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Gove_rhment Responses to the Recommendafio'ns of
PUBLIC ACCOUNTS AND ESTIMATES COMMITTEE’S
109" Reporf to the Pérliament - Report on the 2009-10 and 2010-11 Financial and Performance Outcomes

DEPARTMENT OF TREASURY AND FINANCE -

Pursuant to Section 36 of the Parliomentary Commrttees Act 2003 thls paper provides a response to the recommendations contained in the’ Publlc Accounts and Estimates Committee’s
{PAEC) 109" Report.

Guide for readers - Following is the explanation of the format of this paper.
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_PAECTecommendation.

Recommendation 1, Chapter 1.5 The review process, page 9

in future years, departments provide
tim_ely responses to the Committee’s
questionnaires, with answers that are
informative and without modifications
tathe question. :

Suppoert in
principle

The Government has processes in place for the preparation of timely and informative responses to guestionnaires.

Recommendatlon 2, Chapter 2.3 Economic conditions that Inﬂuenced financiaf outcomes, page 17

The Department of Treasury and’
Finance explain in the annual financial
report for the State the impact that .
the movement in each economic
indicator has had on revenue and
other financial outcomes derived by
the State. '

Not support

| series of macroeconomic indicators and financial variables available on the Victorian Budget website, This information is updated for

The annual financial report (AFR) already provides details of movements in several key indicators and it'is not proposed to expand
this content in the manner proposed. The Department of Treasury and Finance currently includes arid will continue to include
references to relevant economic indicators when explaining material variances between actual financial outcomes for the general

government sector and the prior year’s actual result.

Further information relevant to the link between economic indicators and financial outcomes can be derived from the long time

actuals a month or so after the AFR is tabled.

Recommendation 3, Chapter 2.5 Analysr‘s' af operating and net result for 2009-10 In the general government sector, page 20

The Department of Treasury and
Finance include a commentary on
material variances between actual
financiat outcomes for the general
government sector for the current
year with the prior year's actual resuits
in the annual financial report for the
State.

Support

The Department of Treasury and.Finance will provide commentary on material vanances between the actual financial outcomes for
the general government sector for the current year and the prior year’'s actual results in the annual fmanCIaI report. o
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PAECrecommendation

Recommendation 4, Chapter 2,7 Assef expenditure and debt movements In 2009-10 in the general government sector, page 32 .

Regarding asset investment projects,
‘where significantly less than the
budget estimate Is spent in a year, the
Department of Treasury and Finance
_disclase in the annual financial report
far the State:

{(a) the reasons for the underspend;
(b) the asset projects affected; and

: (c)'fhe impact on the achievement of
planned outcomes.

| Not support

Note 31 of the annual financial report already discloses variances between actuals and budgets, including cash flow variances in net
cash flow from investing activities such as investment in fixed assets. Further information is included in whole of government
variance explanations where material variances are linked to a particular asset project.

Departmental reportlng on published performance measures already requires departments to prowde an explanation for any
material variance in performance measures. This includes instances where changes in expenditure on asset investment projects

affect departmental performance measures.

Recommendation 5, Chapter 3.7 Asset investment and debt movements in 2010-11 in the general government sector, page 71

In addition to linking asset initiatives

| with service delivery cutcomes, the

Department of Treasuryand Finance
also demonstrate the effect that
investment in fixed assets has had on:

(a} enhancing the ongoing economic
capacity of the State;

{b) improving ionger -term producttwty
growth; and

{c} creating new jobs and securlng
emstlng jobs.

Suppbrtin
principle

The Department of Treasury and Finance will enhance the descnptlon of linkages between specific projects and specific economic
effects where this can approprlately be done.
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“PAECrecommendation

Actlon taken o':'

Recommendation 6, Chapter 3.7 Asset investment and debt movements in 2010-11 in the general government sector, page 77 '

The Department of Treasury and
Finance compare the actual figures for
non-financial public secior debt to
targets established in the debt ~
management strategy, explaining any
significant variations.

Support

As set out in the 2012-13 Budget, the Department of Treasury and Finance {DTF) confirms that the Government is adopting new
fiscal parameters against which progress will be measured. The Government’ s medium-term fiscal strategy is that ‘general
government net debt is reduced as a percentage of GSP over the decade to 2022. DTF will measure and report the State’s
performance in meeting this strategy in all major financlal reporting publications.

Recommendation 7, Chapter 3.8 Companson of financial performance for the six months ended 30 June 2011 with the six months ended 31 December 2010 and the ﬂnanclal

-objectives/planned actions for 2010-11,

page 82

At year end, the Department of
Treasury and Finance report specific
outcomes achieved against the
Government’s financial management
plan, including coverage of how it has
performed against its fiscal strategies.

