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Committee functions
The Public Accounts and Estimates Committee is a joint parliamentary committee
constituted under the Parliamentary Committees Act 2003.
The Committee comprises nine members of Parliament drawn from both Houses of
Parliament.
The Committee carries out investigations and reports to Parliament on matters associated
with the financial management of the State. Its functions under the Act are to inquire into,
consider and report to the Parliament on:
•

any proposal, matter or thing concerned with public administration or public sector
finances

•

the annual estimates or receipts and payments and other budget papers and any
supplementary estimates of receipts or payments presented to the Assembly and the
Council

•

any proposal, matter or thing that is relevant to its functions and has been referred
to the Committee by resolution of the Council or the Assembly or by order of the
Governor in Council published in the Government Gazette.

The Committee also has a number of statutory responsibilities in relation to the Office of
the Auditor‑General. The Committee is required to:

ii

•

recommend the appointment of the Auditor‑General and the independent
performance and financial auditors to review the Victorian Auditor‑General’s Office

•

consider the budget estimates for the Victorian Auditor‑General’s Office

•

review the Auditor‑General’s draft annual plan and, if necessary, provide comments
on the plan to the Auditor‑General prior to its finalisation and tabling in Parliament

•

have a consultative role in determining the objectives and scope of performance
audits by the Auditor‑General and identifying any other particular issues that need to
be addressed

•

have a consultative role in determining performance audit priorities

•

exempt, if ever deemed necessary, the Auditor‑General from legislative requirements
applicable to government agencies on staff employment conditions and financial
reporting practices.
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Chair’s Foreword
The Victorian public sector comprises a complex and dynamic establishment of
organisations and agencies charged with providing a range of critical goods and
services to the people of Victoria.
The Auditor-General, together with the Victorian Auditor-General’s Office, plays
an essential role in Victoria’s governance framework providing audit scrutiny of
the financial and operational activities of the Victorian public sector.
It is equally important that the Parliament and the public are provided with some
assurance that the Auditor-General and the Victorian Auditor-General’s Office are
managing their resources and providing financial and performance audit services
in the most efficient, effective and economic manner.
As such, the Public Accounts and Estimates Committee is charged with the
responsibility of recommending the appointment of a Performance Auditor to
undertake an audit of the Auditor-General and the Victorian Auditor-General’s
Office. This important audit function arises at least once every three years under
section 19 of the Audit Act 1994.
The performance audit provides an opportunity for both good performance to be
highlighted and for improvements to be identified to maximise the use of scarce
resources and to ensure that outcomes are cost effective and relevant.
I believe the report of the Performance Auditor will provide valuable insight to
the Parliament on the operations of the Victorian Auditor-General’s Office and
will assist the new Auditor-General of Victoria in leading and managing the Office
over the next few years.
I am appreciative of the efforts of the Audit Sub-Committee of the Public
Accounts and Estimates Committee which conducted the tender evaluation and
to the other Members of the Committee in making its recommendation on this
appointment. I also thank the Committee Secretariat for their support throughout
the process.

Mr Danny Pearson MP
Chair
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RECOMMENDATION 1: In accordance with section 19 of the Audit Act 1994
(as amended), the Legislative Council and the Legislative Assembly appoint
Ms Elma von Wielligh‑Louw, Partner, Deloitte Touche Tomatsu:
(a)

to conduct the performance audit of the Auditor‑General and the Victorian
Auditor‑General’s Office for the period July 2013 to June 2016;

(b) in accordance with the Terms, Conditions and Specifications as set out in the
Request for Tender issued on 18 December 2015;
(c)

at a fixed fee of $288,000 (excluding GST).������������������������������������������������������������������������� 9

RECOMMENDATION 2: The Parliament of Victoria consider a review of sections 17
and 19 of the Audit Act 1994, in particular the exemptions provided for in sub‑section
(2A) of section 19, and in the context of sections 7F and 17 of that Act, with a
view to improving the Performance Audit appointment process and ensuring that
the intentions of the Parliament are appropriately reflected in the provisions of
sections 17 and 19. ��������������������������������������������������������������������������������������������������������������������������������� 9
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Recommendation on the
Appointment of a Person to
Conduct the Performance Audit
of the Auditor‑General and
the Victorian Auditor‑General’s
Office

