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Audit summary

The Victorian Registration and Qualifications Authority (VRQA) was established in
July 2007 to regulate and monitor school and higher education, and vocational
education and training (VET). It replaced the Victorian Qualifications Authority.

VRQA registers education providers and monitors them for compliance with the
Education and Training Reform Act 2006 (the Act). VRQA'’s main role in relation to
VET providers is to assure the public that providers comply with minimum standards
established under state and Commonwealth legislation, and that the qualifications they
award meet a standard that other providers and employers recognise. The education
sector is a major source of export income amounting to billions of dollars annually,
reinforcing the importance of VRQA's regulatory role.

Government policy is for VRQA to regulate the education sector with a ‘light touch’
approach, shifting from quality control over activities to quality assurance. This means
VRQA's responsibility lies in assuring that providers meet regulatory standards, but not
how they do so.

This audit assessed the effectiveness of VRQA in regulating VET providers. It
examined whether VRQA registers and monitors these providers in line with the Act,
including the requirement that providers meet national standards in the Australian
Quality Training Framework 2007 (the framework). Within the VET sector, VRQA is
responsible for regulating about 1 200, mostly private, providers.

Conclusion

VRQA cannot reliably assure that it has effectively regulated VET providers.

When it was formed in July 2007, VRQA was aware of serious shortcomings in its
predecessor’s approach to registering VET providers. The actions it took to address
these issues up to mid-2009 were steps in the right direction, but they did not resolve
problems with both the operational shortcomings of its VET unit, or weaknesses in its
own quality assurance processes.

In September 2009 VRQA identified a range of further corrective actions that it is still
implementing. Those which it has completed have not been in place long enough to
assess their effectiveness. Of most concern is that VRQA has yet to implement a
quality assurance regime over the work performed by its contracted auditors. The
auditors’ work is fundamental to VRQA knowing whether or not providers meet
regulatory standards.

These issues should be promptly addressed. Until they are, students, employers and
other stakeholders cannot have the level of confidence in the quality of services from
VET providers they deserve.
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Audit summary

Findings

Governance

While VRQA has been progressively implementing a range of reforms to its regulation
of VET providers, these have been slow when considered in the context, both of the
significance of this sector to the economy, and the fast pace of change in the sector
that has occurred since 2007.

The VRQA Board was slow to resolve two threshold issues known to exist at the time

of VRQA'’s formation in July 2007:

e The lack of independence of the auditors that VET providers used to assess their
compliance with the standards was not resolved until January 2009. The board
originally decided in November 2007 that providers would be able to use their own
auditors only up to 30 April 2008 to assess whether they could teach more courses
and to check rectification of any minor non-compliance with the standards. In
response to industry concerns, the board decided in April 2008 to extend the
deadline by eight months to December 2008.

e Concerns with the performance of the VET unit's work were not decisively acted on
until after August 2009. The operation of the unit was reviewed in December 2008,
but the review did not address its quality assurance processes. Ongoing concerns
by senior management prompted a further review of the unit in August 2009,
leading to identification of a range of corrective actions. It is not evident the board
has actively monitored the adequacy or impact of these actions.

Further, implementation of necessary corrective actions arising from the 2009 review
of the VET unit has been delayed because of work required to introduce new
ministerial guidelines to strengthen the criteria on which VRQA can assess providers.

A risk-based approach to auditing providers has yet to be fully introduced.

For new providers seeking registration a default ‘high’ risk rating is now assigned, but it
is not evident that this rating is reviewed when a follow-up audit is undertaken after
12 months.

A risk-based audit approach for existing providers applying to teach more courses, and
for those seeking re-registration, was not introduced until August 2009 and May 2010,
respectively. Because of the five-year cycle for re-registration, it may take until 2015
before all existing providers are assessed and assigned an appropriate risk rating. Risk
assessments are used by VRQA to establish the level of regulatory oversight applied
to each provider.

Although the board recognised in July 2007 the need to calculate the cost of doing
audits, and review its fees accordingly, it has yet to complete this fundamental work.

viii  Victorian Registration and Qualifications Authority Victorian Auditor-General’s Report



Audit summary

Registering providers

VRQA adequately informs providers and potential applicants about Victoria’s
registration requirements.

There is, however, insufficient evidence to determine whether VRQA registers and
monitors VET providers in line with the Act and the framework. The documentation that
supports VRQA decisions to register VET providers is incomplete. It is not clear,
therefore, when making decisions about providers that delegates know whether VRQA
staff assessed auditors’ reports in line with VRQA's expectations.

The power to register providers has been delegated to four VRQA senior managers,

including the director and deputy director. The paper-based document trail supporting

registration decision-making showed:

o files either not having a recommendation to the delegate, or a record of the
delegate’s decision

e inconsistent management of providers who do not comply with the standards.

VRQA is transitioning to an electronic filing system, which should allow it to store all
relevant documents and decisions more efficiently. While this will support better
documentation of decisions it will not assure the quality of those decisions.

VRQA is a quality assurance agency, but it does not quality assure the work of its staff
or contracted auditors. Although adequate quality controls are in place for the work of
contracted auditors, VRQA does not have a system for assessing whether these
controls are actually operating as intended. Over the past two years VRQA has
conducted about 5 000 audits, comprising registration, re-registration and audits to
assess if providers can teach more courses. A quality assurance regime over the work
of contracted auditors is expected to be implemented late in 2010.

Recommendations
Number Recommendation Page
1. The Victorian Registration and Qualifications Authority 14
should:

e expedite establishment of comprehensive quality
assurance processes over the delegate’s
decision-making, VET unit staff and contracted auditors

e comprehensively document its decisions about
registering, monitoring and re-registering providers

e schedule post-implementation reviews of the actions to
improve operational efficiency and quality assurance
over contractors to assess the effectiveness of these
actions and inform their refinement and revision.
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X

Recommendations — continued

Number Recommendation Page

2. The Victorian Registration and Qualifications Authority 22
Board should closely oversight the Victorian Registration
and Quialifications Authority’s regulatory activities by:

e promptly assessing whether all areas of concern about
how well VRQA regulates the vocational education and
training sector have been identified, appropriately
prioritised and acted on

e progressively evaluating whether actions to address
shortcomings with regulatory practices have been
effective

e determining the full cost of regulating the vocational
education and training sector and review its fee
structure on this basis

e regularly reviewing the efficiency and effectiveness of
regulatory practices used in registering and monitoring
vocational education and training providers.