Support in
principle

The Government already provides commentary on specific outcomes against the Government’s financial management plan and fiscal
objectives in the front end chapters of the annual financial report and detailed commentary against the Government’s original
financial management plan in the annual financial report chapter. In addition, quartetly variance commentary against the financial
management plan is also provided in the quarterly financial reports.

Recomimendation 8, Chapter 4.2 Comparability of figures, page 97

‘The Minister for Finance give
cansideration to adjusting the
Standing Directions and Financial

" Reporting Direction 8B to require
departments te have the Auditor-
General audit the ‘budget
performance outcomes’ statements in

_annual reports.

Not support

While the recommendation refers to ‘budget performance outcome’ statements, it is assumed that PAEC intended to refer to
‘budget portfolio outcome’ statements.

The Audit Act 1994 [515] provides the Auditor-General full discretion to audit public sector activity focusing on the achlevement of
efficiency, effectiveness and economy, including compliance with legisiation. This discretion allows the Auditor-General to-use his or
her professional judgement to identify areas requiring audit and to act accordingly. The Government considers this discretionary
power appropriate in focusing audit effort. :
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\PAEC tecommendation’

Recommendation 9, Chapter 4.2 Camparab!ﬁty of figures, page 87

The Minister for Finance give
“consideration to adjusting the
Standing Directions and Financial
Reporting Direction 8B to clearly
specify that the ‘budget portfolio
outcomes’ statement should compare
actual results for @ year with the initial
budget estimates made before.the

" start of that year.

Support in
principle

-ta be clearly specified, the Department of Treasury and Finance will reiterate the requirements of the FRD through communications

As noted by the Committee, Financial Reporting Direction (FRD) 8B already requires departments to compare their portfolio financial
-statements published in the budget papers with the actual results for the portfolio, with "Budget Papers" being defined in the FRD as
"the budget papers for the State of Victorla for the corresponding financial year". While the requirements of FRD 8B are considered

with departments and the Mocdel Report.

Reéommendation 10, Chapter 4.2 Compuarabllity of figures, page 97

The Minister for Finance give
consideration to adjusting the
Standing Directions ang Financial
Reporting Direction 8B to require
explanations to be given for all
significant or material variations
between initial budget estimates and
actual results, as is required for
performance measures.

Supportin

principle

The Department of Treasury and Finance will work with the Minister for Finance to examine possible revisions to Financial Report'ing
Direction 8B to make clearer the explanations to be included for significant or material variations between initial estimates and
_actual results.

Recommendation 11, Chapter 4.3 Departments’ net results from transactions, page 115

The Environment Protection Authority
monilor and report on joh creation as
a result of the Landfili Levy. .

Support

The Department of Sustainability and Environment supports this recommendation and, with support from its portfolio agencies, will
develop a model to monitor and report on employment creation associated with the Landfill Levy.” '
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PAEC recommendation

Recommendation 12, Chapter 4.3 Departments’ net resuits from transactions, page 119

The Department of Transport include
details in future annual reports of
measuras taken to reduce fare evasion
and estimates of the impact of those
measures.

Support

The responsibility for implementihg measures to reduce fare evasion and for estimating the impact of these measuras was
transferred to Public Transpart Victoria (PTV) on 2 April 2012, This information wilt be included in PTV's annual repotts.

Recommendation 13, Chapter 4.4 Revenue foregone, page 137

The Department of Treasury and
Finance include detaiis of the trends
and actual results of tax expenditures
and concessions in the annuai financial
report for the State.

Not support

Tax expenditures and part of concessmns represent revenue foregone and, as a result, no actual results are avaliable.

Reporting of actual results as suggested would not provide a complete picture of the actual results of tax expenditure and
concessions, and therefore would be m|sleadmg Departments currently report some actual concession information and will continue
to do so.

The Department of Treasury and Finance will continue to update its estimates of tax expenditures and concessions biannually in the
budget and budget update.

Recommendation 14, Chapter 4.5 Empioyee Expenses, page 143

The State Services Authority
investigate and report publicly on the
reasons for the decrease in Victorian
public service staff at lower grades and
the increase in staff at higher grades in
recent years.

. Support

The State Services Authority ($5A) has conducted such analysis and pubhshed commentary on this analysus in the 2010 and 2011
State of the Public Sector in Victoria reports. The changes in classification spread are a result of a number of factors, including the
introduction of new technology reducing the need for clerical jabs, the outsourcing of some routine operational work and an
increase in the complexity of roles required to plan and direct service delivery due to greater accountability and performance
management requirements.

The $5A notes that a similar shift has occuired in the Austraiian Public Service, for similar reasons as identified in Victoria.