1.1

Legislative requirements
The Audit Act 1994, as amended, requires that a performance audit be conducted
of the Auditor‑General and the Victorian Auditor‑General’s Office (VAGO) at
least once every three years. The Public Accounts and Estimates Committee
(PAEC / the Committee) is responsible under the Audit Act 1994 to make a
recommendation to both Houses of Parliament on the appointment of a suitably
qualified person to undertake the performance audit.
Section 19 of the Audit Act 1994 states in part that:
(1) An audit shall be conducted under this section at least once every 3 years to
determine whether the Auditor‑General and the Victorian Auditor‑General’s Office
are achieving their objectives effectively and doing so economically and efficiently
and in compliance with this Act.
(2) An audit under this section shall be conducted by a suitably qualified person
appointed by resolution of the Legislative Council and the Legislative Assembly,
on the recommendation of the Parliamentary Committee.
(3) A person appointed under this section –
(a) shall be appointed on such terms and conditions and is entitled to such
remuneration as are determined by the Parliamentary Committee; and
(b) in conducting the audit, must comply with directions as to the audit given by
that Committee.
(4) The remuneration payable to a person appointed under this section shall be paid
from money appropriated to the Parliament.
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1.2

1

Specifications for the Performance Audit
In the context of section 19 of the Audit Act 1994 (as amended) and without
limiting the scope of the audit, the Committee has directed the person
appointed as performance auditor to conduct the 2016 Performance Audit of the
Auditor‑General and VAGO and to consider and assess the following areas:

1.2.1

VAGO Governance and Planning
Review the governance structure and planning activities of VAGO with particular
attention to:
(a)

The adequacy and appropriateness of the organisational and management
structures in place to promote the effective governance of VAGO activities
and operations (e.g. the organisational structure facilitates the achievement
of VAGO strategic goals and objectives; the roles and responsibilities of
groups and sections are clearly defined; roles and responsibilities of
steering/management committees are clearly defined and relevant;
committees meet regularly and actions are identified and implemented in
a timely manner);

(b) The quality of Strategic Planning undertaken by VAGO in terms of its
comprehensiveness, relevance and clarity of direction;
(c)

The adequacy and effectiveness of VAGO’s annual planning processes
including intelligence gathering and stakeholder consultation in relation
to the identification of areas of audit focus, having regard to risk factors and
other relevant considerations across the Victorian public sector;

(d) The relevance and appropriateness of VAGO’s Annual Plans for 2013‑14,
2014‑15 and 2015‑16, to VAGO’s legislative mandate and Strategic Plan, and
the extent to which the activities identified in the Annual Plans have been,
and are being, achieved;
(e)

The extent and quality of internal planning directed at the efficient and
effective management of VAGO resources (e.g. workforce management;
business continuity planning; fee setting and cost recovery; and budget
and expenditure control);

(f)

Any new audit topics identified during the audit cycle, which were not
included in VAGO’s Annual Plan, are advised to the Public Accounts and
Estimates Committee and the relevant audited agency/ies in a timely
manner and prior to the commencement of the audit;

(g)

The effectiveness of the Audit Committee in oversighting the scope,
quality and effectiveness of the internal audit function within VAGO and
in highlighting any risk management issues pertinent to the operations of
VAGO; and

(h) The extent of progress made and the effectiveness of actions and measures
implemented by VAGO to address the recommendations made in the 2013
Performance Audit Report. Consider the ongoing validity and application
of any recommendations made to VAGO in the 2013 report which have not
been implemented.

2

Public Accounts and Estimates Committee

Chapter 1

1.2.2

Monitoring and measuring performance and effectiveness

1

Review and provide an assessment of key performance management systems
and measures together with any identified recommendations for improvement,
including but not limited to the following areas:
(a)

The adequacy and effectiveness of management information systems in
place to measure and improve productivity including cost effectiveness and
human resource management within VAGO;

(b) The appropriateness and veracity of the performance indicators and
benchmarks which VAGO uses to measure its performance in relation to the
achievement of its strategic objectives;
(c)

Any initiatives and/or improvements which have flowed from VAGO’s
evaluation of its own performance over the past three years;

(d) The extent to which VAGO has reviewed and considered best practice
public sector management and auditing in other relevant national and
international jurisdictions over the past three years to benchmark and
evaluate its own performance and practices;
(e)

