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1. Executive Summary

1.1 Background

In the 2017-18 financial year, the Department of Health (the Department) was budgeted to spend
$87.9 billion on health and aged care. Under the enhanced Commonwealth performance framework,
comprised by the Public Governance, Performance and Accountability Act 2013 (PGPA Act) and the
Public Governance, Performance and Accountability Rule 2014 (PGPA Rule), the Department is
accountable to the Parliament and the Australian community for demonstrating whether Departmental
staff and public money have been used efficiently to achieve meaningful results. There have been
multiple sources of guidance issued from the Department of Finance and the Australian National Audit
Office (ANAO), including the most recent Department of Finance ‘The Enhanced Commonwealth
Performance Framework, 2016-17 Annual Performance Statements: Lessons Learned’ (April 2018).

To meet this requirement, the Department uses the Portfolio Budget Statement (PBS), the Corporate
Plan and the Annual Performance Statement to measure current performance of the Department
against planned targets (listed in the PBS and Corporate Plan), enabling the Department to
demonstrate progress towards meeting the six key outcomes and fulfilling its overall purpose to the
public.

The enhanced Commonwealth performance framework driven by the PGPA Act creates various
obligations on Commonwealth entities with respect to performance reporting. As organisations,
including the Department, update their performance frameworks and refine their measures to meet
these requirements, these changes must necessarily be undertaken in phases in line with public
reporting cycles.

The Department is currently in the process of developing a draft performance measurement and
reporting framework to enhance its performance reporting capability. Under this draft framework, the
draft 2018-19 PBS has been refined, reducing the number of performance measures down from 100
to 87, enabling a more targeted approach to the assessment of performance across all program
areas.

Management are aware of the weaknesses in the Department’s previous approach to performance
reporting in meeting the requirements of the enhanced Commonwealth performance framework and
are dewveloping and rolling out a formal performance framework to address known gaps. The
recommendations in this report are aimed at supporting the Department as it defines its performance
framework.

1.2 Overall Audit Conclusions

The objective of the internal audit was to examine the Department’s framework for identification,
selection and design of Corporate Plan performance criteria and assess the Department’s processes
for the collection, quality assurance and analysis of the corresponding performance data. Owerall we
found that there are a number of weaknesses in the identification, selection and design of
performance measures in the Corporate Plan. These weaknesses in the design of measures and
quality of data to report against measures found in the Department are common across agencies, as
identified in the recent Department of Finance ‘The Enhanced Commonwealth Performance
Framework, 2016-17 Annual Performance Statements: Lessons Learned’ (April 2018). While the
Department is in the process of designing a performance framework to address known weaknesses,
these changes will need to be supported by senior management and clearly defined protocols and
processes documented to support the implementation of the new performance framework.

Additionally, for a sample of all five measures we found the Department has weaknesses in the
collection, quality assurance and analysis of performance information. However, we note the draft
performance framework has been designed to address the known weaknesses.

The internal audit identified two recommendations to support continuous improvement to the
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framework and improve performance reporting for the upcoming 2017-18 annual performance
statement. The recommendations reflect the need to develop performance measures to provide
sufficient quantitative and qualitative data and to strengthen the quality assurance around the
performance data collected.

1.3 Summary of Findings and Recommendations

The findings and recommendations raised in this review are summarised in the below table. The risk
rating associated with the recommendation reflects the assessment of consequence and likelihood of
the related risk exposure of the finding using the Department’s Risk Management Matrix and
definitions included in Attachment A.

| Finding | Recommendation Risk Rating

Finding1: Limited formal Recommendation 1: FMD should: Medium
guidance on protocols for a) Update and roll out he new performance framework which includes

regular review ofperformance clear profocols for regular reviews of performance measures (not

measures included in the new framework) to address Finding 1.

Pindiiio2- Liied digniment b) Create a roadmap which shows:
between performance = How te Depariment will achieve alignmentbetween e
framework compenents performance framework components (Corporate Plan, PBS
and Annual Performance Statement) over fime in line with

Departmentof Finance guidance o address Finding 2;

Finding3: Weaknessesin the = Timeline and approach for evolving all performance
identfication, selection and measures (specifically the process for idenffication,
design of e performance selection and design of the performance measures) in line
ErUCES with betier pracfice guidelines to address Finding 3 and

improve performance data as discussed in Finding 4;

= A'plan o update the centralised database of performance
information so that each performance measure is associated
with a sufficient evidence base, as discussedin Finding 4;

Finding4: Weaknessesin
collection of performance data

= . Atimeline for showing how performance reporiing already
Finding5: Weaknessesin preduced for publicaccountability mechanisms (such as
quality assurance senafe estmates) can be collected and considered as
interim monitoring for achievement of performance
measuresas defailed in the Corporate Plan. Thisisrelated
to Finding 4; and
= A planfor implementing a risk-based approach for
monitoring of performance measuresin line with Finding 5.

Finding4: Weaknessesin Recommendation 2: FMD should roll outkey components of he draft Medium
collection of performancedata  quality assurance and performance collection processes o address
the weaknessesin record keeping (Finding 4), performance data
(Finding 4), and quality assurance (Finding5) in fime for e 2017-18
Annual Performance Siatement exercise. This should specifically
Finding 5: Weaknessesin include the approvaland ‘check and challenge’ templates in line with
quality assurance ANAO principles.

1.4 Management Comments

Management agrees with and accepts the findings and recommendations in this report. A number of
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activities and projects are planned or already underway that will address the recommendations,
including:

e the new Performance Reporting and Measurement Framework and supporting artefacts,
scheduled to be launched on 1 July 2018;

e aproject to streamline, improve and align performance information consistent with
Department of Finance guidance;

e improved collection and monitoring processes, including the development of a centralised
database to be accessible on the Department’s Intranet page.

The Department also acknowledges the need for senior management to support the implementation
of the new performance framework and associated activities to improve performance information.