The §5A will continue to monitor changes in the classification profile of the VPS.
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PAEC recommendation

Recommendation 15, Chapter 4.5 Employee Expenses, page 146

The State Services Authority
investigate and report publicly on the
reasons for the increase in executives’
remuneration packages and identify
whether the increased packages are
ﬁmatche_d by increased work value,

Under
review

Prel;m:nary research undertaken by the State Services Authorlty (SSA) provides analysis on executive remuneration trends. The
Government will determine whether undertaking work value assessments for VPS executive officer positions Is warranted.

‘Recommendation 16, Chapter 4.5 Employee Expenses, page 146

The Department of Treasury and
Finance amend Financial Reporting

Direction 21A to require departments

to provide at least three years of data
about their total expenditure on
executive remuneration and to explain
-any significant variations from one
year to the next.

Not support

Financlal Reporting Direction (FRD) 21A has been reissued as FRD 21B in June 2012, FRD 21B specifically requires reasons for

significant variations of total executive officer remuneration between the current and previous reporting period to be disclosed. As

significant variations between reporting periods are required to be disclosed in each annual report going forward, users can readily
undertake a trend analysis of movements in executlve officer remuneration by referring to-the entity's current and past annual
reports..

Recommendation 17, Chapter 4.5 E:ﬁployee Expenses, page 148

The Government ensure that all
departments have systems in place
that allow them to accurately and
completely monitor their expenditure
on contractors.

Support in
principie

The Financial Management Framework already requires all public sector agencies to implement and maintain an effective internal
control framework over expenditure transaction processing and management, including policies and procedures for timely and .
accurate recording of expenditure in their financial records. These requirements also apply to expenditure on contractors. The
Department of Treasury and Finance will continue to monitor ‘and facilitate agencies’ compliance with these requarements as part of
the Fmancsal Management Compliance Framework.

Page 7 of 25




RECEIVED PAEC 191012

Resporse

Actlon taken to dat:

Recommendation 18, Chapter 4.6 Savings and efﬁciéncies, page 153

Targets for future savmgs initiatives in
budget papers be set in'such a way
that it i5 possible for the-Parliament
and community to ascertain whether
or not the targets are achleved. For
exampie, targets could detail
expenditure in certain areas (factoring
in the savings initiatives and other
factors), rather than the amount of
savings.

Not support

" While the Government understands the rationale for this recommendation, the proposed level of reporting is- considered to be
impractical. Departments are responsible for managing expenditure within the funding provided, and in doing so will achieve the
overall savings target. In many cases departments have flexibility as to how savings are achieved. Therefore, it is not poss;ble to
detail the estimated expenditure in that area as recommended by PAEC.

Recommendatlon 138, Chapter 4.6 Sawngs und efficienci

ies, page 157

The Audltor General consider
conducting an audit of departments to

" identify whether their disclosure of
expenditure on consultants in annual
reports is being made in accordance
with government guidance.

n/a

Thé Victorlan Auditor-General’s Office responds directly td the Committee in relation to PAEC recommendations.
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PAEC recommendation

Recommendation 20, Chapter 4.6 Sawngs and efficiencles, page 158

The Government clearly indicate

whether or not it intends expenditure

on contractors to be reduced in order
to meet the savings target for the line
item ‘consultants’ in the ‘Government
election commitment savings’
inittativa.

Supportin
principle

As the Committee noted in its report, the expend|ture on ‘consultants’ varies significantly dependmg on the definition-applied. The
Government is considering clarification of the definition of consultants that it inherited from the time of the previous government.

‘While the new definition may affect the number of contracts classified as consultancies it will not affect the Government's savings
target or the achlevement of this target.

Recommendation 21, Chapter 4.6 Savings and efﬁcfencies, page 160

All departments which transition to

shared services ensure that they set up -

appropriate mechanisms to capture

and report the savings that result from

the transition,

Support in
principle

.The strategic intent behind the sharing of services isto provide the Victorian Government with savings. These savings are not just
based on economies of scale or reductlon of costs, but also include effmen(:les enabling increased resources to be devoted to front-

' ‘office public service delivery.

The Government supports in principle the recormmendation that when ‘departments transition to shared services, appropnate
mechanisms are established to capture and report the resulting savings. However, there may be circumstances where some
efficiencies are not able to be apportmned across departments, or where certain information is not readily available, which may
impair the ability of departments to provide complete information.

Recommendation 22, Chapter 5.1 General government

sector output delivery in 2009-10 and 2010-11, page 163

The Department of Treasury and
Finance indicate in budget papers
whether exceeding, coming under or
‘precisely achleving the target is
preferable for each performance
measure. :

Support in

principle

Budget Paper No. 3 Service Delivery, currently indicates whether exceedlng or coming under performance measures is preferable in
some |nstances The Department of Treasury and Flnance will seek opportun[tles to broaden this practice.
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- PAEC recommendationi’

Recommendation 23, Chapter 5.2 Departmental performance in 2009-10 and 2010-11, page 166 '

The Department of Business and
Innovation seek advice from a suitably _
qualified source to explore ways of
improving thé Department’s
performarice with respect to meeting
performance measure targets.

