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In this report, we analyse the current state

of grants management in Australia and apply
KPMG's customer-first lens to the processes
at both levels of government. We identify
opportunities to reduce fraud, improve the
recipient experience and provide a holistic view
of spending across a full portfolio.

The outcome of a modern grants management
approach is an increase in public accountability
standards, improved data quality and a more
resilient program.

Government grants play a pivotal role in
Australia’s wellbeing, especially during times

of crisis. But the rush to distribute funds quickly
—along with ageing technology and siloed
operations — can lead to flawed allocations,
increased fraud, swollen administration costs
and suboptimal recipient outcomes.

In an environment where expectations are
high and public scrutiny is intense, how can
governments streamline processes, cut through
complexity and reduce the cost to serve?

This report explores the grant management
landscape, unpacking the challenges and
opportunities to define a new way forward.
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The evolutionof
grant programs

The devastating combination of local
bushfires and floods, the war in Ukraine
and a global pandemic triggered an era
of economic uncertainty in Australia.
Grants, one of the main levers of
government providing support for
individuals and businesses, became
part of the public conversation and

with that came increased scrutiny.

From design to execution and evaluation, the volume and
urgency of grant programs required in recent years surfaced
flaws and revealed questions about integrity and transparency.
While many programs were rapidly introduced, they were also
subject to high levels of fraud. The need and context for grants
has changed and will continue to change, meaning how they're
designed and implemented also needs to change.

All'levels of government in Australia have a responsibility to
define grant programs and deliver funding efficiently and fairly.
__Recipients can be individuals, not-for-profits or businesses.

: 3 KPMG, an Australign partner
ted by guarante%l ri@hts reser
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Grant programs fund
avariety of activities

Ongoing service delivery,
such as programs that support
vulnerable families and children.

1.

Supporting transition
activities, such as industry or
structural adjustment grants.

Supporting large-scale
capital projects.

Responding to an
emergency or crisis, such as
natural disasters.

Currently, it's difficult for administrators to have visibility

of what grants are given, in which locations, to whom

and for what reasons. These programs often have a highly
manual and relatively high-cost operating model, thanks to
outdated processes and technology. This hinders the ability
of elected representatives, including mayors and ministers,
and administrators to move at pace, work efficiently and
minimise fraud and error. They can also prevent officials
from having a clear understanding about the impact each
grant program has for its recipients.

The inefficiencies from these outdated models also
create high operating costs. There's an opportunity to
reduce these costs so that ultimately more grant funding
is available for recipients.

mber firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited, a private English company
Gigame and logo are trademarks used under license by the independent member firms of the KPMG global organisation.
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The grants landscape

Almost The Commonwealth Fraud Prevention
Centre estimates between

mmon % and 595%

was distributed through grants from the of total funds distributed
Commonwealth Government in Australia can be attributed to fraud
in the 2022-23 financial year.’ or payment errors.?

TOTAL COMMONWEALTH GRANT PAYMENTS BY SECTOR 2022-23 ($ MILLION)?

Health $29,681 36%
Education $27708 34%
Skills and workforce development $2,264 3%
Community services $1,228 2%
Affordable housing $2,477 3%
Infrastructure $11,932 15%
Environment $2,160 3%
Contingent payments $1,550 2%
Other $1,804 2%
TOTAL $80,803
v@" ! T 9%
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T Commonwealth Government, 2022, Budget Paper 2 table 2.2, (source)
2 Commonwealth Fraud Prevention Centre, 2021, Understanding the Fraud Problem in Grants (source)
3 Commonwealth Government, 2022, Budget Paper 2 table 2.2, (source)
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Over the past decade, we've seen an increase in the grants required for emergency
situations such as natural disasters, when the timely distribution of government funds
are essential to the recipients’ survival and wellbeing.

Recent global events and natural disasters generated an extraordinary need for new,
large-scale and urgent grants, and we see the need for that only increasing as the
effects of climate change continues.