1.5 Restriction of Use

This report is intended solely for use by the Department of Health, and should not be distributed to
any third party without the consent of Protiviti, which will not be unreasonably withheld. This document
is not to be used for any other purpose, except as required by law, without our prior express consent.
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2. Background, Objective,Scope and Approach

2.1 Background

The Department leads and shapes Australia’s development of health policies toimprove the health
and wellbeing of all Australians.

The Public Governance, Performance and Accountability (PGPA) Act 2013

Since the introduction of the PGPA Act which came into effect on 1 July 2014, there has been
increased focus on the design and measure of key performance indicators (KPIs) of public
organisations. The enhanced Commonwealth performance framework, comprising the PGPA Act and
the PGPA Rule, promotes the use of performance information that can draw clear links between the
use of public resources and the results achieved!. The Department is required to adopt the framework
in measuring and reporting on the performance of its activities. This includes a statutory obligation to
prepare corporate plans each financial year.

The Department of Finance has issued a range of Resource Management Guidelines (RMGSs) in
relation to the enhanced Commonwealth performance framework prescribed within the PGPA Act.
These include:

=  RMG No0.130 - Oveniew of the enhanced Commonwealth performance framework;
= RMG No.131 - Developing good performance information;

= RMG No0.132 - Corporate plans for Commonwealth entities;

= RMG No.134 - Annual performance statements for Commonwealth entities; and

= RMG No0.135 - Annual reports for non-corporate Commonwealth entities.

The Corporate Plan must include the planned performance of the entity including details of the
methodology, data and information that it will use to measure and assess its performance.?

In addition to the RMGs there have been multiple sources of guidance issued from the Department of
Finance and the Australian National Audit Office (ANAQO), including the most recent Department of
Finance ‘The Enhanced Commonwealth Performance Framework, 2016-17 Annual Performance
Statements: Lessons Learned (April 2018).

Performance Reporting inthe Department

The Department’s performance outcomes for the next four years are contained in the 2017-18 Health
Portfolio Budget Statements (PBS), under six outcomes.

1. Health system policy, design and innovation
Health access and support senices

Sport and recreation

Individual health benefits

Regulation, safety and protection

o o M w DN

Ageing and aged care

The Department of Health Corporate Plan 2017-18 outlines 18 measures to support these six

! Resource ManagementGuide No. 130, Overview of the enhanced Commonwealth performance framework (April 2015),
Department of Finance, pg. 4.

2 Resource ManagementGuide No. 132, Corporate plans for Commonwealth entities (January 2017), Departmentof Finance
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outcomes. The full list of the Department’'s 100 performance measures and their targets is contained
in the 2017-18 Health PBS. The Department has previously revised the performance framework,
where it reduced the number of performance measures from 200 to 100. The Department is
continuing to review the performance framework.

Ongoing Developments

The enhanced Commonwealth performance framework driven by the PGPA Act creates various
obligations on Commonwealth entities with respect to performance reporting. As organisations,
including the Department, update their performance frameworks and refine their measures to meet
these requirements, these changes must necessarily be undertaken in phases in line with public
reporting cycles.

The Department has dewveloped a draft performance measurement and reporting framework. Under
this draft framework, the draft 2018-19 PBS reduces the number of performance measures to 87. The
new performance measurement and reporting framework will also include the following key features:

= ‘Check and challenge’ of each performance measure by FMD in line with ANAO guidance;

=  First Assistant Secretaries (FAS) to provide clearance and assurance of the PBS content
relevant to their area of responsibility;

=  Anupdate of the performance information in the 2018-19 Corporate Plan;

= Risk rating to be applied to each measure to determine whether they are supported by
appropriate level of assurance and to test voracity of data;

= A new process for how the integrity of performance information published in the Department’s
2017-18 Annual Performance Statements will be quality assured; and

= A working group with range of stakeholders to undertake a review of program performance
measures.

Further details on the performance framework including a high-level timeline are included in
Attachment B.

2.2 Objective

The internal audit examined the Department's framework for the identification, selection and design of
Corporate Plan performance criteria and assessed the Department's processes for the collection,
quality assurance and analysis of the corresponding performance data.

2.3 Scope
The scope of the internal audit included:

1. Understanding and documenting the Department's performance framework for the identification,
selection and design of performance measures and the collection, quality assurance and analysis
of the corresponding performance data;

For a sample of performance measures, the internal audit:

2. Examined the processes for ‘identification’ and ‘selection’ of performance criteria to assess
whether performance criteria linked with policy/ program objectives;

3. Assessed whether the ‘design’ of metrics and targets comprehensively support the performance
criteria,;

4. Assessed whether the ‘collection’ of performance data is produced in a timely manner from an
appropriate and reliable source;

5. Assessed whether ‘quality assurance’ processes have been completed by an appropriate person,
and provide for sufficient validation; and
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6. Assessed whether ‘analysis’ methodologies produced unbiased results that link to performance
criteria and targets and tell a “story” about performance over time.

2.4 Scope Limitations
The scope of this internal audit did not include:

= Any legal advice in relation to compliance with the enhanced Commonwealth performance
framework, comprising of the PGPA Act and the PGPA Rule;

= Advice on how actual performance is tracking against the Department’s outcomes and KPIs;

= Areview of the full financial year data sources for the 2017-18 Annual Performance
Statement, as this audit was limited to assessing a sample of performance data sets starting
from the period 1 July 2017 to the date of fieldwork;

= Anassessment of the Department’s compliance with other financial obligations outlined in the
PGPA Act; or

= Anassessment of the Department’s performance framework against the six KPlIs in the
Australian Government’s Regulator Performance Framework (RPF) (except to the extent that
they overlap with PGPA performance measures).

The assessments made during this internal audit have been provided in good faith and in the belief
that such statements and opinions are not false or misleading. Due to the limited duration of the
internal audit, Protiviti has relied on information that was provided by the Department. Protiviti does
not express an opinion as to whether the information supplied is accurate and no warranty of
accuracy or reliability will be given. Furthermore, we have not implied and it should not be construed
that we hawve verified the information provided to us, or that our enquiries could reveal any matter that
a more extensive examination might disclose.