Support

| ‘performance measures were developed to align performance reporting and monitoring with the new Performance Management

The Department of Business and Innovation undertook a review of its performance measures prior to the 2012-13 Budget New

Framework.

Recommendation 24, Chapter 5.3 Output performance

in 2009-10 and 2010-11, page 176

The Department of Justice review the
| output.cost for the infringement and
Orders Management output to ensure
that the total cost is set atan
apprapriate level for the delivery of
this output. '

Support in
principle

1 Management Act 2004

There are existing whole of government processes in place to ensure that total output costs are set at an appropriate level for the
clelwery of outputs. The Department of Justice complies with these annual processes, . .

One of the processes is the annual review of all performance measure targets, including output cost, that is undertaken in
" consultation with the Department of Treasury and Finance {DTF). Once all performance measure targets are reviewed and agreed
they are approved by the Minister for Finance and the Treasurer, and published in the budget papers.

Published budgets are also reviewed as part of the budget update and allow reallocation of funding and movements of output and
asset funds to out years and vice versa to better align actual expenditure with budgets. This process Is also undertaken in
consultation with DTF and all changes are approved by the Minister for Finance and the Treasurer, and facilitated under the Fmancral

These processes allow the Department to ensure that the output costis set atan appropnate level for the delrvery of the
Infringement and Orders Management output,

Recommendation 25, Chapter 5.3 Output performance

in 2009-10 and 2010-11, page 177

The Department of Business and
Innovation review the Investment
Attraction and Facilitation and Exports
outputs to ensure that the non-cost
performance measures provide a
comprehensive overview of what is
being provided with the funding.

Support

in addition to the work done to review its performance measures prior to the 2012-13 Bua’get the Department of Business and -
Innovation is atso undertakmg 3 further review of its Investment Attraction and Facrlltatlon and Exports outputs.
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A PAECreco mm endat:on o -

Recommendation 26, Chapter 5.4 Issues with performance measures, page 179

When a target for a performance
measure is a range and net a single
number, the Department of Treasury
‘and Finance explain the reasons for
which a range was set, as well as the
rationalé for the range given, in the
budget papers. '

Not support

The Department of Treasury and Finance considers that the rationale for setting a range for a performance measure is likely to be
quite detaited and as such, these explanations would be more suitable in departmental annual reports or websites. However, the
Department of Treasury and Finance will consider reviewing guidance in the Model Report to help entities form a judgement on
whether a performance meastre requires an explanation with that level of detail.

Recommendation 27, Chapter 5.4 Issues with performa

nce measures, page 179

The Department of Treasury and

- Finance change the Model Report to
specify that, where a performance
measure has a range for a target, any
result falling outside that range
constitutes a significant variation
requiring explanation in annual
reports.

Not support

Where a performance measure has a range fora target, an assessment as to whether a result falling outside of that range constitutes
-a significant variation would depend on the specific nature and the measurement scale against which the performance is being
measured. For example, where performance is targeted within a range_ of 85-80 per cent, an actual performance 91 per cent (which
falls outside the target range) would not be considered a significant varlation that requires éxpla_nation. Accordingly, the
Department of Treasury and Finance does not support the assessment that any performance result falling outside the target range
constitutes a significant variation. However, the Department of Treasury and Finance will review the guidance in the Modef Report
to help entities form a judgement on whether a variance between actual and target performance constitutes a significant variation.

Page 11 of 25



RECEIVED PAEC 191012

ctmn taken to date and comm mel

PAEC recommendation”

Recommendation 28, Chapter 5.4 Issaes with performance measures, page 181

Where the Department of Education Support Where the Department of Educatlon and Early Childhood Development bases results for performance measures on survey results,
and Early Childhood Development : the Department will report the mid-point of the range as the performance measure result and disclose the confidence lnterval in the
bases results for performance : comments, where hecessary and appropriate.

measures on a survey result, the
_Department report the mid-point of
the range as the performance measure
result, and disclose the confidence’ e :
interval in the comments. ' :

Recommendation 29, Chapter 5.4 Issues with performance measures, page 181

For all measures where results are ‘| Not support | The Government is supportive of efforts.to increase transparency of departmental performance. However, it is not necessatily
extrapoiated from a sample, practical to report confidence limits for alf measures where results are extrapolated from a sample. Where relevant; alternate
departments report confidence limits . reporting methods, such as online information sets, could be used to provide greater evidence to support performance data
for each result. {including confidence limits, where relevant) and enable greater transparency at low cost.