Submissions and comments received

In addition to progressive engagement during the course of the audit, in accordance
with section 16(3) of the Audit Act 1994 a copy of this report, or relevant extracts from
the report, was provided to the Victorian Registration and Qualifications Authority with
a request for submissions or comments.

Agency views have been considered in reaching our audit conclusions and are
represented to the extent relevant and warranted in preparing this report. Their full
section 16(3) submissions and comments, together with my acquittal response to the
Chair, Victorian Registration Qualifications Authority, are included in Appendix A.
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Background

1.1 Role and functions

The Victorian Registration and Qualifications Authority (VRQA) was set up in 2007 as a
state-owned public authority to regulate and monitor school and higher education, and
vocational education and training (VET).

It brought together the regulatory functions of the:

° Registered Schools Board

° Victorian Qualifications Authority

° Office of Training and Tertiary Education’s (OTTE) higher education unit.

The Victorian Qualifications Authority had, however, fully delegated the registration and
monitoring of VET providers to OTTE.

VRQA's functions are to register education providers and to monitor their performance
for compliance with quality standards and ministerial directions. VRQA accredits
courses that lead to nationally recognised qualifications, and decides whether
providers can teach these courses and award qualifications. VRQA also publishes
information about courses, qualifications and providers.

At June 2010 VRQA was responsible for regulating almost 2 300 schools, 1 200 VET
providers, such as commercial colleges and technical and further education
institutions; and more than 50 private higher education institutions. Among those it
regulates are more than 300 providers offering Commonwealth-accredited courses to
overseas students and home schoolers.

Since 2003 the structure of the VET industry in Victoria has shifted towards an
increased number of private providers that compete to teach government funded
training programs. Among private providers there are commercial operators offering
courses for profit. In 2003, 457 of 1 173 VET providers, about 40 per cent, were
commercial providers. By the time VRQA formed in 2007, there were 679 of 1 310 or
about 50 per cent. As at June 2010 there were 712 commercial VET providers out of
1 232 providers—about 60 per cent.

There has also been a rapid growth in the number of overseas students. In 2009 the
Australian VET sector generated more than $4 billion of export income. Victorian
government figures show about 500 000 students enrolled in a VET course in 2008,
with about 40 per cent between 15 and 24 years of age.

Victorian Auditor-General’'s Report Victorian Registration and Qualifications Authority 1
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1.2

In relation to VET providers, VRQA's main role is to regulate their compliance with
minimum standards, and make sure that the qualifications they award meet a standard
that other providers and employers recognise. Fulfilling this role effectively gives
assurance to the public, including students, about the quality of education providers.

VRQA may refuse to register an applicant, or later amend, suspend or cancel a
provider’s registration if they do not meet minimum standards. VRQA may put
conditions on a provider’s registration, such as not allowing a provider to charge
student tuition fees before teaching them.

In 2009-10, there were 185 VET providers who had their registrations cancelled. Of
these, 141 were voluntary, 23 registrations expired, seven were for non-compliance
with the standards, and 14 providers went bankrupt or into liquidation. There were
60 cancellations in 2007-08, 42 voluntary and 92 in 2008-09, 73 voluntary.

Funded mainly by the Department of Education and Early Childhood Development and
the Department of Innovation, Industry and Regional Development, VRQA also
receives income from fees and charges. About 25 per cent of VRQA’s income in 2009
was from fees and charges.

VRQA also works with the Department of Planning and Community Development, but
receives no funding from it. VRQA shares the responsibility with the three departments
for delivering government policy in areas of education and skills, employment and
lifelong learning.

Key drivers of change for VRQA have included Victorian government education and
employment policies, changes to Commonwealth legislation dealing with the education
of overseas students, and reviews of the national quality frameworks governing VET.

Legislation, regulation and policy

1.2.1

The Education and Training Reform Act 2006 and
regulations

In pursuing the Growing Victoria Together goal of ‘high quality education and training
for lifelong learning’, the Education and Training Reform Act 2006 (the Act) set up
VRQA. As provided for under the Act, a number of ministerial statements, orders and
directions have also been made. In 2007 the Education and Training Reform
Regulations, which govern VRQA were established.

During the audit, the Minister for Skills and Workforce Participation introduced
legislation into Parliament to strengthen how VRQA regulates post-secondary school
providers in particular. The legislation is based on a 2009 review of VET regulation that
followed the collapse of several high-profile private VET providers.

2 Victorian Registration and Qualifications Authority Victorian Auditor-General’'s Report
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1.2.2 Ministerial Statement of Expectations

In July 2006 the then Minister for Education and Training published a Ministerial
Statement of Expectations for VRQA.

The statement said the minister wanted a new approach to regulation that shifted from
quality control over activities to quality assurance about standards. The distinction was
that VRQA would be ‘responsible for ensuring providers meet minimum standards, not
for how they do so. Ongoing quality assurance and provider improvement are the
responsibilities of owners/operators of education and training providers’.

The minister referred to this as a ‘light touch’ approach to regulation and said VRQA
was to base the discharge of its duties on this approach. The minister also wanted
VRQA to be a ‘one stop shop’ for education providers, and where possible for it to
avoid duplicating regulatory activities of other areas of government.

1.2.3 Ministerial directions

The Ministers for Education, and Skills and Workforce Participation are responsible for
VRQA. Late in 2009 the Minister for Skills and Workforce Participation issued two
ministerial directions aimed at strengthening VRQA's registration of all VET providers,
including financial health assessments. Both were in effect at 1 January 2010. The
directions required VRQA to introduce a new way to assess applications from these
providers.

1.3 National and state contexts

The regulation of training and education providers is also a national activity.
Commonwealth legislation and regulations affect VRQA. For example, under the Act
VRQA is required to regulate VET providers in line with the Australian Quality Training
Framework 2007 (the framework)—a set of national standards designed to assure
consistently high quality services in the VET sector.

The Act, which lists the requirements for registration in Victoria, requires VRQA to
comply with the framework. The framework comprises:

° essential standards for registration

° standards for state registration and course accrediting bodies

° excellence criteria.

Except for Victoria and Western Australia, all states recently agreed to transfer their

powers to register and monitor VET providers to a single national authority. Victoria,

however, has not signed up to this authority, preferring to align its legislation with the
Commonwealth’s.

Victorian Auditor-General’'s Report Victorian Registration and Qualifications Authority 3
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Providers wishing to offer courses to overseas students must also be registered on the
Commonwealth Register of Institutions and Courses for Overseas Students. VRQA is a
designated authority and as such is empowered to recommend to the Commonwealth
the approval of providers to deliver courses to overseas students under the
Commonwealth Education Services for Overseas Students Act 2000.