$2b Royal
Commission into COVID-19 economic support
National Disaster totaling $291b
Arrangements
$2.2b committed to
$15b National the National Bushfire

Reconstruction Recovery Fund Review of $2b
Fund Community
$297m NSW Floods — Small Health and
Queensland Drought Communities COVID-19 Business and Primary Hospitals
floods Drought 2017 to 2019 Program extension pandemic Disaster Recovery Grants Program
2011 2017 2018 2020 2021 & 2023

& _
£ & S 5 & B o |8

S

o
2012 2014 2015 2016 2019 2022
Carbon tax 20 Million Paris The 2016 ‘Census fail’ Black Summer bushfires QLD and NSW Severe Weather
introduced Trees Agreement and Flooding 2022
in Australia Program on climate $100m Sports rorts
change scandal — Community Disaster Recovery Funding
Sport Infrastructure Arrangements (DRFA) — NSW
20-year Program and QLD Floods
plan for
infrastructure $272m Regional Inquiry NSW Review of integrity of
in the north into Regional Growth grant program administration
of Australia Fund

Review of $1.8b
Better Regions Fund
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Types of grants

Grant programs at federal, state and council levels in
Australia are either proactive or reactive.

A proactive grant program focuses on a
specific goal and has a long-term strategic
roadmap. They're often designed to
incentivise new or changed behaviours,

or to deliver an indented policy outcome.
Reactive grants are typically inresponse
to an unplanned event, such as a natural
disaster, and are designed to provide
immediate, short-term assistance to
people and businesses who need it.

Navigating negative perceptions

In the past three years, reactive grants schemes supported
millions of individuals and organisations that had never
previously needed government assistance thanks to
catastrophic floods and bushfires, as well as the global
pandemic. Fraud and waste in those grant programs have
been the subject of much negative media coverage which
has seen the erosion of trust in government.

Consequently, public expectations of both responsiveness
and integrity from grants programs are higher than ever.
That means the amount of government spending on grants
and how they're delivered will remain in the spotlight for
some time to come. Australians will continue to have

high expectations for the efficiency and integrity of grants
programs. \We need to advance the approach to grant
management in a way that balances speed and integrity,
not demand trade-offs between them.

Federal grants
funding increased
89% from the 2022-
23 financial year
t02023-24."

4 Commonwealth Treasury Budget Paper 3, table 2.2 (source)

Moving beyond the status quo

Many administrators have told us they believe current
processes are efficient or that they can't move any faster
because of the limitations with legacy technology and
work practices. Others have told us that moving faster
will compromise quality.

We believe there's an opportunity to modernise grants
management to create better outcomes faster, improve
transparency and reduce operating costs. A new approach
could reduce administration costs, fraud, other wastage

and provide ministers and public sector leaders with a full
picture of their grant portfolios. It could also reduce the cost
to serve and increase the overall experience for recipients.
Collectively, these measures would contribute to improving
trust in governments and grants programs.

This report will unpack three core opportunities to modernise
grants management that will create a more efficient and
effective process for administrators and recipients:

— Simplifying complex processes
— Standardising data and improving technology

— Reducing the cost to service grant programs.

©2023 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited, a private English company
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Simplifying
complex
Nrocesses

Reactive grant programs are designed
quickly and need to be implemented
faster due to the need for urgent support.
In the speed to serve, administrators
often invest in staff and external support
to design, implement and manually
assess eligibility. Some programs with
manual processes may find higher than
desired fraud levels because of the need
to distribute funds swiftly. Programs
with bespoke grant guidelines, reporting
requirements and other elements may
not have the same processes or datasets
as other programs within the same
department. This creates inconsistency
within a portfolio which makes it difficult
to obtain a holistic view across all grant
programs. It also creates isolated data
pools, meaning officials can't capture

a single view of applicants, recipients

or providers.

Currentgrants
management

Bespoke processes

Moderngrants
management

Repeatable processes

Short-term, tactical
execution

Long-term, strategic
planning

Manual review for
eligibility

Automated eligibility
reviews

Automated fraud
indicators applied
at application

Applies fraud
indicators
retrospectively

Reactive response to
emergency grants

Proactive policies for
anticipated threats

If a grant program is executed poorly or if outcomes for
intended recipients aren’t achieved, government can be
seen as being ineffective in how it spends significant
amounts of tax dollars or in its interventions.