The Department of Treasury and Finance will continue to work with departments to Improve the quality of performance
measurement.

Recommendation 30, Chapter 5.4 Issues with performance measures, page 182

Where departments have performance ‘Support in The Government notes that there are instances where project milestones change due to unforeseen factors outside the control of a

measures that are based on project | | principle department, for example material changes to the scope of a project. in these instances it may be appropriate to include adjusted
milestones, they caiculate results ) milestones In reporting. However, the Government supports includlng orlgmal milestones in reporting where they remain relevant
based on the original milestones for . and provide meaningful comparisons. . :

theproject, and not milestones that
have been subsequently altered to
reflect changes.
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“PAEC recommendation

Recommendation 31, Chapter 5.4 Issues with performance measures, page 183

Departments review quality
performance measures that are solely
based on compliance with legislation,
to identify whether more challenging
service levels might be set as targets.

Support

As part of ongoing improvement to cutput performance measures, the Department of Treasury and Finance will continue to work
with departments to identify improvements to performance measures.

Recommendation 32, Chapter 5.4 Issues with performa

nce measures, page 184

The Department of Treasury and
Finance provide guidance in the Model
Report to help departments determine
whether a delay in a performance -
reasure with a date as a target is

| significant or material.

Suppertin
principle

The Department of Treasury and Finance will review, with a view to improving, the guidance in the Maodel Report to help entities
form a judgement on whether a delay in a performance measure with a date as a target is significant or material.

Recommendation 33, Chapter 5.4 fssues with performa

nce medasures, pagé 184

Departments review their
performance measures to determine
whether providing resuits at the 50th
and 90th percentiles would convey a
more comprehensive understanding of
departmental performance to
stakeholders.

Support in
principle

Performance measures are developed by departments in consultation with the Department of Treasury and Finance and taking into
account national standards and agreements. Consideration of 50th and 90th percentile measurements will be undertaken as part of

these deliberations and incorporated where appropriate.
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_PAECrecommendation

Acion taken to dte and somr

| Recommendation 34, Chapter 5.4 Issues wrth performance medsures, page 186

Departments review those
performance measures which solely
indicate whether or not a task was
performed and, where meaningful,
repiace them with measures of the
timeliness or quality of the task’s
performance.

Support

In the 2012-13 Budget, departments have increased clarity of performance measures and review performance targets. These -
changes included increasing the number of quality and timeliness measures. Part of the ongoing and periodic process of refinement
to improve performance measures will be undertaken as part of the 2013-14 budget. ’

- Recommendation 35, Chapter 5.4 .rssr.res with performa

nce measures, page 186 -

. The Department of Transport r_ev'ise its
perfarmance measure ‘Regional Rall
Link’ to more clearly define the
measure.

Support

The Department of Transpert has implemented this recommendation in the 2012- 13 Budget, with the previous performance
measure 'Reglonal Rail Link’ renamed Progress of Regional Rail Link’ in order to clearly defme the measure.

Recommendation 36, Chapter 5.4 Issues with performance measures, page 190

The Department of Justice ensure that
the target for the ‘Reduction in crimas
against the person’ performance
measure be set with regard to past or
expected future performance and
Victoria Police’s priorities.

’Support

The ‘Reduction in cnmes against the person’ output measure was discontinued in 2012 13 and replaced wnth a measure that contro!s
for population, that is, ‘Reduction in crimes against the person (rate per 100 000 population)’.

Victoria Police and the Department of Justice will closely monitor performance against all the policing services output measures as
part of the annual reporting and review process.

Recommendatlon 37, Chapter 5.4 issues with performance measures, page 193

The Department of Business and
innovation develop new procedures to
calculate expected outcomes and
targets for performance measures. '

Support

The Department of Business and Innovation undertook a review of its performance measures and associated data sets and business
“rules in the development of its revised 2012-13 performance measures. The revised data sets provide a more meaningful and
rigorous overview of performance.
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'PAEC recommendation’

Re'commendat'ion 38, Chapter 5.4 Issues with performance measures, page 194

The Department of Treasury and

| Finance ensure that it has systems in
place to identify errors in the
‘caleulation of expected outcomes for
performance measures.

.| Support

The Department of Treasury and Finance will continue to liaise with departments on performance measures and expected outcomes
for all targets and ensure that they are appropriately validated.

Recommendat}en 39, Chapter 5.4 Issues with performa

nce measures, page 194

The Department of Treasury and
Finance ensure that it has systems in
place to assess whether targets as
suggested by departments are
apprepriately realistic and robusi.

Support

The Department of Treasury and Finance W|I[ continue to lialse with departments onthe rubustness of performance measures and
targets.

Recommendation 40, Chapter 5.4 /ssues with performa

nce measures, page 194

The Department of Treasury and
Finance develop a new guality
performance measure for iiself that
measures the accuracy of the expected
outcomes published in the budget
papers.