1.4 Audit objective

1.4.1 QObjective and criteria

This audit assessed the effectiveness of VRQA in regulating VET providers. It

examines whether VRQA:

° registers and monitors VET providers according to national standards

° has a sound framework that it regularly uses to measure and review its own
efficiency and effectiveness.

1.4.2 Method

The audit was conducted in accordance with Australian Auditing and Assurance
Standards.

1.4.3 Cost

The total cost of the audit was $350 000.

4 Victorian Registration and Qualifications Authority Victorian Auditor-General’'s Report



2 Registering VET providers

At a glance

Background

The Victorian Registration and Qualifications Authority (VRQA) is required to comply
with the Education and Training Reform Act 2006 (the Act), the Education and Training
Reform Regulations and ministerial directions when it regulates vocational education
and training (VET) providers.

Conclusion

VRQA cannot reliably demonstrate that it has been registering and monitoring VET
providers in line with the Act. Action has been taken to address shortcomings but this
work is not yet complete.

Findings

° VRQA adequately informs VET providers and potential applicants about the Act’s
registration requirements.

° VRQA does not have a system for quality assuring the work of its contracted
auditors or its own staff.

° While VRQA has suitable quality controls for its auditors to assess VET providers’
compliance with the Act, it does not have a system of assessing whether these
controls are working as intended.

° VRQA has not managed provider non-compliance with regulatory requirements
consistently. A clear policy for doing so was, however, set out in April 2010.

° There are significant gaps in documentation to support decisions about
compliance with the standards.

Recommendation

The Victorian Registration and Qualifications Authority should:

° expedite establishment of comprehensive quality assurance processes

° comprehensively document decisions about registering, monitoring and
re-registering providers

° schedule post-implementation reviews of the actions to improve operational
efficiency and quality assurance over contractors to assess the effectiveness of
these actions and inform their refinement and revision.

Victorian Auditor-General’'s Report Victorian Registration and Qualifications Authority 5



Registering VET providers

2.1 Introduction

The Victorian Registration and Qualifications Authority (VRQA) is required to register
vocational education and training (VET) providers in line with the Education and
Training Reform Act 2006 (the Act), the Education and Training Reform Regulations
2007 and ministerial directions.

In addition, the Act requires VRQA to register VET providers in line with the Australian
Quality Training Framework 2007 (the framework)—a national quality framework
agreed by each state and territory. The framework includes:

° essential standards for registration

° standards for state registration and course accrediting bodies

° excellence criteria.

The Act requires VRQA to publish meaningful and accurate information on the VET
providers it has registered in its state register. This is because students should have
confidence in the quality of education providers. So too should employers and others
who pay for a professional service from a registered VET provider. It is important that
VRQA's decision-making about registration is sufficient to provide this confidence.

The audit reviewed VRQA's decision-making at the initial registration, 12-month and
re-registration stages—the times when VRQA decides if a VET provider is fit to operate
or continue to operate.

The audit sampled VET provider files from July to December 2009. This period
predates VRQA's Guidelines for VET Providers, introduced on 1 January 2010 under
direction from the Minister for Skills and Workforce Participation. These guidelines
require VRQA to also assess the financial viability of VET providers before registering
them. The 2010 guidelines broadened the scope of VRQA audits, but did not introduce
a different step in the decision-making process. As VRQA had not yet completed a
decision about registration using this new requirement at the time of the audit file
review, its application could not be reviewed.

2.2 Conclusion

VRQA cannot reliably demonstrate that it has registered and monitored VET providers
in line with the Act. This in turn raises doubts about whether published information on
VET providers is reliable, and whether stakeholders can have confidence in the
outcome of VRQA's registration activities for VET and, therefore, the quality of VET
providers.

6 Victorian Registration and Qualifications Authority Victorian Auditor-General’'s Report
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VRQA has designed suitable quality controls for its contracted auditors to audit
according to the framework. However, without quality assuring their work it cannot
demonstrate that these controls are working as intended.

Gaps in the paper-based document trail evidencing and supporting registration
decisions were identified. VRQA has, however, recently introduced an electronic
management system for VET provider records. This should support better
documentation, provided adequate controls are implemented over the creation and
maintenance of the records.

VRQA has completed or commenced corrective actions as a result of an
August-September 2009 review. However, it is too early to tell if these actions are
effectively addressing these shortcomings.

2.3 Information for VET providers and applicants

VET providers need to know about registration requirements as a first step to meeting
the standards. Under the framework’s Standards for State and Territory Registering
Bodies, VRQA should clearly tell VET provider applicants and registered providers:

° the requirements for being registered

° their obligations for maintaining registration.

VRQA is meeting the framework’s requirements for informing providers about the

requirements for registration and maintaining registration. VRQA:

° has staff dedicated to answering enquiries, either by email or telephone

° publishes relevant and comprehensive information on its website about VET
registration for applicants and existing providers, and updates its website as
requirements change

° holds free information sessions for prospective applicants every two months

° provides links on its website to external organisations that can offer providers
help and advice, including a link to a register of consultants maintained by the
Australian Council for Private Education and Training

° publishes a quarterly e-newsletter on its website that provides current information
on VRQA activities and changes to state and Commonwealth regulations.

VRQA monitors its information provision activities through an annual client satisfaction
survey of all VET providers, feedback from attendees at its information sessions,
feedback from VET providers at the end of an audit and monitoring activity on its
website.

Victorian Auditor-General’'s Report Victorian Registration and Qualifications Authority 7
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2.4

Quality assuring VET providers

2.4.1

2.4.2

Decision-making process

Under the Act the VRQA Board has the authority to decide whether to register a VET
provider. The board has delegated this authority to the VRQA Director, Deputy Director
and two non-executive staff.

Before deciding whether to register a VET provider, VRQA staff first assess an
applicant’s written application for completeness. VRQA then typically contracts auditors
to audit the applicant’s corporate documents and premises to see if they meet the
registration standard. VRQA has a panel of contracted auditors it uses to do this work.
VRQA's VET unit staff, in turn, assess the auditor’s report before recommending a
decision.

VRQA typically registers VET providers for five years, and may re-register a provider if
it still meets the required standard. VRQA monitors a provider’s ongoing compliance by
auditing them:

° 12 months after registration

° at least once more before the registration expires.

