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Our strategic direction

* Modernising, using out full mandate and taking a long-term view

* Building more productive relationships, leveraging our access to
information and increasing the accessibility of our work

ﬁ * Improving our business by reducing internal red tape, embracing
dzl;_') technology and using better intelligence to drive decisions

* Being clear about what we stand for in our values, leadership and culture,
- and investing in excellence in our staff




Financial audit program
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Sector statements ‘all clear’: Timely—but slight slip in Accuracy—still an issue with
« 105 financial statements median times to finalise 155 audit adjustments totaling
* 79 council performance $308 million
statements @

@'{E}'

Found assets—perennial issue with

Control over reporting:
g % $315 million booked for first time

* ‘Close’ process needs more work
e Still 100+ new control weaknesses
identified by us each year




Strengths

» Established policies and processes surrounding month end internal reporting and year-end financial
reporting

* Internal and year-end financial reporting meets the needs of management
* Clarity surrounding the roles and responsibilities of finance staff and competent finance teams

Areas for improvement
* Significant amount of time spent on monthly close and internal reporting activities

* Lack of formal ongoing training provided to finance staff in performing month end internal reporting
activities and year-end financial reporting activities

* Limited management reporting and analysis functionality

* Failure to prioritise activities based on risk

* Absence of proactive data quality reviews

* Manual intervention to reconcile data

 Manual internal controls over financial reporting 4



Performance audit program

What we’ve done ...

e Economic development
* Insurance risks

* Delivering services

* Surveillance technologies in
public places

Where we’re looking now ...

* Asset management

* Reporting on performance

* Fraud and corruption control

—

Where we’re looking next ...

* Libraries and waste
management services

* Developer and infrastructure
contributions

* Maintaining roads

—
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Performance audit program: 2017-18

Managing Surplus
Government Land

(March 2018)

Delivering Local
Government Services

(September 2018)

Councils have taken effective steps towards developing well aligned economic strategies,
but fall short of achieving intended outcomes due to systemic issues.

Existing systems and processes do not support a strategic whole-of-government approach to
making the best use of surplus government land.

Councils are not always giving the purchase of their insurance the thorough consideration
it deserves. Gaps in their coverage may significantly impact council operations should an
undesirable event occur.

Each council has some good elements of service planning, review and evaluation—but none
has a comprehensive approach. Councils need to better understand the full costs of

frontline services.




Average expenditure

IT

Finance and rates

Corporate facilities

Customer service and support
Governance, strategy and risk
Human resources
Communications

Managers and coordinators
Records management

Legal services

Executive (excluding CEO)
Memberships, permits and licences

2.0

3.0 4.0
S (million)

Estimated total of
c. $1 billion spend

Averages 15% of total spend,
but wide variation, not
correlated to council size

Lack of reliable comparative
data for quantitative
benchmarking

Informal and limited
qualitative (process) external
benchmarking

Some service reviews of some
corporate services, but not
targeted or systematic



Corporate services spend compared to total spend
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Benchmarking VAGO corporate services
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Process reengineering @ VAGO

Sta ge 1 (complete)

Simplify financial processes
and month end reporting
routines e.g.:
 Reset materiality i.e. close
with less precision, but
sufficient for decision-
making
Strip out control activities
where low risk of error—
detect vs prevent
Phase monthly budgets on
cash to avoid need for
accrual journals

Sta ge 2 (complete)

Define suite of financial
and non-financial metrics
and set targets based on
budget/plan

Extract data into tables and
charts in spreadsheets
Publish to PowerBi
dashboards—Financial,
People, Production,
Outputs

Stage 3 (in progress)

Automate extraction from
financial/project system
straight to dashboard




LG or Governance | Service Sustainable Inequity/ Inadequate Financial

Planning Delivery | development disparity planning sustainability
audit
2018-19 Fraud and corruption control LG v
2018-19 Reporting on local LG v v
government services
2018-19 LG Assets: Asset management LG v v v
and compliance
2018-19 Outcomes of investing in LG v v v
regional Victoria
2019-20 Developer and infrastructure  Planning/ LG v v v v
contributions
2019-20 Delivering local government LG 4 v
services — Council libraries
2020-21 Implementing Plan Planning v v
Melbourne
2020-21 Maintaining local roads LG v v v
2020-21 Delivering Local Government LG v v

Services: Waste Management



2018-19 audits — Asset management and compliance

Objective

Determine whether local
councils accurately document
infrastructure assets in their
information systems and use
this data in their asset
management and planning.