VAGO’s use of the results of independent assessments undertaken by the
Australasian Council of Auditors‑General, over the past three years, of the
quality of performance audits undertaken by VAGO;

(f)

VAGO’s use of the results of peer reviews to assess the quality of financial
audits over the past three years;

(g)

The processes implemented by VAGO to optimise the quality and relevance
of periodic “client” surveys undertaken (including those of Members of
Parliament and audited agencies) and the use made of the survey results to
improve business processes and outputs. Consider whether any additional
independent surveys of the effectiveness of VAGO should be conducted;

(h) The extent and usefulness of processes and/or measures used by VAGO to
assess the impact of its audit activities on the operations and management
practices across the Victorian public sector;
(i)

The adequacy of time recording and costing systems in place to identify all
recoverable costs and to ensure the appropriate allocation of costs to prevent
any cross subsidisation between chargeable and non‑chargeable activities or
between performance and financial audits; and

(j)

The adequacy of systems and processes in place to: determine appropriate
budgets across VAGO’s operations; monitor costs against budget; and explain
variances against budgets.
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1.2.3

Human Resource Management
Review and provide an assessment of VAGO’s human resource management
systems, policies and practices together with any recommendations for
improvement, including, but not limited to, the following areas:
(a)

Whether appropriate Occupational Health and Safety and human resource
policies are in place to effectively monitor staff wellbeing related to areas
such as staff morale, job satisfaction, and workplace stress, and to take
appropriate action where necessary;

(b) Whether strategies are in place to assess and manage staff motivation across
both financial and performance audit work areas;
(c)

Whether human resource policies and strategies are in place to manage staff
retention and minimise significant staff turnover;

(d) The adequacy of performance and staff development strategies and
succession/business continuity planning in place to recruit and develop staff
relevant to VAGO’s objectives and operational needs;

1.2.4

(e)

Whether VAGO’s professional development program adequately identifies
and targets staff training needs;

(f)

Whether processes are in place to evaluate the effectiveness of professional
development activities undertaken by staff; and

(g)

The appropriateness of the mix between specialist expertise, contractors
and suitably qualified in‑house staff in undertaking particular financial and
performance audits.

Conduct and management of Financial Audits
Review the efficiency and effectiveness of the management and conduct
of financial audits undertaken by the Victorian Auditor‑General’s Office,
considering, but not limited to, the following:
(a)

The adequacy of the audit methodology and quality control procedures in
place to assist in the identification of any material or significant risks and to
ensure that findings and conclusions arising from the financial audits are
adequately supported;

(b) Compliance of VAGO with all relevant statutory requirements and Australian
Auditing Standards for the conduct and reporting of financial audits;
(c)

Completion of financial audits on time and within budget;

(d) Whether audit sampling, selection and testing methodologies employed by
VAGO to gather audit evidence comply with all relevant Australian Auditing
Standards;
(e)

4

The adequacy and appropriateness of the methodology used to determine
focus areas for detailed internal control assessment in each of the financial
audit sectors, consistent with a risk‑based approach to financial audit;

Public Accounts and Estimates Committee

Chapter 1

(f)

Whether any risks identified during the course of a financial audit, which
were not originally anticipated in audit plans, are adequately and effectively
considered and addressed in a timely manner;

(g)

Processes for the engagement of contracted financial audit services have
considered relevant government purchasing policies and are conducted with
due regard to probity and value for money; and

(h) The effectiveness of quality control and review processes in place to monitor
the quality and performance of contracted financial audit services.

1.2.5

Conduct and management of Performance Audits
Review the efficiency and effectiveness of the management and conduct of
performance audits (both broad scope and limited scope) undertaken by the
Victorian Auditor‑General’s Office considering, but not limited to:
(a)

Whether VAGO’s performance audit methodology provides comprehensive
guidance for the conduct of performance audits and is regularly reviewed
and updated to ensure it remains robust and relevant;

(b) Compliance with the relevant provisions of the Audit Act 1994 and Australian
Auditing Standards for the conduct and reporting of performance audits;
(c)

Whether the selection of audit topics and agencies for review is
supported by appropriate planning including: an assessment of risk;
materiality; preliminary evidence/findings; and/or geographical/character
representation;

(d) The adequacy and effectiveness of processes in place for the development
of appropriate budgets (cost and time) for the conduct of performance
audits, to allow sufficient time to ensure a comprehensive assessment of all
potentially significant issues for reporting to the Parliament;
(e)