VRQA also monitors compliance by:

° investigating complaints against registered VET providers

° assessing subsequent applications from registered providers for approval to
teach more courses and award more qualifications (amendments to scope).

VRQA also typically uses contractors for this work. For VET in 2009-10, including
domestic and international providers, VRQA conducted 536 registration and
re-registration audits, and 2 445 amendments to scope audits. In 2008—09 VRQA did
310 registration and re-registration audits, and 1 672 amendments to scope audits,
including domestic and international providers. The total across the two years is

4 963 audits.

Review of VRQA's decision-making

Figure 2A outlines VRQA's registration assessment and decision-making process, and
the evidence that would show that VRQA made its decisions in line with the Act’s
requirements.

Victorian Registration and Qualifications Authority Victorian Auditor-General’'s Report
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Figure 2A
VRQA's registration assessment and decision-making process
and expected documentation

Delegate's decision
e Correspondence from the delegate to the provider communicating the
decision.
e Documented decision by VRQA.
e Clear recommendation to VRQA delegate from an appropriate manager
based on VRQA's assessment of the auditor's report.

T

VRQA's assessment of auditor's report
e VRQA's assessment of audit report and audit evidence.

T

Auditor's assessment
e Audit report assessing compliance against the Act's requirements,
including the framework's standards for registration.
e Evidence for the assessment.

VRQA's audit scope
VRQA's advice to the auditor about the scope of work required.
VRQA's risk assessment to inform the scope and scheduling of the audit.

Source: Victorian Auditor-General's Office.

2.4.3 Findings of our audit

VRQA did not have adequate quality-assurance processes over the work of VET unit
staff or of its contracted auditors. While suitable quality controls have been designed
for contracted auditors, there is no process for assuring whether these procedures are
operating well.

Better documentation of the decisions made by delegates is also required to
demonstrate that due process was followed.

Victorian Auditor-General’'s Report Victorian Registration and Qualifications Authority 9



Registering VET providers

10

Quiality control and assurance

The audit examined what VRQA did to:

° control whether its staff and contracted auditors assess VET providers
consistently in accordance with the Act and framework, and how its delegates
make decisions

° assure itself that staff and contractors conduct each step in the process well, and
that the delegate makes the right decision.

VRQA has designed suitable quality controls for its contracted auditors, including
provision of training; providing auditing and reporting templates that are consistent with
the framework; requiring auditors to declare they have no conflicts of interest in
auditing a provider; and VET provider evaluations.

To assess auditors’ reports, VRQA requires its staff to review the veracity of the
auditors’ assessment to make a judgement on the level of compliance with the
standards, and whether the applicant or providers should be registered.

VRQA's main quality control for its own staff is its approach to human resource
management, including training and performance review and monitoring achievements
against key performance indicators.

However, VRQA does not have a system of assuring whether its quality controls work
in practice, and whether each step in the registration and decision-making process is
conducted well and leads to the delegate making the right decision. VRQA does not
review the quality of the auditing and assessment process to establish whether they
are conducted to a standard that means the process is effective.

VRQA staff assess whether auditors’ reports are complete and evidenced based.
However, VRQA does not routinely assure the quality of the work of its contracted
auditors—that is, whether they are competently conducting their assessments. For
example, staff do not assess whether auditors’ reports accurately reflect the provider’s
business and its operations, including the standard of its facilities and training.

In some circumstances VET providers teach in specialised areas, such as automotive
training and taxi driver training, which are co-regulated by other government agencies.
In these circumstances, VRQA relies on these other agencies to assess whether
providers meet the regulations. VRQA has memoranda of understanding with these
agencies to co-regulate such providers. Providers are required to give VRQA a copy of
any licence or accreditation by the agency when seeking registration or re-registration.

VRQA does not have processes to assure the quality of delegates’ decisions, or the
quality of advice delegates receive from the VET unit. Nor was it evident from the
VRQA Board papers that the board routinely reviewed the decision-making process it
delegated to VRQA senior managers.

Victorian Registration and Qualifications Authority Victorian Auditor-General’'s Report
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VRQA has acknowledged that it needs to establish a quality-assurance system for VET
auditors and has also indicated it will set up an annual internal audit of processes, and
develop a policy and procedures document. VRQA will review how it can improve its
quality assurance over its staff at the same time.

The policy and procedures document should comprehensively show how VRQA will
assure each aspect of its regulatory activities.

Documenting decisions to register providers

VRQA is changing how it keeps records on VET providers, from paper-based files to
electronic files. The audit examined a sample of paper-based files and received a
demonstration on the capability of VRQA's new system.

For paper-based files, evidence that the delegate knew if a VET provider complied with
the Act and framework when they decided on a provider’s registration, was either
missing, or lacked sufficient detail to show they considered all necessary matters.

A completed audit report was held on all files we examined. VRQA staff document their
assessment of an auditor’s report on an ‘audit review template’. However, on four of
the 16 files we reviewed, we either did not see a recommendation to the delegate, or
the delegate’s decision recorded.

Of these four files, there was no documented decision about a provider’s registration
on two files. The only documentation that provided evidence of the delegate’s decision
was the letter to the provider telling them the outcome of their application. On the other
two files there was no record of recommendation from the VET unit manager to the
delegate about the decision. Without this record, the delegate cannot demonstrate they
knew the basis of their decision.

For the other 12 files, the recommendation from the VET unit manager to the delegate,
took the form of their initials on a ‘file note’ that contained cursory advice from a VET
unit staff member about the provider’s level of compliance. The limited nature of this
advice was compounded by there being no clear link to any analysis that supported the
VET unit staff member’s opinion, or to an assessment of the quality of the audit report.

Without documentation that clearly shows the delegate knew that the VET unit had
assessed the auditor’s report in line with VRQA's expectations, we cannot confirm
whether the delegate knew the basis of the recommendation.

Better practice would have been to either:

° Have the VET unit manager sign a memorandum or report to the delegate,
setting out the basis on which they were satisfied that the VET unit assessed the
provider’s compliance with the required registration standards, and
recommending a decision. The delegate should then explicitly record their
decision.

Victorian Auditor-General’'s Report Victorian Registration and Qualifications Authority 11
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° Have the VET unit manager and delegate explicitly record their respective
recommendation and decision on the audit review template showing the VET
unit’'s assessment of the auditor’s report. This would demonstrate that the
manager and delegate saw, and were satisfied with, the VET unit's assessment.

