MINISTRY OF SOCIAL

1.6 AUG 2017

Dear

On 15 May 2017, you emailed the Ministry requesting, under the Official Information
Act 1982, the following information:

* A breakdown of how annual income reviews for Work and Income clients are
conducted and how calculations are made '

° Any reports, briefings, aide memoirs, research, and advice given to the
Minister or Ministry executives that are about, or include mention of,
conducting annual reviews for clients within the period from 2012-2015
inclusive since January 2017; and

e The total number of annual reviews conducted for Work and Income clients
(excluding standard ones for the most recent annual period) since January
2017, broken down by what years the review was conducted for.

Work and Income undertakes 2.8 million transactions every year, to assist over 1.1
New Zealanders, until such time that they can support themselves. These
transactions include the annual review of income received by clients who receive
income from employment or another source.

Clients who fall into this category for a review will be in receipt of a Sole Parent
Support, Jobseeker Support paid at a sole parent rate, Supported Living Payment or
New Zealand Superannuation with a non-qualified partner included, or a grand-
parented client receiving Jobseeker Support. Further information regarding the
Review of Annual Income process and how income is charged for these benefits can
be accessed on the Ministry’s website at the following  web-link:
www.workandincome.govt.nz/map/income-support/main-benefits/index. htm|

Enclosed are three documents which will be of interest to you.

e Memo titled, 'Confirmation of income letter backlog remedial plan’, dated 4
November 2016.

e Memo titled, ‘Annual Income Reviews’, dated 23 May 2017.
e Memo titled, 'Review of Income’, dated 1 June 2017.

The documents outline recent decisions made about how Work and Income staff will
process annual reviews for this group of clients.

In the reports enclosed, you will note that the names of some individuals are
withheld under section 9(2)(a) of the Act in order to protect the privacy of natural
persons. The need to protect the privacy of these individuals outweighs any public
interest in this information.
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Some information is withheld under section 9(2)(h) of the Act in order to maintain
legal professional privilege. The greater public interest is in ensuring that
government agencies can continue to obtain confidential legal advice.

Your request for copies of documents provided to the Minister between January 2017
and 15 May 2017 about the management of annual reviews for clients for the period
2012 to 2015 is refused under section 18 ( e) of the Act, as this information does not
exist

I am unable to provide you with the total number of non-standard annual reviews
conducted for Work and Income clients since January 2017, broken down by what
years the review was conducted for as it is held in notes on individual case files. In
order to provide you with this information Ministry staff would have to manually
review thousands of files. As such I refuse your request under section 18(f) of the
Official Information Act. The greater public interest is in the effective and efficient
administration of the public service.

I have considered whether the Ministry would be able to respond to your request
given extra time, or the ability to charge for the information requested. I have
concluded that, in either case, the Ministry’s ability to undertake its work would still
be prejudiced.

The principles and purposes of the Official Information Act 1982 under which you
made your request are:

e to create greater openness and transparency about the plans, work and
activities of the Government,

e to increase the ability of the public to participate in the making and
administration of our laws and policies and

e to lead to greater accountability in the conduct of public affairs.

This Ministry fully supports those principles and purposes. The Ministry therefore
intends to make the information contained in this letter and any attached documents
available to the wider public shortly. The Ministry will do this by publishing this letter
and attachments on the Ministry of Social Development’s website. Your personal
details will be deleted and the Ministry will not publish any information that would
identify you as the person who requested the information.

If you wish to discuss this response with us, please feel free to contact
OIA Requests@msd.govt.nz.

If you are not satisfied with this response regarding annual income reviews, you
have the right to seek an investigation and review by the Ombudsman. Information
about how to make a complaint is available at www.ombudsman.parliament.nz or
0800 802 602.