A fresh approach to grant management takes a broader
perspective and applies a long-term view. It uses repeatable
processes for the design, implementation, assessment and
delivery of grants, as well as to detect fraud.

We expect post-pandemic government debt levels and the
current economic conditions to put additional pressure on
budgets, creating a stronger drive for governments to do
more with less. The community expects public funds to be
spent prudently and for grants to be designed and operated
to reduce the risk of fraud.
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Speed vs diligence

Most grant management processes and platforms have been built with many layers of manual intervention, largely
designed to provide checks and balances to overcome the risk of fraud.

FRAUD IN GRANTS

A

In 2021, the NSW COVID-19 small business grants program was put on hold after more than
$20 million of payments, or around 2.6% 0f all applications, were suspected of being falsified.s

5

—_|:J
G
Bete )

In Victoria and South Australia, up to 10% 0f émergency response grants initially marked as

eligible were later found to be either ineligible or fraudulent through an automated QA program.

&,

.l
7

NSW vowed to ‘restore integrity to the State’s $4 Dillion grants SyStem with the introduction
of a bill to make grants information openly available unless there is a sound public interest for
not disclosing it. ©

2

The Commonwealth Fraud Prevention Centre estimates as much as $1billion was lost to fraud
inthe 2021 financial vear ’

@l

FAKE

In early 2023, a citizen was sentenced to community work fOF rorting a COVID-19 business
grant program. He created 28 fake businesses in an attempt to steal $180,000in grants °

There's a perception that speed and diligence are mutually
exclusive. That may be true under current ways of working,

but a modern grants management approach enables speed
and accuracy. A clear, repeatable grants process simplifies
how officials can understand total administration costs,
including fraud.

We've observed a delta between the ambition of grant
policies and the capability needed to deliver them. This is
due, in part, to outdated processes and legacy technology
which force staff to work on low-value, low-reward activities.
Outdated technology is also expensive to maintain,which

The cost of administering grants is typically around 3% to can contribute to the operational overheads of a grant
10% of an overall program’s budget. This overhead has an program or a department.
impact on overall productivity and capability.

Irrespective of the type of grant, administrators need to
move at pace, work efficiently and minimise fraud. We've
also observed a lack of consultation with the communities
that grants are targeting, meaning the programs may have
less impact.

5 Mondag, 2021 Thousands of COVID Business Grants stopped as police look at fraud charges, (source)

6 ABC News, 2023, NSW Labor votes to legislate against pork-barrelling in allocation of grants, (source)
7 Commonwealth Fraud Prevention Centre, 2019, (source)
8 Aspiring Olympian created 18 fake businesses in COVID-19 grant rort, 18 January 2023, (Channel 9)
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IMPACT OF LEGACY PROCESSES AND TECHNOLOGY ON GRANTS MANAGEMENT

Hinders the ability to work in new ways, such as repeatable processes, automation and digitisation

Creates multiple, isolated datasets about applicants and recipients

Limited visibility on how much is spent on a specific program, across a portfolio or in a specific electorate or location

Restricted ability to measure if a grant program achieves its intended goal

Difficult to view the grants experience from the perspective of applicants or recipients

People and businesses who need financial support may not receive it

Cumbersome processes create poor experiences for applicants, providers and recipients

Administrators and ministers also need to understand the _
impact each grant program has for its recipients, which is THE COST OF GRANT ADMINISTRATION

difficult to achieve in many current instances.

A modern approach to data and technology enables Sso KPMG typically sees admin costs run
administrators to extract information quickly and easily to 233 at between hetween 3% and 10%
create a real-time understanding of a program’s progress

o : f '
and the progress of applications. It would also provide of a program’s budget

a complete picture of a business’s or individual’s grant
interactions: their applications, assessment decisions and
any flags for fraudulent activities.

Targeted and effective changes to reduce the cost of
Getting this right would minimise overheads, reduce fraud and ~ administration can make a meaningful change to the
increase the amount of funding available to eligible recipients.  outcomes of each grant program.
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Case study

Through the Commonwealth's audit process, a national agency didn't appropriately
manage potential fraud in its billion-dollar grants program. The ANAO found the agency
didnt consistently or sufficiently consider fraud prevention in its grant design or planning.