Given that VRQA currently regulates 1 200 providers over a five-year registration
period—an average of about 250 per year—it is important that its decisions at all
stages of a provider’s registration are comprehensively documented.

VRQA has acknowledged the limitations of maintaining simultaneous paper-based and
electronic records and the need to have one full record of a provider. It has committed
to close each provider’s paper-based file at the date of its next re-registration, and use
its electronic system to document VET provider records.

VRQA's new electronic filing system will allow VRQA to store all relevant documents

and decisions more efficiently. However, this will not guarantee quality. It remains for

VRQA to:

° comprehensively document its regulation of each provider

° maintain appropriate controls over creating, accessing and storing records

° have quality-assurance arrangements that provide comfort that the records are
being appropriately established and updated.

Managing non-compliance
VRQA rates non-compliance on three levels—minor, significant and critical. Where

VRQA finds a provider is non-compliant it may still allow them to operate. In these
cases, verification is required that the provider rectifies the non-compliance.

Before April 2010 VRQA managed non-compliance inconsistently. Our file review
showed that in two instances VRQA only required ‘significantly’ and ‘critically’ rated
non-compliant providers to attest they had fixed their non-compliance, and did not
obtain explanations or corroborating evidence.

In April 2010 VRQA changed the way it manages non-compliance to:

° give ‘critically’ non-compliant providers 28 days to show how they would fix their
non-compliance and six months to rectify it, monitored by a senior VET unit audit
officer

° renew ‘significantly’ non-compliant providers for up to five years and give them
28 days to show how they will rectify their non-compliance, which will be
monitored by a VET unit officer

° renew providers with ‘minor’ non-compliance for up to five years and request the
provider rectify non-compliance without further monitoring.

VRQA should quality assure how well its staff monitor VET providers who need to
rectify non-compliance.
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2.4.4 Other weaknesses in regulating VET

Areview in December 2008 found that, 18 months after VRQA's establishment, the
VET unit had not integrated well into the organisation.

Registering VET providers

As VRQA senior management’s concerns about VET regulation remained, a further
three-week review was completed in September 2009. Shortcomings identified
included:
a backlog of audits that were either not done or not reviewed by VET unit staff
the absence of a risk-based approach to conducting audits

inadequate tracking of audit activities
inadequate management of contracted auditors.

The review also found significant levels of non-compliance, with 52 per cent of
providers registered for 12 months, and 46 per cent of providers applying for
re-registration, being either significantly or critically non-compliant.

Implementation of a range of recommended corrective actions then followed.
Figure 2B shows their status.

1.

Figure 2B

Status of recommended actions of the 2009 review of the VET unit

Action Implementation status

Adopting a risk-based approach

Develop a risk assessment tool to review VET providers’
activities

Allocate a risk rating to all registered VET providers when
they apply for registration

Use this risk assessment to assign a suitable auditor, scope
the audit and identify appropriate VRQA staff to manage the
audit

Review each provider’s risk rating during its registration
cycle

Improving audit administration

5.

Develop an audit tracking and reporting system

Improving contracted auditor management

6.
7.
8.

10.

Develop a comprehensive audit manual for auditors
Conduct auditor briefing sessions every three to six months

Introduce a quality assurance program over each VET
provider audit once VRQA had reduced a backlog of
auditing work and activity had stabilised

Require senior audit staff to periodically review audit
assignments, with a focus on the standard of audit files and
the consistency of audit work across auditors

Review the panel of contracted auditors for their suitability
and use the same standard contract for each contractor

Completed
Commenced/ongoing

Commenced/ongoing

To commence after
2010 re-registrations
completed

Completed

Due October 2010
Commenced

Incomplete—awaiting
implementation of
Recommendation 10

Commenced

Due September 2010

Source: Victorian Auditor-General's Office, based on information from the Victorian Registration
and Qualifications Authority.
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Registering VET providers

Completed actions

Using a risk-based assessment to determine the method for auditing providers should
make audits more efficient and help achieve ‘light touch’ regulation consistent with the
ministerial direction.

To improve its audit administration, in May 2010 VRQA completed consolidating its
records of VET registration and monitoring activities into a single database, its
customer relationships management (CRM) system. Among other things the CRM
tracks the audit history of each provider and flags upcoming audits.

Incomplete actions

For the incomplete actions, VRQA advised:

Recommendation 6—After VRQA drafted an audit manual in 2009, the Council of
Australian Governments decided to update the Australian Quality Training
Framework 2007. The revised framework was finalised in June 2010 and
introduced on 1 July 2010. This decision delayed finalisation of the VRQA audit
manual.

Recommendation 8—As part of VRQA's re-tender process, due to be completed
in September 2010, it intends to impose a contractual requirement for auditors to
have in place proven quality assurance processes and to allow VRQA access to
their records.

Recommendation 10—Proposed amendments to VRQA's legislative powers
have delayed this review. VRQA intends to re-tender for its panel of contracted
auditors by September 2010.

Recommendation

1.

The Victorian Registration and Qualifications Authority should:

® expedite establishment of comprehensive quality assurance processes over
the delegate’s decision-making, VET unit staff and contracted auditors

e comprehensively document its decisions about registering, monitoring and
re-registering providers

® schedule post-implementation reviews of the actions to improve operational
efficiency and quality assurance over contractors to assess the effectiveness
of these actions and inform their refinement and revision.
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Governance of VRQA

At a glance

Background

Good governance is important for organisational effectiveness. Central to good
governance is a board that actively sets an organisation’s direction and oversees its
management so it delivers on the organisation’s objectives, efficiently and effectively.

Conclusion

The Victorian Registration and Qualifications Authority (VRQA) Board and its
management have been slow to address shortcomings with VRQA's regulatory
practices. This has resulted in VRQA being unable to demonstrate that it is fulfilling its
regulatory responsibilities.

Findings

° Concerns over auditor independence were not effectively resolved until
1 January 2009—18 months after the organisation formed.

° It took more than two years to identify actions to decisively address concerns with
the vocational education and training (VET) unit's performance.

° VRQA did not introduce a risk-based assessment for conducting re-registration
audits until May 2010.

° Despite recognising in 2007 that VRQA needed to establish the cost of doing
audits, and review its fees accordingly, this fundamental work has not been
completed.

Recommendation

The VRQA Board should closely oversight VRQA's regulatory activities by:

° assessing whether all actions to address shortcomings with regulatory practices
have been identified, appropriately prioritised, acted on and their effectiveness
progressively evaluated

° determining the full cost of regulating the VET sector and review its fee structure
on this basis

° regularly reviewing the efficiency and effectiveness of regulatory practices.
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3.1

Introduction

3.2

The board of the Victorian Registration and Qualification Authority (VRQA), the
governing body, is responsible for VRQA's performance, including compliance with the
Education and Training Reform Act 2006 (the Act).