Yours sincerely

Ruth Bound
Deputy Chief Executive, Service Delivery
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To: Ruth Bound, Deputy Chief Executive Service Delivery
CC: Dwina Dickinson, Group Manager Operations and Channel Services
[Section 9(2)(a) Privacy of Natual Person|
Director Operations Centre
From: Lindsay Meehan, General Manager Centralised Services
Date: 4 November 2016

Security level: . IN CONFIDENCE @ «
, S\ 2

Confirmation of income letter backlo&e\é\él

Action: For Information @Qg

Purpose

The purpose of this document m YO0 iSsue identified within Centralised
Services (CS) regardlng -* tleme inancial impact of not applying an
annual review of their ce 201

Backgrou <§%§
n 21 . tled a claim before the High Court regarding the period
of incom was use n completing a due-paid assessment. The High Court case
he practice of adopting a separate income year and review year,
ere n d with each other or with the client’'s commencement date of

tr o anged the way we complete due-paid assessments. This means that the

perlod the Ministry use for due-paid assessments completed as part of a client’s

al review or 52 week reapplication is now defined as the 52 weeks from the benefit

r pension commencement date and the rate of benefit must be determined using
ncome earned during the same 52 week period.

A due-paid assessment will be completed once income has been confirmed or verified.
Income earned during the 52 week period following the client's commencement date, and
each 52 week period thereafter, is assessed against the benefit that was paid to the
client during this time. Please see Appendix A for how affected clients are categorized.

A new centralised unit in Ellerslie, Auckland was set up to manage the new review of
income process that was introduced from 15 September 2014,

We help New Zealanders to help themselves to be safe, strong and independent
Ko ta matou he whakamana tangata kia tt haumaru, kia td kaha, kia ti motuhake




The Issue

Clients are sent a letter 4 weeks prior to their review date to either confirm the income
the Ministry has recorded is correct, or provide verification of their income if it has
changed.

Clients can confirm their income by not responding to the letter and the review is |
completed using this information.

There are two reports generated daily which include all clients that have been sent the
“Confirmation of Income Letter”.

¢ Confirmation of income letter no contact list
e Confirmation of Income letter suspended resumed list

When the centralised unit was first setup S2P workflow man ueu %
established to manage the work received; however the two br% orts @on

above were not included in the initial development.

In November 2015, following a review of briefcase rep a alised umt these
two reports were identified as not being proces @hat ti unit were in
considerable backlog and a decision was ma Iay cessing on the
understanding that clients were not fmancn ‘ eir income had not
changed.

A sample of 217 cases were analyse @
clients revealed that:

o 27% were either du oro
considered for de Welii u
1964)

e 36% requ1r

understand the impacts to

v to us (all debts established will be
ction 86(9)(a) of the Social Security Act

d u foll o review their situation and any possible impacts
fur

the unit commenced processing this work (excluding

2 carrled out to develop a new S2P queue to ensure this was
Nex@@
rrently investigating if all reports prior to 12 September 2016 can be re-

to identify the potential back log going back to September 2014 - the lists are
wntten each day. We know that on average 65 appear on this report daily. There is

the possibility that IAP will not be able to provide this information. We expect to get
more information by 7 November 2016.

If the historical data can be provided, further investigation will need to be completed to
identify which clients require a review and determine the resources that may be needed
to carry out the reviews. We will provide an update and a plan of how CS will manage
this backlog when this is known.

While some clients have been financially impacted it is unlikely they will be aware of this
because their income has not changed and they will potentially believe they are receiving
the right entitlement.




If we are unable to obtain the historical data, Centralised Services will continue to work
through the daily lists and if required will carry out an assessment back to 2014 (this is
normal practice when an annual review form is completed and returned). This will mean
that it may take up to a year before everyone has had a full assessment.

As a result of the delay, there is a risk that:

 clients will be entitled to significant arrears which may result in complaints |
+ this issue gets media/Ministers/advocate attention from client escalations

While the likelihood of people complaining is low, the consequence if it does get media
attention (especially taking into account recent incidents of incorrect payment e.qg.
Accommodation Supplement) would be high.

We will provide you with a further update by 11 November 2016.
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DEVELOPMENT

TE MANATU WHAKAHIATO ORA

To: Ruth Bound, Deputy Chief Executive, Service Delivery
From: Lindsay Meehan, General Manager, Centralised Services

Date: 23 May 2017

Security level: IN CONFIDENCE &@@%@
SQL

Annual Income Reviews @ » @\B
Action: For Information @@

Purpose

The purpose of this m @rov' @
the Parliamentary Qu% /5

Backgroun
On 21 May 2 he §inis&ettled a claim before the high court regarding the period
i v S

wa en completing a due-paid assessment. The High Court case
h i practice of adopting a separate income year and review year;
ed with each other or with the client’s commencement date of

Th ry thanged the way it completed due paid assessments and the period used for

de infhg income to complete a due paid assessment. A client’s annual review is now
n d as the 52 weeks from the benefit or pension commencement date.