The agency distributed grants to more than 1,000 external providers between 2021
and 2022 and did not start any fraud investigations in the same period. Overall, the
ANAO called the agency'’s prevention, detection and referral of potential provider

fraud ‘partly effective’.

©2023 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited, a private English company
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Data standardisation and
Improving experience

KPMG believes best practice grants
process should be applied from
policy design to the evaluation of a
program'’s impact. We've observed
that grant applicants and recipients
feel like more of a ‘charity case’ than

genuine customers of the government.

And with remarkable customer
experiences available online, from
banking to shopping, individuals
and organisations reasonably have
the same high expectations when
Interacting with the government.
It should be easy to do business
with government, but in many
instances it's not.

At times, grant application processes
aren't suitable for their purpose.

For example, bushfire survivors have
been asked to submit proof of identity
when applying for emergency grants,
despite all their personal documents
being burned or damaged beyond
repair. This is frustrating for applicants
who have already survived a deeply
traumatic experience.

We've also observed application processes collect just
enough information for officials to make decisions that

may be adequate for a specific point in time limiting the
amount of data collected. This results in less ability to cross-
reference with other functions or departments to check for
fraud or other spurious activities. Taking a strategic approach
that has a set of consistent, standard core requirements
would streamline the user experience and enable integrity
in decision-making. It would also facilitate data connections
between programs and departments.

These issues serve to erode confidence and faith in grants
programs at a time when there's enormous pressure on
administrators to prove trustworthiness.

Furthermore, there's a deepened expectation from citizens
that governments demonstrate integrity in their decisions.
There's a broad belief in the community that indicates this
standard isn't being met and that at least some grants
decisions are influenced by politicians to win votes.

One report found that of the 19,000 grants in 11 programs
between 2017 and 2021, the former Coalition government
allocated $1.9 billion in funding initiatives to government
seats. Only $530 million was allocated to opposition

seats during the same time.® The same report sampled
programs in Victoria, Queensland and New South Wales
and found government seats received more than $1 million
in funding on average, compared to just over $300,000 for
opposition seats.

ELifd

H 1. ll

® The Grattan Institute, 2022, New politics: Preventing pork-barrelling, (source)
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The true cost of servicing grants programs

There's an expectation to see ‘on the ground’ results for every
grant dollar spent. The reality is that overheads consume much
of a grant program’s budget, affecting how much funding makes
it to recipients. Unfortunately, many grant administrators don't
know the operating cost of their programs. KPMG has worked
with many grant giving organisations that don't know the
administration cost of each program they operate, which
reveals a significant opportunity to improve.

Grant program operating costs

Administration, including people,
processes and technology

We've observed that the cost of administration increases
with the complexity of a grant management system and its
supporting processes. Improving efficiencies by just 1%
could result in an additional $810 million being available to
eligible recipients.

Fraudulent claims

Ineligible recipients

These figures don't account for the costs that grant recipients
incur. The overheads generated from a poor grant management
process is a significant burden and can notably slow down the
distribution of grants or delivery of services through that grant to
its end users. A poor experience and lack of customer centricity
serves to deflect them from the added value they could be —
and should be — providing to the communities they serve.

An Australian National Audit Office report' into the Australia
Council Grant Program within the past five years found

that one grant program spent 51 cents of every grant dollar
on administration. A different program spent just 1 cent per
dollar on admin. There can be many reasons for this disparity,
including the number of applications and the overall grant
fund available, however, administration efficiency should
remain a top priority to deliver public value.

Governments should have a clear understanding of the true
cost of operating grants programs so clear benchmarks can
be determined. This could set expectations about what's
acceptable so officials can manage performance against
those standards.

Are objectives being achieved?

Administrators also need to understand how recipients use
funds. Officials need the confidence that grant programs are
addressing the problems they were designed for. They also
need to demonstrate the value delivered during any audit
office reviews.

IMPACT OF DISCONNEGTED SYSTEMS

eligibility in different ways.

Recipients need to provide the same data to government repeatedly, 0ftenhaving to prove

specific regions.

Decision-makers Struggle to obtain accurate data on the value and volume of grants for

IKid

@

ofe}
®

funds to the same recipient.