Good governance is important for an organisation’s effectiveness. It helps identify and
efficiently and effectively manage risks that could adversely impact on performance.

Good governance involves board members:

° knowing the role of the board, and their responsibilities to the organisation’s
stakeholders

° setting the organisation’s strategic direction, and monitoring that its objectives are
being achieved

° assuring the organisation’s activities are of high quality, and that it is reliably
identifying and appropriately addressing risks

° evaluating the organisation’s performance.

Good governance also requires management to be accountable to the board through
regular reporting on performance and matters of significance that affect the
achievement of the organisation’s objectives. In this chapter we highlight areas of
governance that impacted on VRQA's ability to perform its role efficiently and
effectively.

Conclusion

Delays by the board and management in taking action to decisively address known
problems means VRQA is unable to demonstrate that it is fulfilling its regulatory
responsibilities. In a rapidly changing and complex industry like vocational education
and training (VET), vigilance is required if VRQA is to establish and sustain an effective
regulatory regime.

The board is now acting to address known problems. It has, however, been slow to do
so. It took until August 2009 to act decisively to improve VRQA's regulation of VET
providers, even though the weaknesses in regulatory practices were known from
VRQA's establishment in July 2007.

Since July 2007, incremental improvements to the operation of its VET unit were
made, however, they did not resolve the underlying issues. It was not until September
2009 when VRQA identified and initiated corrective actions that it started to adequately
address the unit’s performance.
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Some actions are still to be completed and it is not evident whether all significant
shortcomings have been identified and acted on. Completed actions have not been in
place long enough to assess their effectiveness. The competing priority of VRQA also
introducing new guidelines to expand the criteria for assessing providers, following a
direction form the Minister for Skills and Workforce Participation, has contributed to it
not yet completing corrective actions.

There is a clear need for a quality assurance regime to be established for VRQA's
regulatory practices, both those carried out by contracted auditors and its own staff.

3.3 Governance roles and responsibilities

The board met five times before VRQA was formally established in July 2007. In its first
five meetings it agreed that its governance model would require the board to make
decisions on strategy and policy, and VRQA management to implement them. The
board recognised its relationship with the director was key, and that this relationship
needed to be clear.

In May 2009 and May 2010 board members were asked to complete an annual survey
to assess the board’s overall performance and evaluate the processes that support its
operation and decision-making. Seven of thirteen members completed the survey in
2010. In the time between the two surveys, three new members joined the board. The
survey results do not show which seven of the thirteen board members completed the
survey.

The survey results for 2010 show board members are less confident about their role

and their relationship with the VRQA Director than they were in 2009. Board members

indicated that they trust the Director, but they are less certain about:

° where their role ends and the Director’s begins

° whether they are adequately informed about what is happening at VRQA's
operational level.

The results indicate board members know what is expected of them and that they
believe they prepare well for board meetings. They also show that members are
satisfied with VRQA's strategic plan and with how well the board’s Audit and Risk
Management Committee monitors VRQA's performance overall.

The 2010 results indicate reduced confidence, compared with 2009, about whether:
° members come to meetings well prepared
° all members participate in important board discussions.

When the board discussed the survey results at its meeting on 30 June 2010, the chair
committed to speak with members individually about what needed to be done to
improve the results by the next survey in 2011.
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3.4

Governance of the VET regulatory function

3.4.1

During the audit a number of problems with VRQA's governance were noted.
Particularly evident were the delays in effectively dealing with significant issues
impacting on the conduct of VET registration and monitoring activities. Specific
examples are discussed below.

Independence of auditors

VRQA's predecessor, the Victorian Qualifications Authority, had delegated its
responsibility for registering and monitoring VET providers to the Office of Training and
Tertiary Education (OTTE). OTTE allowed providers to appoint and pay for their own
auditors to assess their suitability for registration. OTTE, therefore, registered VET
providers on the advice of auditors, but without assuring itself of the auditors’
objectivity or independence, or the quality of their work. In this respect, the fee
arrangement had the clear potential to compromise auditor independence.

Concerns with auditor independence were known when VRQA was formed in

July 2007. At that time VET providers were appointing and paying the same
consultants to advise them on compliance with existing standards and to audit them
against the standards. The board allowed VET providers to continue this practice up to
31 December 2008 for most audits.

From 1 July 2007 VRQA was empowered to appoint and pay for its own contracted
auditors. The board decided in September 2007 to use only VRQA contracted auditors
to assess applications for initial registration and re-registration, and to verify if
providers rectified any significant or critical non-compliance with the standards. VRQA
charged providers for these audits. In 2007—-08 there were 125 new registration or
re-registration audits.

In November 2007, the VRQA Board decided to extend until 30 April 2008 the practice
of VET providers using their own auditors to assess whether they could teach more
courses, and to check if the provider had rectified any minor non-compliance with the
standards. The board also recognised the need to separate the consulting and auditing
arrangements so that only VRQA-appointed auditors would audit providers. However, it
agreed to consult industry on this change. In 2007-08 and 2008—-09, audits to assess if
providers could teach more courses totalled 1 557, and 1 381, respectively, which
constituted the bulk of VET provider audits.

In response to industry concerns, however, the board decided in April 2008 to allow the
providers to use and pay for their own auditors for these types of audits until

31 December 2008. The industry was concerned that the audits would cost providers
more and take longer to complete under VRQA's regulatory regime. The industry also
wanted to explore whether the conflict in the consultant-auditor arrangement could be
resolved, allowing providers to continue using their consultants to audit them. The
board had already decided in November 2007 that this arrangement could not be
resolved.
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The board allowed the delay of eight months from the original cut-off date knowing that
this was poor regulatory practice. Consequently, it was not until 18 months after VRQA
was established that the issue of auditor independence was fully resolved.

3.4.2 Quality assurance

The board and senior management did not act effectively to address concerns with the
performance of the VET unit until August 2009.

VRQA management was aware that when VRQA formed in July 2007, the problem of
auditor independence was being compounded because staff in the VET unit were not
critically assessing, auditors’ findings. Moreover, in some cases, auditors’ report
findings were changed by VET unit staff without an evidentiary basis.

Despite this, VRQA did not introduce routine reviews of whether it registered providers
in line with the Act, and did not review the VET unit until December 2008.