From 15 September 2014 clients receiving specific' benefits/pensions were required to
complete a review of income 52 weeks following their commencement date, and every 52
weeks thereafter.

For clients that also declare income during this period the Ministry completes a due paid
assessment to determine their correct entitlement for the year.

In 2014 a new centralised unit was set up (CSEU) to centralise the processing of annual
income reviews as a result of these changes.

! Sole Parent Support, Supported Living Payment, Jobseeker Support — only: sole parent clients, and
grandparented clients, Emergency Maintenance Allowance, Emergency Benefit — only where the analogous
benefit is Supported Living Payment, New Zealand Superannuation or Veteran’s Pension — those clients and
their partners receiving the non-qualified rate of payment.




The Issue

In order to manage the work generated by this change, workflow management queues
were established. To support staff in the unit briefcase reports were also meant to be
provided, however these were not implemented at the same time and without these
reports the staff were unable to identify the clients who needed to provide verification of
their income and those that didn't.

Clients that are required to provide verification are sent a letter advising them of this and
when they provided verification a due-paid assessment was completed and their
payments stopped if they did not provide it in a set timeframe (20 days).

However, clients that are not required to provide verification are sent a letter and are
only required to respond if the income we hold is incorrect, with a review to then be
completed based on the information we already hold.

In July 2016 the unit identified that these reviews, where the client is apt required t;
provide verification, were not being completed.

This issue was further exacerbated as some of the clients had reviev\@
completed for a few years (as far back as 2014).

From Monday 12 September 2016 the unit commence cessing 8 reyjews
(excluding the backlog). Work was also carried out a neWw §2P yueue to
ensure this was visible and included in their day t rk.

With the current work being processed BA ve C ing if a Review of
Income is outstanding for previous yea i pted to complete a due

paid assessment for all periods. Thi that
obtain verification of the clients’ inco r thoge

gQe cases were required to
) periods - some up to three
years in the past. This proces@e ss for clients as they often did not
still have access to the verift i

IAP provided a report @v

of this data revealed Y99
completed and Ra prigriti

.= affected as at 12 September 2016 Analysis
igue<lients may need a Review of Income
follows:

ade contact with CSEU and a review has not been
firsk established in September 2014.

contact but it can’t be directly related to a Review of Income
sed for the client is more likely to have been a Confirm Your
s)gran NZS Annual Circumstances Review action)

« 25% had a review completed and require no further action until their next Review
anniversary date.

+ 20% have had a Review completed without requiring additional information from the
client.

« 55% required more information (verification of income) from the client to complete the
Review,

The unit stopped processing this work on 1 May 2017 because of resource constraints
impacting on other work queues. Despite this work, the current work on hand in S2P is




6,098, on top of the 55% of the original 21,995 that were identified that may need to be
reviewed from previous years.

Next Steps

Centralised Services are investigating options to address this issue, including:

* The most efficient/effective way to process all the client records that require a Review
of Income

* When/if verification is required for clients, especially when the review period is in the
past. Considering the same approach as used with the Accommodation Supplement
Alignment issue which was:

~Assess client's entitlement based on the information held on their record, i.e.
Forms completed by the client, verification already scanned on their record, notes
added to the client's record

~Where there was doubt or conflicting information, assess th ! entitl@
to their advantage

~Use a 'net' approach where there are periods of und@ t and ent

~ Consider writing off debt where the client had p eyled the infoxxatign requested
or where it was unreasonable to request the/dnfsfmation due elapse
timeframe but the Ministry had not proc: --"-: evj ime period.
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To: Ruth Bound, Deputy Chief Executive; Service Delivery
CC: ‘Dwina Dickinson, Group Manager Operations-and Channel Servi‘cem@@_
y Fromu Lindsay Meehan, General Manager, Centralised Services. ” Z;.{’

Date: ‘ 1.June 2017 %:@ @ §>

Security level: IN CONFIDENCE

2
Review of Income \V %U -
. @@ K ’

- Action: For Approval

Purpose

The purpose of |

@ The Ministry changed the way: it completed due paid assessments-and the period used for
deteérmining ihcome to complete -a review of income. A client’s annual review is now
defined as the 52 weeks from the benefit of pension commencement date:.