Grant recipients MaY NOt COMPIV with the needs of one agency, meaning Payments are withheld.

But a colleague agency may not have visibility on this non-compliance and continue to disburse

© - ANAO, 2017, Efficiency of the Australia Council’s Administration of Grants, (source)


https://www.anao.gov.au/work/performance-audit/efficiency-australia-councils-admin-grants
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Poor grantee experiences create high costs and frustration

THE IMPACT OF POOR EXPERIENCES

R %3 .
(ﬂ An Ombudsman Report in Victoria into just one grant Fund found over 500 formal complaints.

%j Customers prefer Knowledge hases over all other self-service channels."

There's a distinct opportunity to both improve recipients’ A connected effort across functions and departments to
government grant experience and enhance standards of streamline and even standardise core needs and definitions
integrity for administrators.’> Administrators rarely have a for the grant application and management process could
complete view of grant applications or recipients, which help improve the overall experience, lower costs and
compromises the accuracy of outcomes and provides an improve integrity.

incomplete understanding of flaws in existing processes. . ) . Bt il
P 9 9p Positive experiences with the grant application, decision-

Grant applicants have reported feeling frustrated and even making and distribution processes will improve community
defeated after experiencing poor systems, complex forms, trust in the government and the overall grants program.
rigid processes and feeling they’re not making progress.™

Administrators need systems and experiences that are
designed to accommodate those complex needs.

1~ Forrester (2018) Customer Seree Trends (Source)

12

KPMG; 2022 8€listomerscentricity can transform grant management, (source)
5 KPMG, 2021 *Modernising Government: Global trends, (source)
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Anew apN
to grants
managementy

A sustainable, long-term approach to
the definition, application, assessment
and distribution processes for grants
will help to reduce fraud and increase
community trust.

Designing grant programs that align the operating model
to a core set of standardised and repeatable practices is
an effective way to deliver streamlined experiences.

KPMG and Forrester Consulting found that governments
believe the customer experience they offer lags in
comparison to the private sector. We also found that
forward-looking governments put customer needs at the
heart of future policy and ambitions,™ which is the same
approach that leading private organisations take to create
outstanding experiences.

Grant management is often managed on inflexible,
outdated legacy systems that have many opportunities for
improvement. WWe must note that this is a global issue and
not isolated to the Australian context. When examining the
big picture for grant management, advances in efficiency
that come from modernising the administration platform
aren't limited to governments. Legacy platforms also create
significant overheads for other organisations involved in the
distribution of grants, especially providers.

4 KPMG, 2021, Modernising Government: Global trends, (source)

The core elements of
asuccessful grants
functionare:

designed citizen first

&
& )
lﬁ"@ data driven

! | digitally delivered

What does good look like?

We see the ideal future state for administrators as using case
management, customer management, workflow, automation
and analytics applications. The unintended differences in
grant processes and requirements would be minimised,

if not eliminated.

A customer-centric design approach to grants will create an
efficient, effective and positive experience for recipients and
administrators, giving them confidence when answering
questions like:

— What level of confidence do you have that funding is
going to the right recipients?

— Are your grant programs achieving the intended outcomes?

— For each million spent, how much of that makes it to
the recipients?

— How much of each program is wasted or lost to fraud?

Transforming grant management creates better outcomes
for everyone involved. This includes reducing administration
costs, improving access to grants, helping recipients and
increasing trust in grant programs.

©2023 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited, a private English company
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Grounding these approaches in modern, agile, adaptable cost for both administrators and recipients. As a result, more
technology platforms can foster automation and agile funding will be available for the intended recipients and public
decision-making, freeing up time for both the government trust and the integrity of grants programs will be improved.

and grant recipients. This can improve integrity and public
trust by focusing on a customer-centric grant management Building digital capability
process and help to ensure that a greater portion of

, , Current technology is essential to build digital capabilit
government funding gets to the intended end users. v = o ‘

for administrators, lowering costs, improving efficiency
Implementing modern and adaptable platforms will enable and providing a high return on investment.
automation and agile decisions. This creates efficiencies of

BENEFITS OF A SINGLE PORTFOLIO VIEW FOR PROVIDERS BENEFITS OF A SINGLE PORTFOLIO VIEW FOR GRANT MANAGERS

® e ) Y :
e How much a recipient has received @ Reduce time spent on low-value tasks
o Automate reporting 71}  Improve service provision

