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The pillars of integrity

Judiciary
Ombudsman

Legislature
Public Service

Aupd tor-General
Private Sector
International Actors

p
S O C ETY "™ S§

Integrity Systems: Conceiving, Describing, Assessing
Dr AJ Brown and Dr John Uhr, 2004 2



Integrity issues — Central Goldfields

Key findings: Key learnings:

e council’s lack of internal controls. e commitment to integrity and ethical

: o values
* ‘red flags’ signalling internal control

breakdown * Individual to be held accountable for

+ inadequate policies and procedures their internal control responsibilities

e governing body to exercise oversight
of internal controls and demonstrate
independence from management

* overall lack of respect for compliance

* emphasis on appropriate governance
policies and procedures



Control objectives
Monitoring of control
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Control activities

Operational
suoilesado

e Efficient and effective operations
e Reliable financial reporting

e Compliance with laws

Strategic
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Culture Leadership Capability

Control environment

Adapted from the COSO Internal Control Framework
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Lines of defence

Governing Body / Audit Comittee

Senior Management T

15t Line of Defence ‘? 2nd Line of Defence f f‘ 3rd Line of Defence

Financial Controller
Security
Risk Management
Quality
Inspection
Compliance
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Internal Audit

Source: © Chartered Institute of Internal Auditors, UK & Ireland



e
Role of integrity bodies

o et s * VAGO can play a part by including
e T ' regular analysis of financial and
Eficient/effectivecoft BN - non-financial data from the sector
Integrity’ ‘Corruption’ to monitor ‘red flags’ as part of
external audit process.

* Through data analysis, VAGO can
provide councils with unique
insights and other information that
can be used to improve public
services.




Opportunities and challenges

Reporting frameworks
* Financial:
* re-examine content and financial reporting processes/timeliness
 assess impact of accounting standards (leases, revenue & income of NFPs)
* improve related party disclosures and supporting processes
* Performance:
* benchmark targets
e quality control

* relevance and appropriateness



Related party disclosures

* Sector responded reasonably well to first time application of AASB 124

e Subsidiaries

® Associates

e Joint ventures
e Others

e Disclosures varied between cohorts ( regional vs metro) as expected

* Materiality considerations as an area to improve on

¢ Key management
personnel (“KMP”)

¢ Close family
members of KMP’s

Other e Entities controlled or
jointly controlled by

entities related persons



Performance statements

e Third year of reporting.

» Sector to consider the need for ‘targets’ to help benchmark performance better.

* LGPRF Interpretation issues trending down.

e Quality control requirements highlighted through VAGO management letters.

* Relevance of indicators and quality of the commentary will be a focus area in the future.



Opportunities and challenges

Control frameworks
* Audit committees and internal audit effectiveness
 |T risks and mitigation strategies (including cyber security risks).

* Potential for continuous audit regime under National Disaster Relief and Recovery
Arrangements (‘NDRRA’) framework
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Any questions?

For further information contact:
Tim Loughnan
[p] 0408 227 917

[e] Tim.Loughnan@audit.vic.gov.au
Victorian Auditor-General’s Office

[p] 8601 7000
[e] enquiries@audit.vic.gov.au
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