Issues

At 30June 2017, the 79
Victorian councils controlled
$91.2 billion of fixed assets.

Previous audits identified
persistent weaknesses in asset
management.

e Accurate asset information
required to comply with state
and federal disaster response
programs—if asset
management programs are
noncompliant, they risk being
unable to access funding.

Proposed agencies

e Colac Otway Shire

Nillumbik Shire Council

City of Boroondara

Hindmarsh Shire Council

Mildura Rural City Council



Proposed agencies

LGV within DELWP

City of Casey

Baw Baw Shire Council
Borough of Queenscliffe
Horsham Rural City Council
Moonee Valley City Council

Issues

* The Performance Reporting in Local Government audit
recommended establishing minimum standards for council
performance reporting to address issues with the quality and
relevance of measures.

* In response, government developed the Local Government
Performance Reporting Framework (LGPRF) to promote
consistent and transparent performance measurement.

* The LGPRF includes 90 measures that cover service
performance, financial management and sustainability, with
council performance statements presented on the Know Your
Council website.



NICENN IR CEIEAYE R Modernise our auditing standards

e DA will identify and create audit efficiencies that lead to better quality audits of financial reports and new insights in
performance audits

Ce ) AT AoV iVT=IaIl=Bl Better leverage our access & increase accessibility to our work

¢ Produce dashboards which enable auditors to benchmark entities within and outside their sector
e Facilitate access requests to dashboards and other DA outputs by external stakeholders

Lead by example Embrace new technology

* |nvest in tools and other software that add value to the audit process through increasing the efficiency and/or
effectiveness of data collection, analysis and/or insights obtained

Invest in people Invest in excellence

e Invest in skill uplifts within the DA team first, establish DA sector champions in audit divisions and later uplift all audit
staff



2018 & 19

Wave 1
‘Descriptive &
diagnostics analytics/

Invest in streamlining collection and
validation of core data needed on
selected audits

Build standardised FA financial cycle and
customized PA dashboards to help
auditors better plan and undertake
audits

Invest in basic machine learning systems
and capabilities

Invest in training DA staff to develop
dashboards and analytics to better
support audit divisions

2020 & 2021

Wave 2
‘Predictive analytics’

Widen investment in streamlining
collection and validation of core financial
data for more entities

Invest in the collection of relevant
operational and third party datasets
which improve audit effectiveness
through predictive analytics

Pilot the use of artificial/augmented
intelligence that enhance the predictive
analytical capabilities of our audit
dashboards and analysis of unstructured
data

Invest in training nominated audit staff
as “DA champions” to assist in designing
and building dashboards

2021+

Wave 3
‘Augmented Intelligence’

Complete streamlining financial data
collection and validation processes for
all FA audits

Leverage off earlier investments in data
collection to develop sector based
dashboards that aide in the execution of
planned performance audits (PAs) and
selection of future PAs

Leverage off earlier investments in
machine learning and artificial /
augmented intelligence to produce more
effective audits and reports

Use of DA products and dashboards is
ubiquitous

Improve accessibility to our work



VAGO

Balance Sheets
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Data insights — they’re here

Expenses and Revenue
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VAGO

Number of Councils Total Expenses ($) Avg Annual Expenses ($) Total Revenue ($) Avg Annual Revenue (3)
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Any questions?

If you would like to know more about the Victorian Auditor-Generals Office’s work on the local government and planning sectors, please
contact:

Sheraz Siddiqui

Performance Audit Sector Director
Local Government & Planning
sheraz.siddiqui@audit.vic.gov.au

+ 61 3 8601 7128

Tim Loughnan

Financial Audit Sector Director
Local Government
tim.loughnan@audit.vic.gov.au
+ 61 3 8601 7086

If you are interested in VAGO’s work more widely, please contact:

enquiries@audit.vic.gov.au
+61 3 8601 7000
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