The Department is responsible for maintaining an effective internal control structure. The purpose of
the internal audit was to assist management in discharging this obligation. Due to the inherent
limitations in any internal control structure, it is possible that errors or irregularities might have
occurred and have not been detected. Further, the overall control environment within which the
reviewed control procedures operate has not been audited.

Please note that an internal audit is not designed to detect all weaknesses in control procedures as
the audit is not performed continuously throughout the period and the tests performed were
conducted on a sample basis. Any projection of the evaluation of the control procedures to future
periods is subject tothe risk that the procedures may become inadequate because of changes in
conditions, or that the degree of compliance with them may deteriorate.

Considerable professional judgementis required in determining the overall assessment. Accordingly,
others could evaluate the results differently and draw different conclusions.
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3. Positive Practices
We identified that the following positive practice within the current performance framework.
Updatesto the Performance Framework

While the audit findings identify a number of areas for improvement in performance management, relevant
management in the Department are aware of the gaps in the performance framework and have made
efforts to improve the performance framework. Ongoing improvements include the implementation of the
three lines of defence model and the design of quality assurance processes relating to performance
monitoring. While many of these initiatives are still being developed, they represent a positive step for
continuous improvement of the framework to more closely align with better practice.

Appropriate FAS sign-off

For the sample of performance measures reviewed for the 2017-18 reporting period, we identified that all
five measures had received the appropriate FAS approval and sign-off.
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4. Findings

4.1 Finding 1: Limited Formal Guidance on Protocols for Regular Review of
Performance Measures

While we note there is a new performance framework being rolled out, this needs to be supported by
clearly defined guidance on protocols for regular review of performance measures to accurately reflect, and
ewlve, the Department’s performance story.

Discussion

While the Department has recently deweloped the draft performance framework and reduced the number of
performance measures from 200 to 100, based on stakeholder discussions and measures sampled, the
content of the performance measures has largely remained unchanged since they were first developed.
The performance measures do not necessarily reflect current priorities and better practice principles for
development of performance measures provided by the Department of Finance and the ANAO (as outlined
in the RMGs). This is discussed below in Findings 2 and 3. We note there have been previous
consultations by FMD to drive updates to performance measures however, this has achieved only

incremental improvement. For example, the International Policy Engagements program performance
measure has largely remained the same since the 2007-08 PBS as shown in the table below:

2007-08 2017-18

te Organisation for Economic Co-operation
and DevelopmentHealth Commitiee and Asia-
Pacific Economic Cooperation Health Working
Group contributes o developmentand
adoption of international best praciice,
improved governance and focus on identfying
and responding fo global health securily.

Australian contribution fo healh policy and
programs in our region acknowledged.

International Policy Engagement - ~ Internafional Policy

Performance criteria Eflective international healt policy Engaging internafionally on health issues.

engagement : _

Measure Feedback fominternatonal org‘éhisaﬁons. Australia’s health system integrates evidence-
based international norms and standards and
remains at the forefront of international best
pracfice.

Target Domestic health policy informed by Australia’s engagementand active

international experience. parfcipation at the World Health Organisation,

As shown abowe, the performance criteria wording has undergone minor changes, but the performance
information and data sources for the measure remain unchanged.

While the continuation of a measure over time is not in itself problematic, limited updating of performance
measures is problematic because:

= Performance measures hawe not been updated to meet Department of Finance or ANAO better
practice (as discussed laterin Finding 3) to be robust and measureable;

= There are long-standing performance measures that are not viewed by intemal stakeholders as
being meaningful, as they have limited value in measuring performance of the program and the
overall outcome; and

= Long-standing and outdated performance measures may not clearly link to current organisational
priorities preventing the Department from making appropriate decisions around planned
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performance and resourcing.

Discussions with internal stakeholders have identified the following potential barriers to making significant

change to performance measures:

= There is a perception that there is limited opportunity to adjust performance measures given the
tight timetables to develop PBS, Corporate Plan and Annual Performance Statements; and

= There is resistance to change from the business areas (with the mindset that the measures have

always been done this way).

While we note there is a new performance framework being rolled out, this needs to be supported by senior
leadership and clearly defined guidance on protocols for regular review of performance measures so that
information is updated to accurately reflect the Department’s performance story.

Risk Exposure

Outdated performance measures caused by lack of review by owners of performance measures will result
in ineffective performance measures and targets. This will also resultin poor planning of resources to meet

business priorities.

4.2 Finding 2: Limited Alignment between Performance Framework Components

There is currently a lack of clarity and alignment in the linkage between the performance framework’s key
components, specifically between the Corporate Plan, PBS and Annual Performance Statement. This is not
in line with the better practice issued by the Department of Finance.

Discussion

RMG132 states that ‘it is important for the PBS and the Corporate Plan to work together and complement
each other to ensure a consistent performance story is able to be presented in the annual performance
statements’. This is illustrated in the below diagram:

Forecast

Portfolio Budget

Statements
(Funding document)

N\

v o\

Actual \\

e

Annual Report
{RMG No. 135 -137)

Annual
Performance
Statements
(RMG No. 134)

Enhanced Commonwealth Performance Framework

Corporate Plan
(RMG No. 132 and 133)

——

Developing
good
performance
information
(RMG No. 131)

Improved
performance
measurement
methodology

Figure 1: The enhanced Commonwealth performance framework

This emphasis on alignment is confirmed in the Department of Finance’s most recent guidance® which

affirms the following two principles:

1. Clear alignment to entity purposes —wherein annual performance statements should allow the
reader to form a judgement as to how the entity has performed against the measures in its

Corporate Plan and PBS; and

® Department of Finance, The Enhanced Commonwealth Performance Framework, 2016-17 Annual Performance Statements:

Lessons Learned (April 2018).
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2. The importance of ensuring a clear read between performance documents —which indicates
that clear structuring and mapping of performance information across the PBS, Corporate Plan and
Annual Performance Statement, is important to allow the reader to follow the relationship between
the documents.