Regular monitoring and oversight of performance audit budgets from the
planning phase through to report tabling;

(f)

Whether there are processes in place to ensure the timely and appropriate
consideration of significant issues arising during the course of a performance
audit that were not identified in initial audit plans;

(g)

The appropriateness of the mix between specialist expertise, contractors
and suitably qualified in‑house staff in undertaking particular performance
audits;

(h) Whether processes for the engagement of specialist services and/or
consultants comply with relevant government procurement policies
and procedures and are conducted with due regard to probity and
value‑for‑money; and
(i)

Whether specialist skills engaged in relation to performance audits are
evaluated in terms of the quality of the expertise and value they have added
to the conduct of the audit.
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1.2.6

Conduct and management of ICT audit work
Review the efficiency and effectiveness of the management and conduct of
information and communication technology (ICT) audit work undertaken by
the Information Systems team within the Victorian Auditor‑General’s Office
considering, but not limited to:
(a)

Whether there is an adequate methodology in place for the planning and
conduct of ICT audits;

(b) Compliance of ICT audit work undertaken with Australian Auditing
Standards;
(c)

Review of the effectiveness of collaboration and working relationships
between the Information Systems team and financial and performance audit
teams;

(d) Whether technical ICT related advice provided to financial and performance
audit teams is both relevant and timely;
(e)

Whether rigorous processes are in place for the identification of emerging
ICT issues relevant to the public sector and for input to VAGO’s strategic and
audit planning processes;

(f)

The adequacy and effectiveness of processes in place for the development
of appropriate budgets (cost and time) for the conduct of ICT related audit
work, to allow sufficient time to ensure a comprehensive assessment of all
potentially significant issues for reporting to the Parliament;

(g)

Regular monitoring and oversight of ICT audit budgets from the planning
phase through to report tabling;

(h) Whether appropriate quality control and review processes are in place to
ensure that the ICT audit methodology has been applied and all relevant
issues and findings have been identified and reported;

1.2.7

(i)

Whether processes for the engagement of ICT specialist services and/
or consultants comply with relevant government procurement policies
and procedures and are conducted with due regard to probity and
value‑for‑money; and

(j)

Whether specialist skills engaged in relation to ICT audit work are evaluated
in terms of the quality of the expertise and value they have added to the
conduct of the audit.

Reporting the findings of this Performance Audit
The report of this Performance Audit should:
(a)

specify the performance criteria and measures (both qualitative and
quantitative) against which VAGO has been measured and assessed;

(b) provide an opinion on VAGO’s compliance with Australian Auditing
Standards and all relevant legislative requirements;
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(c)

provide an independent assessment of the audit evidence, detail the basis
for the audit findings and conclusions and include clear, meaningful, and
feasible recommendations linked to the audit findings; and

1

(d) provide an overall opinion as to whether VAGO is achieving its objectives
effectively, economically and efficiently and in compliance with the
Audit Act 1994.

1.3

Timelines and key deliverables
The Committee expects the conduct and reporting of the performance audit to be
completed according to the following proposed timelines:
•

draft findings and recommendations contained within a preliminary report
(to be presented for comment to the Auditor General and the Committee) by
7 October 2016; and

•

a final report transmitted to Parliament, as required by section 19 (9) of the
Audit Act 1994, by 10 November 2016.

Other key deliverables and timelines are:

1.4

•

a proposed audit plan by 15 July 2016; and

•

a progress report on the audit by 29 August 2016.

Selection process
On 7 December 2015, the Committee determined to commence the process
to appoint a performance auditor to undertake a performance audit of the
Auditor‑General and the Victorian Auditor‑General’s Office under section 19
of the Audit Act 1994.
On 18 December 2015, a Request for Tender (RFT) was prepared and posted on
the Committee’s web site. Notices advertising the tender were placed in The Age,
The Australian, The Australian Financial Review, and The New Zealand Herald
on 18 and 19 December 2015.
The closing date for submissions to the tenders.vic.gov.au website was 2.00pm,
AEDT, 29 January 2016. Four Tender Offers were received by the Committee.
On 8 February 2016, the Committee determined to refer the evaluation of the
Tender Offers to the PAEC Audit‑Sub‑Committee comprising:
Danny Pearson MP;
David Morris MP;
Danny O’Brien MP;
Sue Pennicuik MLC; and
Harriet Shing MLC.
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An important factor in evaluating tenders was the minimisation of any actual
or perceived conflict of interest in the engagement. Following an evaluation
of the tenders, the Audit Sub‑Committee determined to conduct interviews
with two short‑listed firms. These interviews were conducted on 7 March 2016.
On Monday 21 March 2016, the Audit Sub‑Committee made its recommendation
to the full Committee on the successful tenderer.