Not support

The Government does not support this recommendation as It would not provide meaningful information about the Department of
Treasury.and Finance’s (DTF) performance. While DTF takes an active role in reviewing departmental performance measures, the
establishment of individual departmental performance measures and expected outcomes Is the responsmlllty of the relevant
department and portfolio minister.

Recommendat:on 41, Chapter 5.4 Issues with performance measures, page 197

The Department of Treasury and
Finance provide more guidance to
departments on required standards of.
explanations for variances for
performance measures.

. Support in

principle

The Department of Treasury and Finance (DTF) already issues formal information to departments covering the requ;red standards of
performance measure explanations. DTF will continue to request that standard footnotes are provided for all variances of year on
“year targets for performance measures, and any material varfance between targets and expected outcomes,
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| PAEC recommendation

Action taken ta date

Recommendation 42; Chapter 5.4 Issues with performance measures, page 199

The Department of Treasury and
Finance amend the Model Report to
instruct departrments to identify any
figures reported as actual results in

annual reports which are estimates,

Support in
principle

Figures that aré estimates of expected final results rather than actual final results should already be identified as such. The
Department of Treasury and Finance will take steps to reinforce to départments, through the Model Report, that where ‘actuals’ are
not available at the time of finalising their annual report, and an ‘estimate’ is used instead, that this fact be fully disclosed.

Recommendation 43, Chapter 6.2 Investment in financi

al assets for policy purposes, page 203

The Department of Treasury and
Finance provide a plain English

. | definition of ‘Investments in financial

assets for policy purposes’ as well as a
report detalling the investments that
were funded under this item and the
outcomes of these investments. -

a) Support

b) Not
support

1 technical terms) in the State’s 2010-11 Annual Financial Report (AFR) (page 20}

a) The Department of Treasury and Finance (DTF) supports the first part of the recommendation. The definition of net cash flows
from investments in financial assets {policy purposes) is included in the Notes to the financial statements (Note 38: Glossary of
DTF will review the definition for the 2011-12 AFR

with the view to improving clarity. _
b) DTF does not support the second half of the recommendation as it is not the function of the AFR to report on the specifics. of.

individual investments, including performance outcomes. information an major mvestments can generally be found in the annual
reports of relevant government departments and agencies.

Recommendation 44, Chapter 6.3 Investigation of asset projects, page 219

The Department of Business and
Inpovation investigate ways of
decreasing variances between budget
estimates of yearly expenditure and
actual asset expenditure in a year.

Support

The Department of Business and Innovation, through Major Projects Victorla, s-pecialises in delivering complex projeéts This
complexity means that there are often variances between budget estimates of yearly expenditure and actual expenditure. The
Department’s pro;ect managers will continue to explore ways of decreasing these vartances ona project by project basis.
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{:PAEC recommendation’

Recommendation 45, Chapter 6.3 lnvesﬁ'gation of asset profects, page 222

in updating the 2011-12 Model Report,
the Department of Treasury and

Finance require departments to report

on all completed asset investment
projects. This report should include:

{a) the total actual investment;

{b) the total estimated investment
reported at the start of the project;

{c) the final c-o'mpietion date;

{d} the completion date reported at
the start of the project;

(e) a description of issues that caused
variances in the project; and

(f} how the depdrtment intends to
avoid such Issues in future simiar
projects. ‘

{a) Support
in principle

(b) Support
in principle

{c) Support
in principle

(d) Support
in principle

{e) Support

in principle .

+ {fl Not

support

| completeness where the original milestones remain relevantand provide meaningful comparisons.

The Department of Treasury and Finance will consider possible changes to the Model Report regarding the matters referred to in
parts (a), (c) and (e} of this recommendation. ' :

In relation to recommendations 45(b) and (d), there are instances where project milestones change due to unforeseen factors
outside the control of a department, for example material changes to the scope of a project. In these instances it may be
appropriate to include adjusted milestones in reporting. However, DTF supports including original milestones in reporting for

DTF does not support recommendation 45(f) as annual reports are intended to report on historical performance rather than future
projects. The Government's High Value/High Risk {HVHR) project assurance process, which has been in place since December 2010,
seeks to address the issues noted in part (f}. The objective of HVHR is to ensure that major infrastructure and ICT investments are
delivered successfully, on time and budget. The process provides for increased central oversight, more rigorous scrutiny and approval
processes for infrastructure and ICT projects Identified as being high value and/or high risk.
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RECEIVED PAEC 191012

PAEC recommendation

Recommendatron 46, Chapter 6.3 Investigation of asset projects, page 227

The benchmark study commrssroned
by Major Projects Victoria to compare
the contract delivery performance of
large-scale capital projects undertaken
by the Victorian Government with
similar projects undertaken by
interstate governiments and the
private sector be made publicty
available.