The Department’s Corporate Plan currently does not meet the above guidance and there are gaps between
various components of the performance framework and Department of Finance guidance as shown in the
table below:

Better Practice Current State and Gaps

As stated in RMG 134, ‘all performance criteria The performance measures in the 2016-17 Annual Performance

published in the Corporate Plan and PBS must be Statement are reported againstsix outcomes (rather than the four

atributed i purpose(s) (e.g. strategic priorifes) and strategic priorities outined in the Corporate Plan), creafing unclear

reported againstin the Annual Performance Statement.  alignment between the two performance documents and how
each of the programs/performance measures listed in e PBS
worked towards achieving the sfrategic objectives stated in the
Corporate Plan.

Gap: The Annual Performance Statement links strongly to the
PBS, butthere is not clear alignment with the Corporate Plan.

RMG 132 recommends entiies use the Corporate Plan ~ Currently the Departments Corporate Planis notused in tis

1o provide defailed performance criteria to expandonthe  manner for performance reporfing and is instead a summary

high-level measuresin the PBS. The RMG states that interpretation of the PBS with no mechanism in place to

‘enfiies must explain how they will measure and assess .compensate for tis misalignment. The measureslisted in the

their performance in achieving their purposes over the 2016-17 PBS are notlisted in the 2016-17 Corporaie Plan. This

reporfing periods coveredby te Corporate Plan’. was evidentwith the 2017-18 performance documents, with only a
sample of the 2017-18 PBS measures listed in the 2017-18
Corporate Plan.

Gap: The Corporate Plan doesnotexpand on the PBS.

Accordingly, there are limited linkages between the Department’s Corporate Plan, PBS and Annual
Performance Statement which do not fully reflect the Department of Finance guidance. In instances such
as the above where an agency does not align with better practice we recommend the agency prepare a
roadmap with a plan-on how to meet the better practice over time. We understand that, given the significant
number of performance measures, it will not be efficient for the Department to create the linkages between
the Corporate Plan, PBS and Annual Performance Statementin 2017-18 or 2018-19. However, once the
number of performance measures is significantly reduced, it will be more appropriate to create this linkage
to confirm compliance with the most recent Department of Finance guidance and to provide an enhanced
‘performance story’.

Risk Exposure

Unclear alignment between the Corporate Plan, PBS and Annual Performance Statement will increase the
likelihood of non-conformance to Commonwealth better practice, and an unclear performance story.

4.3 Finding 3: Weaknesses in the Identification, Selection and Design of
Performance Measures

The Department’s performance measures do not align with the quantitative and qualitative requirements of
ANAO better practice requirements.
Discussion

The ANAOQ has reported that quality performance measures should have the following six characteristics
that have been grouped into three categories, which are represented in the diagram below. This criteria in
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combination with the RMGs has been used as a diagnostic tool to assess the Department’s identification,
selection and design of performance measures for a selection of 2017-18 performance measures.

RELEVANT
1. Focused 3. Measurable 5. Balanced
2. Understandable 4. Free from bias 6. Collective

Sowrce: ANAOYThe Auditor-General Report No. 28 2012-13: The Australisn Government Perdformance lMeasurement
snd Reporting Framework - Pilof Project to Audit Key Performance indicators.

n

Figure 2: ANAO Diagnostic Tool for Performance Measures

We applied the above diagnostic tool to a sample of measures detailed in Attachment C. Programs
included in this assessment were Programs 1.4, 1.5, 2.7 and 6.2. We identified the following key
weaknesses across samples 1.4, 1.5 and 2.7 (with 6.2 being considered compliant):

= Limited measurability: The associated indicators were mostly qualitative making it difficult to
show trends of the performance over time. Limited metrics or quantifiable datais used, providing a
challenge to identifying trends of performance. For example, in Program 1.5 International Policy the
measures of ‘integration of norms’ and ‘strengthening relationships’ are difficult to measure.

= Risk of bias: The measures were ambiguous and vague, increasing the possibility of
misinterpretation and bias of performance assessment. Additionally, there was a lack of strong
data sources and measurements. (This is shown in the below case study).

= Lack of balance: There was limited balance in the measures. There was limited combination of
gualitative and quantitative measures to tell a performance story. For example, in Program 1.4
(Health Peak and Advisory Bodies) which references maintaining agreements with health-related
national peak and advisory bodies there is limited detail in the measure about how these
agreements facilitate two way communication, and whether the Department is engaging with the
correct bodies or receiving the correct information.

= Limitedrepresentation as a collective: The information supporting the individual indicators
contains gaps (in completeness of story, links to outcomes and mix of qualitative and quantitative
data) which undermines the ability to fully represent performance of the outcome. For example in
program 1.5 (International Policy) there is an incomplete story about how references international
fora and Memorandums of Understanding achieved the desired outcome.
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ﬁ\se Study: Program 1.4 -Health Peak and Advisory Bodies. \

This programis required o reportagainst the performance criteria — ‘Engaging with the health secfor to
communicate and facilitate the developmentofinformed health policy’ and the target for 2017-18 financial year is
to ‘maintain agreements with health-related national peak and advisory bodiesin orderto harness inputinto the
Australian Governments health agenda, through information sharing and relevant, well-informed advice'.

This performance measure is high-level, ambiguous and does notallow the programowner to providea
meaningful performance sfory for the Department to reflect on. To meet the performance measure’s target, the
Departmentcan continue the current22 agreements with health-related national peak and advisory bodies.
Accordingly, the currentmeasure is focused on activities, rather than outcomes. Through discussions with
management we idenfified value and outcomes (resuliing from engagementactivities) through the agreements

Howeverthisis not shown in the performance story as presented. )

\"

For the sample of measures reviewed four out of five did not meet most aspects of the ANAO better
practice with respect to design of performance measures. As the Department reduces and reviews its
performance measures, it should take into consideration the ANAQO better practice principles to assist in
shaping the individual performance measures and overall performance story.

Risk Exposure

Insufficient design of performance measures will increase the likelihood resultin an incomplete or
inaccurate performance story.