From' 15 Septembet 2014 clients receiving Speciﬁc1 benéfifs/pensibhs were.required to
complete g teview of income 52 weeks following their commencemeént date, and every 52
weeks thereafter:

* Sole Parent:Support, Supported:Living Payment, Jobseeker Stpport — only: sole-parent-clietits,-and grandparentéd cliehts,
Emergency Malntenance Allowante, Emergency Benefit ~ only where the analogous benefit is: Suppoitéd Living Payment, New
Zéaland Superannuation or Veteran's Pension — those clients ahd-thielr partners recelving the non-qualified rate of payment.




For clients that declare income during this period the Ministry completes a review of’
income to:check they have been paid correctly and carry out a due pald assessment to
determine any shortfall or overpayment. :

In 2014 a new unit was set up (GSEU) to centralise the processing of annual Income
reviews? as a result of these changes.

The Issue

When the work was centralised, a decision was made.to simplify the process by taking a
risk approach to decide whether income should be verified depending on the
characteristics of the client as defined below:

and
- Deliberate or doubtful debt established at any point i
- Debt level @bove $10,000 at any point in time; or
- Deficit of income vs. payees:
« Benefit has been suspended due to excess incorne dyjldg
e Income not updated in past two years
All clients receiving. Emerdency Benefit or Emek

income) d
Any otk

taaWannual review form that is required to be returned with verification
siFicome; clients who do not provide the verification within 20-days have
sk payments suspended untll the verification is received

. Confirm the income the Ministry has recorded is correct (also known as the
@ ‘Confirmation of Income’ fetter)y clients who-do not respond to the confirmation of
income letter within 20 days are treated -as having confirmed thelir income-and the
review is completed using-our existing infermation.

2 Annual Reviews are. cartled out'under Section 81(1) of the S8 Act 1964

81 Review of benefits

(1) The chief executive may from.time to time review any benefit in order to aseertain—

{a) whether the beneficiary remains-entitled to receive it; or ) , _ L o R

(b) whether the beneficiary may not be, ormay-hot hiave been, entitled to receive that benefit-orthe-rate of benefit thatis orwas
payable {6 the beneficiary—

and for that putpose may require thie beneficiary or his or her spouse or parther to provitle-any infétmation orto-answer.any
relevant question orally-or In writing, and in the manner specified by the chief executive. If the beneficiary or his or her spouse or
pariner fails to comply with such a requirement within such reasonable period as the. chief executive specifies, the-chief
executive may suspend; terminate, ‘or vary-tfie.rate of benefit from-such date as the chief executive:determines.




Under both of the above scenarios, if a client does nct respond within 20 days, theif
details will show up on a report for further follow up action by CSEU.

When CSEU was first set up (September 2014), workflow management queues were
established to store-and manage the work received. Clients under scenario A, as
described above, were represented and processed accordingly from day one.

However the report identifying the clierits that did .not reply within 20 days under
scenario B were not included in the initial development of the work queues. As a result,
the unit were unaware. this work needed to be done until it was identified in Noveimber
2015,

At that time, the unit was in severe backlog and a decision was made to delay the
processing on thé understanding that’the clients were not financially affected i.e that
theirincome had. not changed. This means:that an annual review: of income has not been
completed since September 2014 for these clients.

This issue was again raised in August 2016 when CSEU sampled sory
of those .cases is outlined below. From September 2016, CSEU
work on the lists generated from September including any ca
reviewed in previous years.

information held may not have
& clients anxiety at having to provide

Sviepuie carried.out if there was not chahge'to thelr

at are produced for clients who would ordinarily be subject
uding ar end to end precess) and this issue was to’be included,
at the intent of the changes made in 2014 and the trust model that

ki ""grc&vas established to look at the business. processes that
O
) S ?

@ Ybusiness processes that were developed back in 2014 for Scenario:B cases intended
0 carry out a review of income based on the information held if the client did not contest
the detalls in the*Confirmation of Tncome letter’ within 20 days. This approach aimed to
reduce. effort for the client and streamline it. There is however, still a requirement to
review-every record.