Support

The University of Melbourne Performance Benchmark Study of Victarian Projects is published on the Major Projects Victoria website,
WWW.mpv,vic.gov.au.

Recommendation 47, Chapter 6.3 /nvestigation of asset projects, page 229

The Department of Business and
Innovation develop a set of
performance measures for Major -
Projects Victoria that measures the
perfarmance of projects assisted by
the unit compared to original targets.

Support.

Major Projects Victoria’s projects are defivered in accordance with parameters of time, cost and quality agreed with client agencres
under the terms of the governance arrangements of each project.

The Victorian Auditor-General’s Office has recently completed a performance audit of Major Projects Victoria that mcludes inits
scope Major Projects Victoria’s performance measures. The outcome of this audit may inform the deveiopment of a revised set of
performance measures for Major Projects Victoria,

Recommendation 48, Chapter 6.3 Investigation of asset projects, page 229

The Victorian A'uditor-Generaé‘s Office

cenduct a performance audit of Major -

Projects Victorla to ensure that it:
{a) delivers value for money; and

(b) has approhriate mechanisms in
place to demonstrate that it delivers
value for money.

n/a

The Victerian Auditor-General’s Office responds directly to the _Cornmittee in relation to PAEC recommendations.
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RECEIVED PAEC 191012

“PAEC récommendation

Recommendation 49, Chapter 6.3 Investigation of asset profects, page 228

‘performance measure ‘Delivery of

The Department of Business and Sgpport The Department of Business and Innovation’s 2011-12 Annual Report includes the list of projects that contributed to the key
Innevation include in the ) performance measure ‘Delivery of nominated Major Projects Victorla projects complies with agreed plans’. :

Department’s annual report a list of
projects that contribute to the key

nominated Major Projects Victoria
projects complies with agreed plans’ in
that year.
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RECEIVED PAEC 191012

"PAEC recommiendation

Recommendation 50, Chapter 6.4 Existing reporting mechanisms, page 233

Asset investment projects feported in
the budget papers should be uniquely
identified to ailow an unambiguous
determination of the projectin
successive years. ‘

Support in
principie

To ensure 'projects can be idéntiﬂed from year-to-year, a footnote Is aiready included where projects have been renamed or are
listed differently to the previous year. The Department of Treasury and Finance will continue to footnote these changes in Budget
Paper No. 4 State Capital Program. '

Recommendation 51, Chapter 6.4 Existing reporting mechanisms, page 235

The Department of Treasury and
Finance review its system.for
producing the budget papers to ensure

that they coatain the most up-to-date -

information about asset investment
‘projects.

Supportin
principle

The process for producing the budget papers is continuously reviewed. Given the time required for formal sign off and production of
budget papers there is a practical limit as to how close the date for more current information can be to the budget tabling date.
However, the information included is the most up-to-date information available at the point of formal sign off.

Recommendation 52, Cha'pt_er 6.4 Existing reporting mechanisms, page 236

To complement the State Capital
Program budget paper, actual results
for all asset projects should be
reported each year in a single source
at the end of the financial year.
Consideration should be given to
including, as a minimum, the - -
information suggested in Section 6.4.2
of this report;

Not support

The Government does not support all aspects of this recommendation (as outlined in Section 6.4.2) because: -
» the annual financial report for the State of Victoria does not repart the details of individual asset projects; and
e discussing root causes for variations and changes to projects may be in conflict with commercial-in-confidence cbligations.

Nonetheless, Budget Paper No. 4 State Capital Program already reports the total estimated investrﬁent, estimated expenditure to
the end of the financial year, the estimated expenditure for the budget year and the remaining expenditure for asset projects.
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RECEIVED PAEC 191012

RS redmmendtion

- | following year.

Recommendétlon 53, Chapter 8.3 Reports and advice, page 259

The Victorian Auditor-General’s Office | n/a The Victorian Auditor-General’s Office responds directly to the Committee in relation to PAEC recommendations,
add to the information currently ' ;
provided In its annual report:

(a) the audit cost compared-to the
original budget for elach audit; and

(b} the anticipated tabling date for
each performance audit report
planned to be completed in the

g

Recommendation 54, Chapter 8.3 Reports and acdvice, page 261

When publishing material on its nfa . The Victorian Auditor-General’s Office responds directly to the Committee in relation to PAEC recommendations.
website in relation to performance . oo
audits in progress, which includes
-information about when each report is
expected to be tabled; the Victorian

" Auditor-General's Office also include
particulars of the year in which each
audit was initially earmarked for
compietion. -

Recommendation 55, Chapter 8.3 Reports and advice, page 263 o

The Victorian Auditor-General’s Officer | n/a The Victortan Auditor-General's Office responds directly to the Committee in relation to PAEC recommendatiohs.