4.4 Finding 4. Weaknesses in Collection of Performance Data

There are weaknesses in the framework for the collection of performance data, including inaccurate central
record-keeping with regards to data sources

Discussion

Good Quality and Insightful Data

The Department of Finance has indicated that record-keeping and good quality datais key to effective
performance reporting and the management of activities. The Department of Finance has emphasised that
this is particularly important when performance criteria are not well designed*:

‘Entities with poor performance criteria can further enhance the technical aspects of their annual
performance statements to help them to present a meaningful performance story. This can be done
by developing good quality and insightful data that helps the entity to measure its performance
results, their impact on stakeholders, and in delivering the results sought by government, and the
efficiency and effectiveness with which the entity carries out its role and achieves its purposes.’

While the measures sampled indicate that the performance measures of the Department have gaps in
design, there is an opportunity to improve the performance story through collection and use of good quality
data. This is shown in the case study on the following page:

* Department of Finance, The Enhanced Commonwealth Performance Framework, 2016-17 Annual Performance Statements:
Lessons Learned (April 2018).

12/ ©Protiviti/ Department of Health - Internal Audit of Corporate Plan Performance Reporting and Performance Indicators

FOI 1051

15 of 27 Document 5



ﬁase Study: Program 2.7 - Hospital Services \

This programis measured against a high-level and ambiguous performance criteria — ‘supporting the States and
Territories to deliver efficient public hospital services through providing advice to the Minister and external
stakeholders in relation to public hospital funding policy’. The design of this performance measure does notmeet
the ANAQO diagnostic tool (as shown in Attachment C).

Under Finance’s guidance, such a measure (evenifinsufiicient by design) could be improved through use ofhigh
quality and insightful data. However, the key data sources used o assess performance focuses on key dates (e.g.
cabinet meetings) and does not use data sources that identify what advice was providedand how the program
impacted the delivery ofpublic hospital services. The cenfral record systemfor this programidentifies the source
data as ‘internal’ and the record source is listed as ‘PDMS Ministerial Correspondence’ withoutany further

Qerenoeb underlying records or a TRIMIink. J

This represents a missed opportunity to enhance the technical aspects of the performance story through
quality and insightful data thatis supported by sufficient records.

Public Accountability Mechanisms

There is limited use of additional reporting channels tofeed into the performance framework. There is an
opportunity to incorporate other reporting channels, such as senate estimates, to leverage existing
performance information and use it to show interim monitoring of performance measures in between annual
cycles.

Risk Exposure

Insufficient data sources used to support performance measures will result in a distortion of performance
results, resulting incorrect reporting of information.

Insufficient quality of performance information will compromise the integrity of performance reporting.
4.5 Finding 5: Weaknesses in Quality Assurance

There is limited evidence of quality assurance activities conducted on performance reporting data. The
current approval process does not enable transparent and complete supporting data and reflects limited
application of the agreed risk hierarchy against performance reporting evidence.

Discussion

For the approval process, Program Owners should provide all performance information (including
supporting data) for each of the performance measures to allow the approver/senior responsible officer to
make a well-informed decision about the measure and its current performance.

We hawe identified there are limited quality assurance activities currently conducted on performance
reporting. This includes:

= Approval process for PBS and Annual Performance Statement: For the sample reviewed, the
Department’s approval process does not provide supporting data when presenting the performance
measure to the appropriate internal stakeholder for approval. For example, when program owners
presented their perfformance measures to the relevant FAS for sign-off for the 2017-18 PBS and
2016-17 Annual Performance Statement, the FAS was only provided with the performance criteria,
performance measure and its targets (which is all that is included in the published 2017-18 PBS
and 2016-17 Annual Performance Statement). There was no supporting performance information
on how the sample measures were assessed against performance and what data sources were
used to report against targets.

= Limited ‘check and challenge’: There has been limited defined processes to support the FMD in
checking and challenging the performance information contained within the Annual Performance
Statement. We acknowledge that the new draft performance framework will seek to strengthen this
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process through application of ANAO principles® and we support this. We note that in the new
performance framework there is a design for a risk-based approach to the level of “check and
challenge” implemented and we support this including the use of tiered quality assurance
checklists.

Risk Exposure

Limited check and challenge of performance information for the annual report will increase the likelihood of
inaccurate and unreliable performance information being provided to the public.

® Including ANAO Report No.282012-13 The Australian Government Performance Measurement and Reporting Framework.
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5. Recommendations

The following recommendations are made in response to all the findings noted in this audit:

Recommendation 1

Risk Rating Medium

(Consequence: Moderate. Likelihood:; Unlikely)

Recommendation 1: FMD should:

a) Update and roll out the new performance framework which includes clear protocols for regular reviews ofperformance
measures (notincluded in the new framework) fo address Finding 1.

b) Create a roadmap which shows:

How the Department will achieve alignmentbetween the performance framework components (Corporate Plan, PBS
and Annual Performance Statement) over time in line with Deparimentof Finance guidance to address Finding 2;

Timeline and approach for evolving all performance measures (specifically the process for idenffication, selecfion
and design of the performance measures) in line with betier practice guidelines fo address Finding 3 and improve
performance data as discussed in Finding 4;

A plan o update the centralised database of performance information so that each performance measure is
associated with a sufficient evidence base, as discussed in Finding 4;

A tmeline for showing how performance reporiing already produced for publicaccountability mechanisms (such as
senate esimaies) can be collected and considered as interim moniboring for achievementof performance measures
as detailed in the Corporate Plan. Thisisrelated to Finding 4; and

A plan for implementing arisk-based approach for monitoring of performance measures in line with Finding 5.

Management Comments

Accepted and Agreed.