As a new organisation, and as a regulator of education provider quality, it would have
been prudent to have fully assessed whether the system of VET regulation it inherited
was sound. Given the known problems with how VET was regulated, it is concerning
that VRQA did not immediately review all areas of VET regulation, including staff
performance, and put in place a strategy for reform from the beginning.

The December 2008 review, initiated by VRQA'’s senior management, assessed the

VET unit's application processes and workload but not its quality assurance processes.

The review found that VRQA management had tried to improve the VET unit’s

performance by:

° contracting more auditors to assess VET providers

° restructuring the unit, setting up a separate team to regulate international VET
providers.

The review also found:

° there had been no planning, scheduling, monitoring and tracking of VET activities

° staff responsibilities and accountability for tasks had not been clearly articulated

° the lack of a VET unit manager for 12 months was the primary cause of the VET
unit’s underperformance. VRQA had appointed an acting VET unit manager in
October 2008, and then appointed a permanent manager in January 2009.

Following the 2008 review VRQA held a VET unit development workshop in April 2009.

However, in August 2009, senior management remained concerned with the quality

and timeliness of the unit's work. The VRQA Board then agreed to:

° set up a Quality Assurance Subcommittee to recommend and develop proposals
for the board on VET quality assurance

° engage an audit specialist to manage the VET unit’'s audit branch, further review
the unit, and recommend and implement actions to address any issues identified.
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3.4.3

The audit specialist reviewed the VET unit over three weeks before recommending
actions to the Quality Assurance Subcommittee at its first meeting in September 2009.
The subcommittee accepted the recommendations and then asked the board to
endorse them in October 2009.

There was no evidence that the board discussed the recommendations in detail, or
endorsed or noted them. Since October 2009 the subcommittee has received progress
reports on implementing the recommendations. It has not recommended any further
action to the board on VET quality assurance. Neither the board, nor the subcommittee
have recorded whether they are satisfied that the actions the subcommittee endorsed
have covered all areas of concern.

It is not evident the board actively followed up how well VRQA was implementing the
recommendations from the audit specialist’s review, or that it has determined the
impact of its actions. The subcommittee has reported to the board after each of its
meetings and the board noted each report. There is no record that the board discussed
VET quality assurance or VRQA's progress to improve it, despite setting up the
subcommittee for this purpose.

Risk assessment

Meeting the registration criteria at the time of registration does not guarantee
continuing compliance with them. The Australian Quality Training Framework 2007
(the framework) National Guidelines for Risk Management explains the risk-based
approach that state regulatory bodies should adopt when monitoring VET providers.
The guidelines work on the principle that the higher a provider’s risk of not meeting the
framework’s standards, the greater the regulator’s effort should be to monitor its
performance.

The guidelines require regulators to assess a provider’s risk rating according to three
performance risk indicators:

° history of audit compliance

° data from quality indicators

° history of complaints.

VRQA advised that the quality indicators were not implemented nationally until 2010
and so they could not collect data from VET providers to use in rating their risk. The
two other risk indicators were available to VRQA.

VRQA is only meeting the risk management guidelines for providers seeking
re-registration or applying to teach more courses. The guidelines require regulators to
assess a provider’s risk rating each time they are audited. There are three risk
ratings—high, medium and low. The guideline requires regulators to audit high-risk
providers every year, medium-risk providers every three years and low-risk providers
every five years.
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VRQA assigns a default high-risk rating to all new providers at registration and
maintains this for the 12-month follow up audit. However, it was not evident that VRQA
reviewed this default rating at the 12-month stage. From the point of view of
proportionate response under the ‘light touch’ regulatory model, rating every provider
as ‘high risk’ defeats the purpose of a rating, because all are treated equally.

Since May 2010 VRQA has started to assess the risk rating of VET providers applying
for re-registration. Audits have been scheduled according to whether the providers are
assessed as high, medium or low risk. The criteria are consistent with the framework.

VRQA's approach is to do:

° full on-site audits for high-risk providers

° targeted audits for medium-risk providers, following a self-assessment by the
provider about their compliance with the standards

° desktop audits for low-risk providers, following a self-assessment by the provider
about their compliance with the standards.

We did not verify whether VRQA conducted risk-based audits in line with its stated
approach, as the approach was introduced during the audit.

By August 2009 VRQA had introduced a similar risk-based approach to auditing
providers when they apply to teach more courses. Unless an existing provider applies
to teach more courses, and because of the five-year cycle for re-registration, it may
take until 2015 before all existing providers are assessed and assigned an appropriate
risk rating.

Until VRQA assesses each provider, it will not have a complete risk profile of registered
providers or an indication of how many of each type of audit it needs to do each year.
In turn, VRQA cannot know the resource mix it needs to regulate the sector according
to risk.

3.4.4 Resources and fees

The board recognised in July 2007 that VRQA needed to comprehensively review the
cost of its audits, and to review its fees accordingly. This work, however, remains to be
completed.

The Act gives VRQA authority to recommend to the Minister for Skills and Workforce
Participation the fees and charges that VRQA can recoup from providers for regulating
the education sector.

The VRQA Board set up a Fees Working Group in 2007 to recommend what its fees
should be. Two of the working group’s principles are that fees must reflect the cost or
value of services, and fees from one sector must not cross-subsidise another.

Since 2007 VRQA has reviewed its fee structure for registration audits, using feedback
from industry stakeholders on what VET providers are willing to pay, and by comparing
charges imposed by its equivalent Commonwealth, state and territory agencies.
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In 2008 the VRQA Fees Working Group estimated the cost of doing audits to assess
VET providers who apply to teach more courses according to risk. The fee depends on
whether a course is related or unrelated to those a provider already teaches. For
unrelated courses VRQA may decide to visit the provider’s premises based on its own
assessment of the provider, which adds to the cost. Charges for these two types of
audits, and the site visit, reflect VRQA's estimate for the number of hours it will take to
do them.

VRQA has not calculated the time it takes to conduct initial registration, 12-month
follow-up, or re-registration audits. Nor has it calculated the time it would take to
conduct high-, medium- and low-risk audits for re-registration, notwithstanding having
introduced a risk-based approach in May 2010.

Understanding the number of hours it takes to do such audits is important, as VRQA
currently caps the cost at $1 600. There is no clear rationale for this cap, as the hours
needed to complete these audits and the cost to register or re-register VET providers is
not known.