explore avenues for having a greater,
focus on the statutory requirements in
section 3A(1){b) of the Audit Act 1994
in relation to examining effectiveness .
and economy in the conduct of
performance audits in future.
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RECEIVED_ PAEC 191012

PAECrecommendation .~

‘{ Response

date and commitment to further ac

Recommendation 56, Chapter 8.3 Reports and advice, page 265

in relation to the annual peer review
of performance audit reports, the
Victorian Auditor-General consider
discussing with the Australasian
Council of Auditors-General the

possibility of expanding the criteria to .

| include a focus on efficiency.

n/a

‘The Victorian Auditor-General's Office responds directly to the Committee in retation to PAEC recommendations.

Recommendation 57, Chapter 8.3 Reports and advice, page 265

The Victorian Auditor-General’s Office
reconsider establishing a performance
measure that quantifies the impact
that performance audits have had in
terms of public sector entities
generating efficiency gains from their
operations. -

n/a

The Victorian Auditor-General’s Office responds directly to the Commitiee in relation to PAEC recommendations.

Recommendation 58, Chapter 8.4 Parliament, page 267

The Victorian Auditor-General’s Office
obtain feedback on how briefing
sessions on the key findings of the
Auditor-General’s reports could be
made more appealing or convenient to
members of Parliament inorder to
increase the attendance rate in the
future.

n/a

The Victorian Auditor-General's Office responds dii'ectly to the Committee in relation to PAEC recommendations.
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PAEC recomimendation:.

| Response

Recommendation 59, Chapter 8.5 Audit clients, page 269

Te assist in interpreting the overall
quality of performance audits, the
Victorfan Auditor-General's Office
suppiement information reported
against its performance measures by:

{a) benchmarking the average score of
audit reports by external assessors
against other jurisdictions; and

(k) disclosing the credentials of the
external assessors. '

n/a

The Victorian Auditor-General’s Office responds directly to the Committee in relation to PAEC recommendations.

Recommendation 60, Chapter 8.5 Audit

clients, page 271

‘To strengthen re]ationships with audit
clients, the Victorian Auditor-General’s
Office:. :

(a) examine the reasons why particular
performance audit clients considered
that the audit approach had not been
clearly explained to them; ancd

(b) adopt appropriate means to
improve communication with clients.

n/a

The Victorian Auditor-General’s Office responds directly to the Committee.in relation to PAEC recommendations.

Recommendation 61, Chapter 8.6 People, page 273

The Victorian Auditor-General’s Office
disclose in its annual report the level
of expenditure incurred on staff
training and development in each year.

‘n/a

The Victarian Auditor-General’s Office responds directly to the Committee in relation to PAEC recommendations,
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PR ecammendaton

1 Response

| Action taken ta date and‘com

Recommendation 62, Chapter 8.6 People, page 273

The Victorian Auditor-General’s Office
disclose in its annual report key areas
of organisational alignment identified
through staff surveys as requiring
improvement, together with strategies
to address these areas of concern.

n/a

The Victorian Auditor-Genéral's Office responds directly to the Committee in relation to PAEC recommendétions.

Recommendation 63, Chapter 8.6 Peop!

e, page 275

The Victorian Auditor-General’s Office
consider surveying staff ona
continuous basis about whether they
would recommend the Victorian
Auditor-General's Office as a preferred
employer and, if not, the reasons for
which they have nat given positive
responses. These matters shouid be
addressed where appropriate.

n/a

The Victorian Auditor-General's Office responds directly to the Committee in relation to PAEC recommendations.

Recom'm'enda'tion 64, Chapter 8.8 Disclosure of operational activities on a regional basis, page 282

To illustrate the breadth of audit
-activity and the way in which audit
resources are depioyed throughout
Victoria, the Victorian Auditor-
General’s Office report on the
geographic coverage of audits (both
financial and perfarmance). Thismay
be disclosed in the Victorian Auditor-

| Generals Office’s annuat report or on

h/a

its website.

‘| The Victorian Auditor-General’s Office responds directly to the Committee in relation to PAEC recommendaticns,
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PAEC recommendation -

Recommendation 65, Chapter 9.1 Summdry of the Government responses to the Committee’s report on the 2008-09 _ﬁnandal and performance outcomes, page 287

The Government reconsider
implementing {via appropriate -
guldance materials) the _
recommendations noted in Table 9.3
that were accepied by the previous
Government and to be implemented
as part of the Public Finance and
Accountability Bill.

Under

review

The Government is committed to the continued enhancement of Victoria’s Financial Management Framework. As such, the
Government will continue to develop and implement those enhancements that align with its financial management reform agenda,

including those outlined in talle 9.3 where relevant.
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