Accountable Position Agreed Completion Date

First Assistant Secrefary, Financial a) 31August2018

ManagementDivision _ b) 31 Ocbber 2018
Assurance

The following will provide assurance that the risk has been managed:

Updated performance framework which includes clear protocols for regular reviews of performance
measures;

Roadmap for the performance framework (which includes details on alignment of performance
framework components, timeline for the evolution of measures, a plan for an updated database, a
plan for implementing risk based monitoring, and a plan for inclusion of public accountability
mechanisms); and

2019-20 PBS and Corporate Plan measures (which show a reduction in number of performance
measures).
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Recommendation 2

Risk Rating Medium
(Consequence: Moderate. Likelihood: Unlikely)

Recommendation 2: FMD should roll outkey components of the draft quality assurance and performance collection processes
1o address the weaknesses in record keeping (Finding 4), performance data (Finding4), and quality assurance (Finding 5) in

iime for the 2017-18 Annual Performance Statementexercise. This should specifically include the approval and ‘check and
challenge’ nplates in line with ANAO principles.

Management Comments
Accepted and Agreed.
Accountable Position Agreed Completion Date

First Assistant Secrefary, Financial 31 August 2018
ManagementDivision

Assurance

The following will provide assurance that the risk has been managed:

= Spot check results on the performance data provided for the 2017-18 Annual Performance
Statement which show compliance with the new quality assurance processes.
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6. Observations

During the audit, we identified the following observations that the Department should consider in its
endeawours to continuously improve and enhance its management of performance reporting.

6.1 Observation 1: Limited Interim Monitoring

There is limited interim monitoring of performance throughout the year. Program owners are only required
to report against the PBS and Corporate Plan annually. There is limited monitoring of progress to regularly
check whether the measure’s target will be achieved by the end of the financial year. As the measures are
updated to meet ANAO requirements, there may be opportunity to create more regular tracking to provide
early indicators of when criteria are not being met. This interim monitoring may not be required for all
performance measures, but may be appropriate for a selection of measures.

6.2 Observation 2: The Role of the Program Assurance Committee

The Program Assurance Committee (PAC) is being rolled out (in accordance withthe newly developed
performance framework) to provide oversight and assessment of 28 program groups, and monitor
performance and effectiveness. However, the PAC will primarily rely on a self-assessment tool rather than
objective data. For this to add value there will be need to be clear definition of where this PAC sits in the
Department’s assurance framework. .

6.3 Observation 3: External Data Sources

We note that many of the Department's performance measures rely on external data sources. This is notin
itself problematic, as it is expected that a mature performance framework utilises both internal and external
data to provide a complete performance story. However, it is important that the level of reliance on data
outside of the Department’s control is factored into the quality assurance framework on performance
reporting. We note the new performance framework contains a risk-assessment to tier the approach to
quality assurance based on the risk relating to data, including those from external sources and we support
this approach.

6.4 Observation 4: The Role of the Audit and Risk Committee

We note that there has been ongoing work to address known weaknesses in the performance framework.
This has been a journey that has been closely monitored by the Audit and Risk Committee and we
encourage this continued oversight as the new performance framework is rolled out.
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Australian Government

Department of Health

Attachment A: Risk Rating Definitions

This intemal audit report includes a range of findings and observations. The risk exposure of these findings
and observations have been identified based on the internal audit work performed. A risk rating associated
with the findings has been determined based on an assessment of the consequence and likelihood of the
related risk exposure of the finding. We have used the Department Risk Assessment Matrix at Diagram 3.

Opportunities have been identified to address each finding / observation. Diagram 4 provides an outline of
the expected management response to, and monitoring of, recommendations. This has also been taken
from the Department’s Risk Management Framework.

Diagram 3: Risk Assessment Matrix

RISK ASSESSMENT MATRIX

Australian CGovernmncnt

= Department of Health Likelihood
e :

Rare Unlikely Possible Likely Almiost Certain

Exceplional
circumstances only

Coukd oCcur at some Wil probably oocur in Expectad inmost
L most circumstances drcumstances

General description of Conseguences Mot expected to ocour

goalsiobjectives

Would stop achievermsnt g A
I of functional Severe High High Extreme

Wauld threaten functional

goasiobjective(s) Major Medium Medium High High Extreme

Reguires significant
[adustment to overall
function to achisve.
objective(s) '

Would threaten an i %V :

Moderate Medium Medium Medium ‘E!lﬂ‘ﬁ f‘ﬁh

Consequence

alament of the function
and would require sorme Minor '@ . < Medium Medium Medium
[adjustment to achieve | g D

objective(s) A

Lower consequence o ,r{ .‘<" I§ &

[achievemant of Insignificant - i Low Low Mediumm Medium

objectives. e r« fﬁ

Diagram 4: Risk Tolerance

Risk Tolerance Table — Action Required

Must be given immediate senior managementatiznfon. Risk assessment and approvedplan, including
treatments, must be undertaken.

Must have considerable managementatiention fo reduce risk o aslow as reasonably possible. Risk
assessment and approvedplan, including freatments, must be undertaken.

Medium Risk should be managed and monitored. Risk assessmentand approved plan required. Ifconfracts are
working eflectiveness than additional reatments are optional.

Low Risk should be managed and risk and confrols monitored.
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Attachment B: Timeframe for Performance Framework Update

The below table identifies the timeframe for key assurance and oversight activities in the updated in the
performance framework, as outlined in the document ‘Draft performance measurement and reporting
framework - 2018 assurance activities’ (21 March 2018).

Deliverable Assurance and Oversight Activities

2018-19
Porfiolio Budget
Statements

Performance
Information in
2018-19
Corporate Plan

2017-18 Annual
Performance
Statements

Review of
Performance
Measures

December 2017 -
May 2018
Status: Underway

March - July 2018

Staus: To commence
shortly

June — Oclober 2018

TBC - September —
December 2018

(o inform nextannual
performance reporfing
cycle)

FMD fo monitor compliance with statutory reporiing requirements.

Each performance measure ‘checked and challenged’, with
recommendations made in accordance with guidelines, ANAO reports and
Joint Commitiee of Public Accounts and Audit findings [FMD].

FAS fo provide clearance and assurance ofthe PBS content relevantto
their area of responsibility . Assurance relates fo accuracy, adherence o
PGPA Act reporfing requirements and record keeping.