_ Identify service misuse
Centralise contacts

] A

Launch new grant programs faster
and with a deeper understanding of
the provider network

@ &

Reduce administration overheads

NI,
A KN

BENEFITS OF A SINGLE PORTFOLIO VIEW FOR POLICYMAKERS
AND EXECUTIVES

Detailed and accurate data that
connects funding to outcomes

Measure and understand the impact
of grants

An insights-led feedback loop that can
directly input into public policy

Answer the question: Did we make
things better?

©® & &l A
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Technology has a key role to play in government and administrators’ efforts to become modern, trusted and agile.™
This approach also demands a different type of thinking to introduce and sustain.

AUTOMATION GRANT MANAGEMENT SOFTWARE

Removes low-value tasks from officials

”7; Significant benefits for high-volume F
@ grant programs “®  and case workers

2 Q Data-led insights on where and how
A rigorous, automated process could ﬁx S spgent
ﬁj check an applicant’s trading solvency,
= company registers, board memberships, Efficiency gains lead to better recipient
conflicts of interest, etc. 5 outcomes

Has the potential to significantly reduce
fraud and expedite fund distribution

DATA-DRIVEN INSIGHTS STREAMLINED RISK MANAGEMENT

Reduce administration overheads

:él ] (%  Intelligent automation can reduce fraud
E (I and errors
$5<® Track the flow of funds M Improves the perception of fairness

v Identify how and where grants
QﬂW are helping

KPMG, 2021, Modernising Government: Global trends, (source)

KPMG, 2022, Customer centricity can transform grant management, (source)
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5 How we can help

KPMG Powered Grants provides an end-to-end assessment and recommendation
for how to design, establish, run, equip, close and monitor programs. It's a
bespoke offering that combines our consulting experience with our technology
and assurance practices.

KPMG Powered Grants enables governments to rapidly KPMG Powered Grants advises on the best course of action
design and implement programs to get support to people to take, manages the full process and can be tailored to
and places when it's needed, without any trade-offs to the meet the specific needs of a program. It enables officials
integrity of a program. It gets funding to the right people, to quickly take effective action, drive efficiency and ensure
in the right places and at the right time. And that helps transparency. And it can deliver multiple grants to multiple
administrators focus on the highest-value aspects of their cohorts of recipients.

role instead of doing repetitive manual tasks. ) .
It can give government leaders an accurate view of the

\We can manage the whole grants journey with a full cost to service a grants program, reduce admin costs and
platform but can also provide individual modules, as optimise the amount of funding that recipients receive.

we recognise some administrators may simply need And it delivers grant funding quickly and accurately, ensuring
advice. And because we understand the flow-on impact that ministers and government are satisfied, along with the
of information and processes, the outputs of individual recipients themselves.

modules of KPMG Powered Grants are optimised for
the next step of the journey.

Features of KPMG Powered Grants
Dﬁ Accept, manage and
process applications
. @ Administer grants

—_f Manage documents

1) Track progress

Send regular updates

Risk and compliance analysis

Generate real-time reports

5
@ Make payments
J
i
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Supporting the end-to-end grant management process

Case study

provided interactive reporting. This provide akeholders

a sense of

Benefits

Officials can track applications at every stage of the progress, providing more accurate reporting to mini
public. And it helps administrators demonstrate clearly that money has been spent well and if the pr:
has been achieved.
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The information contained in this document is of a general nature and is not intended to address the objectives, financial situation or needs of any particular individual or entity. It is provided
for information purposes only and does not constitute, nor should it be regarded in any manner whatsoever, as advice and is not intended to influence a person in making a decision, including,
if applicable, in relation to any financial product or an interest in a financial product. Although we endeavour to provide accurate and timely information, there can be no guarantee that such
information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after a
thorough examination of the particular situation.

To the extent permissible by law, KPMG and its associated entities shall not be liable for any errors, omissions, defects or misrepresentations in the information or for any loss or damage
suffered by persons who use or rely on such information (including for reasons of negligence, negligent misstatement or otherwise).
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