6 June 2016

Title: Payroll Recovery Service reconciliation review

Action Officer: John Martin, A/Chief Audit Officer

Rssponsible Branch/Unit: Audit, Risk & Governance Branch, Internal Audit Unit
Attachmenis: 1. Payroll Recovery Service reconciliation review - Final Internal

Audit Report

Recommendations

It is recommended that the Audit and Risk Committee:

» Note the Payroll Recovery Services reconciliation review - Fina al)Audit Report (Attachment 1).

Key Points

process and work colla
(FAAT) to share the |
the audit process.



Background

* As required by the Financial and Performance Management Standard 2009, (sections 32 and 33),
this audit report is provided for the Director-General's consideration and action, where relevant.

* As aresult of internal audit planning and risk profiling conducted in preparing the 2015-16 financial
year Internal Audit Plan, activities supporting GL reconciliations were identified as an elevated risk to
the Department of Health.
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Author \Cleared by:
Peter Goodman NJohn Martin
Principal Internal Auditor A/Chief Audit Officer
Internal Audit Unit, Corporate Internal Audit Unit, Corporate
Services Division Services Division
6 June 2016 |6 June 2016
Audit and Risk Committee -2-
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