Ministerial and accountable authority approval.

FMD to menifor compliance with statutory reporfing requirements.
Exfract of performance measuresto be developed in accordance with
guidelines and recommendations from internal audit and other oversight
mechanisms. [FMD/programowners]

Proposed performance measures o be provided to Auditand Risk
Commiftee in June for feedback. Copy of draft Corporate Plan to be
provided outof session, depending on fming.

FMD to monitor compliance with statutory reporfing requirements.

Risk rating o be applied to each measure b determine whether they are
supported by appropriate level ofassurance and fo test voracity of data.
Programowners fo provide updates on performance fargets.

‘Check and challenge’in relafonto performance reporfing content, with
recommendations made in accordance with guidelines, ANAO reports and
JCPAA recommendations [FMD].

FAS fo provide clearance and assurance ofthe Annual Performance
Statement contentrelevantto their area ofresponsibility. Assurance relates
to accuracy, adherence to PGPA Act reporting requirements and record
keeping.

Draft Annual Performance Statements fo be provided to ARG for early
feedback.

Ministerial and accountable authority approval.

Establish a working group wit range of siakeholders fo undertake areview
of programperformance measures.

Apply risk framework and maturity model to all measures o inform how
programowners are measuring performance.

Amend and finalise performance measures for nextreporfing cycle.
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5 Australian Government
“ Department of Health

Attachment C: Result of Diagnostic Tool

A summary of our assessment of the sample using the diagnostic tool is shown in the table below:

Sample of Performance Criteria ANAD Comments

Diagnostic

Tool

Program 1.4: Health Peak and Advisory Bodies

Performance criteria. Engaging with the health sector to
communicate and facilitate the development of informed health
policy.

Perfonrmance Measure: Successfully hamess the health sector to
share information relating tothe Australian Government's health
agenda.

2016-17 Estimated Result- The Department maintained
agreements with health-related national peak and advisory
bodies to disseminate information and provide advice on health
issues, which were considered when health policies and program
were developed.

Relevant

Reliable

Compleie

(Focused): The estimated result addresses the performance criteria and details major activites by including
reference to agreements.

(Understandable): The measure allows the reader to understand the performance criferia/program in plain
English.

“focus orthe types of acfivifies engaged in under te agreements.

(Measureable): The measure can parially be quanified since it refers to maintaining agreements (however, it
does not specily the number). Therefore frends of performance cannot be measured or analysed. There should
be further information about whether itis ideal o increase the number of agreements, fo increase coverage or

determining whether the farget has been achieved. From the informafion provided, it may be dificult to ascertain

(Free from bias): The resulis and performance informaton can be easily misinterprefed and open to bias when

if the agreements themselves dnve quality and volume of contnbutions of health secfor confributions 1o health
policy . There are limited defails in the measure about whether these agreements facilitate twoway
communication, and whether the Department is engaging with the correct bodies or receiving the correct
information.

(Balanced): There are no quanifative measures in this measure, creafing an unbalanced overall performance
siory. There needs fo be sufficient data from a range of quantitaive and qualitative sources. This may include
further information about the performance critena or the compliance reporiing for funding arrangements (io show
consultation with members, sharing information, coninbutions to the Department). It is unclear the actual impact
on policy development these agreements have had from the cumrent information provided.

(Collective): While the measure aligns to the objective, it Is unclear the actual impact on policy development
these agreements havehad.
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. \ Australian Government
¥ Department of Health

Program 1.3: International Policy Relevant
Performance criteria: Engaging intemationally on health issues.

Performance Measure: a Australia’s health system integrates
evidence-based international norms and standards and remains
at the forefront of intemational best practice. b. Australia’s
relationships with key countries are strengthened and its interest Reliable
in health are supported.

2016-17 E stimated Resuit”

a. The Department actively engaged intemationally to protect the
health of Australians and advance Australian interests. Significant
fora included the:

= World Health Organisation Westem Pacific
Regional Commiftee meeting.

= QOrganisation for Economic Co-operation and
Development Ministerial meeting and Health
Committee.

= AsiaPacific Economic Cooperation Senior :___
Officials Meetings. Complete

*  Commonwealth Fund Intemational Symposium.

b. The Department has worked to strengthen and invigorate long
standing relationships as well as bild new relationships with
emerging countries in the Westem Pacific region.

= A health cooperation Memorandum of
Understanding between Australia and the United
States was signed in January 2017

= India-Australia and Gemrmany-Australia
Memoranda of Understanding were completed in
April and May respectively.

The Memoranda of Understanding provide platforms to form
strategic partnerships on new health related technologies and to
continue dialogue on managing global health challenges.

(Focused): The esimated result links o the performance crileria and lists some major acfiviies underiaken by
the enity.

(Understandable): This measure allows the reader o understand the performance criteria and key activiiies
undertaken in plain English.

(Measureable): The measures are not quantfiable as they are presented. Nomefrics are used so it is not
possible fo accurately measure performance and the trends. The integration of intemational norms cannot be
measured, nor can the strength of relatonships. Sufficient information is not provided around actviies (e.g. what
was the Departmenfs confnbution. in these fora or the impact of the intemational engagement). Itis not clear
what the related outcome is for supporiing ‘inferest in health’. The proxy mefrics (such as the channels for
infernational  engagement) should be included in the measures so that itlinks to the estimated result For
example, stakeholder feedback or relaionship surveys.

(Free from bias): Itis unclear whether these four listed fora represent achievement of the goal level of
engagement, or whether there were areas where the Depariment intended to engage intemationally but did not
For example, there is no reference to how or where intemational norms and standards havebeen iniegrated info
the health system or the focus areas of the fora.

/(Balanced): There is opportunity to consider how Departmental input contributes towards the outcomes of the

meefings. Itis unclear whether increased MOUs and fora represent improved quality of international
engagement For example, there is no reference fo how or where international norms and standards have been
integrated info the health systemor the focus areas of the fora.