1

1.5

Delays in the appointment process
Subsequent to the Committee accepting the nomination from the Audit
Sub‑Committee on the performance audit appointment, a matter came to
the attention of the Committee regarding the provisions of the Audit Act 1994
(the Act). Section 19 of the Act precludes or exempts certain “persons” (or firms)
from being appointed as the Performance Auditor.
Section 19 (2A) specifically states that: ‘None of the following can be appointed to
conduct an audit under this section —‘
(a)

‘a person engaged by the Auditor‑General under section 7F’ (i.e. a person or
firm contracted by the Auditor‑General to perform functions on behalf of the
Auditor‑General and/or VAGO).

(b) ‘a person who holds a delegation from the Auditor‑General under section 7G’
(i.e. a person within VAGO or a company auditor delegated a function or
power by the Auditor‑General).
(c)

‘the independent auditor’ (i.e. the person (or firm) appointed under Section 17
of the Act to conduct the financial audit of VAGO).

The issue for the Committee in making an appointment under this section was
that the successful tenderer was a member of a firm which was currently engaged
by the Auditor‑General under Section 7F of the Audit Act 1994.
Despite these services being provided by separate areas of the firm, section 19(2A)
technically prevented the appointment proceeding.
The contract work has since been finalised and the legislative impediment no
longer exists.
Looking ahead, however, the Committee has identified sub‑section 2A of Section
19 as adding a layer of administrative difficulty to future appointments of a
performance auditor of the Auditor‑General and VAGO. This is in addition to the
attention and management of any perceived and/or actual conflict of interest
issues and matters which the Committee usually applies to such an appointment
as part of its tender evaluation process.
The Committee notes that similar requirements and exemptions do not attach
to the appointment of the Independent auditor (i.e. financial auditor) of VAGO
under section 17 of the Audit Act 1994.
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The Committee considers there is merit in the Parliament reviewing the
practical application of sections 17 and 19 of the Audit Act 1994 as part of the
future review of the Act to ensure that these provisions accurately reflect the
Parliament’s intent.

1.6

1

Recommended appointment
The Audit Sub‑Committee recommended that Ms Elma von Wielligh‑Louw,
Partner, Deloitte Touche Tomatsu, be appointed as the performance auditor of
the Auditor‑General and VAGO for 2016. This recommendation was adopted at
a meeting of the full meeting of the Committee on Monday 21 March 2016.
The Committee notes that Ms von Wielligh‑Louw is an experienced Partner who
is also the National Public Sector Leader for Risk Advisory services at Deloitte
and has assembled a team of experts to assist with the conduct of the audit.
The audit team have a range of credentials, experience and knowledge which
the Committee anticipates will add value to the audit review and the future
performance of VAGO.

1.7

Recommendations
The Public Accounts and Estimates Committee makes the following
recommendations:
Recommendation 1: In accordance with section 19 of the Audit Act 1994
(as amended), the Legislative Council and the Legislative Assembly appoint
Ms Elma von Wielligh‑Louw, Partner, Deloitte Touche Tomatsu:
(a)

to conduct the performance audit of the Auditor‑General and the Victorian
Auditor‑General’s Office for the period July 2013 to June 2016;

(b) in accordance with the Terms, Conditions and Specifications as set out in the
Request for Tender issued on 18 December 2015;
(c)

at a fixed fee of $288,000 (excluding GST).

Recommendation 2: The Parliament of Victoria consider a review of sections
17 and 19 of the Audit Act 1994, in particular the exemptions provided for in sub‑section
(2A) of section 19, and in the context of sections 7F and 17 of that Act, with a view to
improving the Performance Audit appointment process and ensuring that the intentions
of the Parliament are appropriately reflected in the provisions of sections 17 and 19.

This report and its recommendations were adopted by the Public Accounts and
Estimates Committee at its meeting held on Monday 6 June 2016.
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