Carrying out a review on the information that is already held in the clients’ record would
suggest that a due paid assessment is not required i.e there is no evidence to suggest
the record is incorrect if the client has ot advised of any.change.

However CSEU found that in more than half of cases the information we held on the
clients’ record was not sufficient to. determine if the client had been -paid the correct




entitlement over the previous year(s) and a request for income verification from the
client was needed.

Through-analysis-of a sample of cases completed we have found that:
s 25% required no further action until their hext.review anniversary-date.

¢ 20% were able to be processed withotit requiring additional information from the
client.

o 55% required more information (verification of income) from the client to
complete the review.

‘The need to request further information and verification of income has. therefore added
rework to the:on-geing demand for these cases. It also raises:questions around the
robustriess and validity of the current business. process introduced In ;

In the- case of annual benefits; a client can declare at any time
carried out on the income they have declared over 52 weeks.

likely to result in a debt forthe client if we are using t
This issue s commpounded by the fact that new wa
introduced (e.g. MyMSD).

@lightof the above; we
_ : s ¥ipfas purpose and whether there
-dgardlesso “ )

clients’ entitlemernits are assessgd>sorreetly.

‘ :
In-addressing the iss r‘oce he“hackiog of 21,995 client records we require a

o
s
NSl

ard foNdQW\we process the outstandirig income réviews and the
e Waﬁ% is (including any resource.implications).

ow the current business process as intended
omplete-a full review of income (back to 2014 if necessary) using the income
information held. without requesting-verification and;

@ s Dependihg on the outcome the client would elther be paid the arrears-dile or a
debt will be established and considered for debt write off under Section 86(9)(a)
of the Social Security Act 1964, ;

Impacts, Benefits, and Risks:

o Review of Income tasks will take longer to process than normal and may date
back several years N




Legal aavies

[s9(2)(h) OIA Legal professional privilege]
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s9(2)(h) OIA Legal professional privilege]

THIBTEhITes

hich we addiess:thebadklog there are tworopHiohs £




Reqaest , o

verification? hio No Yes ves
Task force? No Yes - No. Yes
Recovery . 3 .

Duration 12 months 3 months. 12 months 3 months
Additional : : P
Estimated FTE | 12.3 ) 66.6 14.3 110.1
Financia cost | "R | ypo [ Mg dn [ upio
Estimate baseline $1,250,000 baseline $2,100;000
Risk Low Low Medium High

, From the table above you can see that Option 1 - A is the most cost effective,. minimal
impact on the client and the business but will take 12 months to co@

Note: The financial costs outlined in Option 1-B and 2-B have h a‘ted?@j \J
basis that new staff would be employed and infrastructure requiregNh e
model currently used). This will depend ‘on how a taskforce wowld be get u’%anage
this work should either of these options- be approve @

Next Steps

a. Chief Executive

b: Minister's Office

these are v

@

¥ 1-A; review clients at their next anniversary date based on the
on the clients record (without requesting further information). A
prioy Yecors YES// NO

%%: that CS will continue to apply the-business process to b.n—going ‘work as it was
@ »signed and intended in-August 2014 using existing resources.
- /' NO

Agree: that CS will work with Operational Policy and other relevant stakeholdets to-
determine if the current business process and practice:is fit for purpose. -
(YES 3 NO

- /2//6///? ’

Date

Deputy Chief Executive Service Delivery




16 Decamber 2016 Otahuhu
Setvice Gentre

Raviswof Inconis

Outt racords show that you've earhed Iricoma in-addition to yoyip
look at-how much you've earhed-and cormpare this with the
parlod to make sure we'Ve paid you the right amount.

We need t6 reView your benéflt fror. 04 Decambers

Please check the following detalls you've oV (
This Is fo ke sure-we have them recordegcodrgc y &

Eatriings ZANN \\ _ <3 ) 330,996,569
: AN\ oAl 410,986.59,

What you need to'tlo

(bles of the types of Ineome and proof of eainings we need are on the back of this letfer.

You have ntil 17 January 2017 to get this information to us, ‘otherwise.wa'll complete yourreview using
thé. information we have.

Aol gonedys  SREMA A/ﬂ,dw/amw% i« pddest,

v No pomineer ot 4 At o,