(Collective): It is unclear how infernational engagement Is progressing as a whole. There is opportunity o
discuss outcomes such as health related technology advancements or examples / case studies of the sirengh
of relafionships. However, this measure is cumrenfly focused on aclvities (MOUs and fora). The performance
should clarify demonstrate the value from the selected fora and MOUs as chosen plafforms for intemational

engagement
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R \ Australian Government
Department of Health

Program 2.7: Hospital Services GEEENEE 1 | ¢ | (Focused): Delivery of program is unspesific and the performance cannot be measured as it does not provide
Performance ciiteria; Supporting the States and Temitories to SPECARS WEC R GR 0L RO oCRONS O Tiks e Sk oo Wck e Bk B Jpay e ]
deliver efficient public hospital services. how itis going fo be achieved and measured against fargets. As the criteria related to ‘eficient public hospital
services, there should be a measure that demonstrales provision of advice o confribute fo efficiency , including

Performance Measure: Provide advice to the Minister and reform agendas.
extemnal stakeholders in relation to public hospital funding policy.
2016-17 Estimated Result: The Department provided advice and 2 | 7 | (Understandable): The measure allows the reader to understand the performance criteria/program. However,

sufficient information is not provided around activities (e.g. it does not provide defail around how it will provide
advice and analysis around hospital funding or how it will measure performance and achieve is targets). There
is opportunity o include further information about the detail of the analysis being provided, such as case studies.

analysis in relation to public hospital funding, including
development of the National Health Reform Agreement
Addendum.

GEIEIGEEE 3 | & | (Measureable): The measure can be considered measurable since advice was provided. However, there is no
detail about the frequency, quality or detail of the advice. As there are no defined mefrics, it is not possible o
accurately measure performance and the trends and whether it has sufficiently achieved its targets. Consider
qualitaive measures such as case studies.

4 | x | (Free frombias): Due to the measure being qualitative, vague and the measure performance is based on a
weak daia source (e.g. key dates), performance information can be easily misinterpreted and open o bias when
determining ‘whether the farget has been achieved. The provision of advice cannot necessarly be linked with the
level of support to deliver efficient public hospital services. Itis also unclear whefher additional provision of
advice o the minister would be considered a positive or negafive impact

' Complete &) = (Balanced): Itis unclear whether there are other channels (such as engagement with stales/ternifories) which
should be considered as channels for supporing advice and whether the advicefo the Minister is the key
platiorm for providing support.

6 | © | (Collective): There isno detail on the collective ouicomes. While management has an understanding of the
positive outcomes (such as the level of stale and ferniory agreement) this is not capiured in this performance
measure.
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R ‘ Australian Government
* Department of Health

Program 6.2: Home Supportand Care

Performance criteria. Providing home support for older people
who need assistance to keep living independently.

Performance Measure:

a  Commonwealth Home Support continues to assist

older peaple to stay independent and live in their
homes and communities for longer.

b, The Commonwealth Continuity of Support Program
continues to be implemented in a phased approach to
support efigible older people with a disability.

2016-17 Estimated Resuif:

a  Services continue to be provided through the
Commonwealth Home Support Program, including

growth funding to support the changing needs and
growth in Australia’s ageing population.

b. Commenced implementation of services in regions
across Queensland, New South Wales and Tasmania.

Relevant

Reliable

| Complete

(Focused): The crieria/measures link o the program objeciive.

(Understandable): The measure allows the reader fo understand the performance criteria/program.

(Measureable): The measure is not easily quantifiable and only stales that the Depariment is implemenfing two
programs fo meet the program objectivefoutcome. There are no specific measurable targets that demonstrate
the trend of performance (e g no mefiic measuning the progress of how many people are using each of the
programs and whefher this amount is increasing or decreasing, are recipients safisfied with the product, does it
allow recipients fo remain independent). | There is limited detail concerning each measure’s targets and what
activiies the Depariment are undertaking fo increase te amount of people receiving home support or the
Commonwealth Continuity of Support Program.

(Free from bias): Due to the measure being high level, qualitaive, vague, performance information/resuls can
be easily misinterpreted  and open to bias when determining whether the target has been achieved, as it is
unclear whether the proportion of the population that is infended to be assisted is aclually being assisted.

(Balanced): In the context of Program 6.2 there is a mixture of qualitative and quantitaive measures, to provide
information on-actviies.

'[Collecﬁve}: Overall, the measures show vanous qualitafive and quantitaive aspects of the activities engaged

in fo address the overarching objective.
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R ‘ Australian Government

* Department of Health

Program 6.2: Home Supportand Care

Performance criteria. Providing older people access to a range of
ongoing care services to keep living in their own homes

Performance Measure: Provide support to older people with

complex care needs to keep them living independently in their
own homes through the Home Care Packages Program.

a Number of allocated Home Care Packages
2016-17 Estimated Resuit- 90,763

‘ Legend: Symbol

Relevant

Reliable

Complete

Meets criteria v
Does not meet criteria X
Partially meets criteria

(Focused): The measure links io the program objective and coninbutes o the overall achievement of fe
outcome. The measure is fargeted in regards to how it will deliver and meet the performance measure’s targets.

(Understandable): The measure provides sufficient information conceming the delivery of the measure._ It
provides the reader with context around the selection of the Home Care Packages fo recipients and the crileria
the Depariment follow fo select the most appropriaie recipients.

(Measureable): The measure is quantiiable —Number of allocated Home Care Packages provided to older
people with complex care needs to keep them living independently in their own homes. This enables
performance trends to be identified overtime. The overall dollar value of these packages could also provide a
meaningful comparison overtime.

(Free from biaé): Dueto the measure being a metnc and being based on a strong data source (Aged Care
Planning Region (ACPR) and Home Care Packages Data Report), there is limited opportunity for
misinterpretation. However, the dollar value may provider greater context

(Balanced): Inthe context of Program 6.2 there is a mixure of qualitaive and quantiative measures, fo provide

information on activifies.

(Collective): Overall, the measures show varous qualifaive and quantifaive aspects of the activiies engaged

‘Info address the overarching objeciive.
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