Without a comprehensive analysis of the cost of doing audits, including the cost of
staffing and operating its VET unit, VRQA cannot demonstrate that the fees it charges
for VET accurately reflect the cost of regulating the sector, or that the level of public
funding it receives for VET regulation is appropriate. Further, VRQA cannot show
whether its VET activities are subsidising, or being subsidised, by other areas of the
organisation.

Recommendation

2. The Victorian Registration and Qualifications Authority Board should closely
oversight the Victorian Registration and Qualifications Authority’s regulatory
activities by:

e promptly assessing whether all areas of concern about how well VRQA
regulates the vocational education and training sector have been identified,
appropriately prioritised and acted on

® progressively evaluating whether actions to address shortcomings with
regulatory practices have been effective

e determining the full cost of regulating the vocational education and training
sector and review its fee structure on this basis

e regularly reviewing the efficiency and effectiveness of regulatory practices
used in registering and monitoring vocational education and training
providers.
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Appendix A.
Auvait Act 1994 section 10—

sUbmissions and comments

Introduction

In accordance with section 16(3) of the Audit Act 1994 a copy of this report was
provided to the Victorian Registration and Qualifications Authority with a request for
submissions and comments.

The submissions and comments provided are not subject to audit nor the evidentiary
standards required to reach an audit conclusion. Responsibility for the accuracy,
fairness and balance of those comments rests solely with the agency head.

A submission was also received from the Authority raising concerns with our
representation of discussions regarding the issue of a preliminary the draft report. As
the Authority’s assertion is factually incorrect, | have also included the Authority’s letter
and my response.

Contents
° Audit Act 1994 section 16 submissions and comments received.................... 24
e Auditor-General’s acquittal response to the Chair, Victorian Registration
and Qualifications AUtNOIILY ... ...c.oi it e e 38
° Further submissions received related to the audit conduct............................ 67
e Auditor-General’s response to the Chair, Victorian Registration and
QuAlifications AULNOIILY ... ie e e e e e e e 68
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Submissions and comments received

RESPONSE provided by the Chair, Victorian Registration and Qualifications
Authority
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RESPONSE provided by the Chair, Victorian Registration and Qualifications
Authority — continued
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RESPONSE provided by the Chair, Victorian Registration and Qualifications
Authority — continued

26 Victorian Registration and Qualifications Authority Victorian Auditor-General’'s Report



Appendix A. Audit Act 1994 section 16—submissions and comments

RESPONSE provided by the Chair, Victorian Registration and Qualifications
Authority — continued
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Appendix A. Audit Act 1994 section 16—submissions and comments

RESPONSE provided by the Chair, Victorian Registration and Qualifications
Authority — continued
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RESPONSE provided by the Chair, Victorian Registration and Qualifications
Authority — continued
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RESPONSE provided by the Chair, Victorian Registration and Qualifications
Authority — continued
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RESPONSE provided by the Chair, Victorian Registration and Qualifications
Authority — continued
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RESPONSE provided by the Chair, Victorian Registration and Qualifications
Authority — continued
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RESPONSE provided by the Chair, Victorian Registration and Qualifications
Authority — continued
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RESPONSE provided by the Chair, Victorian Registration and Qualifications
Authority — continued
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RESPONSE provided by the Chair, Victorian Registration and Qualifications
Authority — continued
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RESPONSE provided by the Chair, Victorian Registration and Qualifications
Authority — continued
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RESPONSE provided by the Chair, Victorian Registration and Qualifications
Authority — continued
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Auditor-General’s acquittal response to the Chair, Victorian Registration and
Qualifications Authority
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Auditor-General’s acquittal response to the Chair, Victorian Registration and
Qualifications Authority — continued
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Further submissions related to the audit conduct received from the Victorian
Registration and Qualifications Authority
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Auditor-General’s response to the Chair, Victorian Registration and
Qualifications Authority
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Auditor-General’s response to the Chair, Victorian Registration and
Qualifications Authority — continued

From: Andrew.Greaves@audit.vic.gov.au
Sent: Saturday, 21 August 2010 8:41 AM
To:

Subject: *Confidential: Confidential: VRQA audit report
Importance: High

Dear -

Thank you for meeting with us yesterday. It was good to have the opportunity to
discuss and clarify some issues ahead of next week's Audit and Risk Management
subcommittee meeting.

As requested we will not issue a preliminary draft of the report, but instead await
VRQA comments on the issues paper we provided last Tuesday, 17 August. As |
indicated we have been writing the preliminary draft in parallel with this issues paper
and they are substantially the same. As agreed, we expect comments by 12.00pm
Friday 27 August, but there may be discussion with VRQA before this. We will take the
comments on the issues paper in effect, to be comments on the preliminary draft. On
this basis, as agreed, we will issue the proposed report (the final report) to the VRQA
Chair on the following Friday, 3 September. This timing will depend to some degree on
the nature of your comments and whether we need to review any evidence not
previously made available to us. VRQA will have 10 working days to provide an official
response to the proposed report. The response will be included in the tabled report
which is scheduled for 6 October.

Regards

Andrew Greaves
Assistant Auditor-General, Performance Audit
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Auditor-General’s response to the Chair, Victorian Registration and
Qualifications Authority — continued

RE: *Confidential: Confidential: VRQA audit report
From:

To: Andrew.Greaves@audit.vic.gov.au

Date: 22/08/2010 06:28 PM

Dear Andrew,

Thanks very much for your note below and for our discussions last Friday. | did
appreciate your frankness during our meeting.

Late on Friday | met with _ and _ and went over our

discussions and your agreement to give management till next Friday (27 August) to
respond to the Issues Paper as provided to VRQA.

You should be aware | was advised that the Issues Paper was not actually provided to
the VRQA till Wednesday 18 August and this timing makes more sense as it was last
Wednesday that | called -to arrange a preliminary meeting prior to Audit & Risk
Management Committee and he advised that the paper had just been given to
management.

I was also told that VRQA management had not been asked to respond to the Issues
Paper by last Friday, in fact they were not asked to respond at all.

Further to clarify, _ has not prepared or issued a report, but

has merely reported on the status of .work with the VRQA auditors.
The above is provided for clarification.

With the ARMCtee meeting next Tuesday, it would be greatly appreciated if your team
can attend for approximately 30 minutes at 10am and present their findings. | think this
timing is before management have previously advised your team, but | do think this
matter is critical and should be addressed first up. | have also suggested to - and
- that they meet with your team on Wednesday or Thursday and go through
their specific issues and provide their appropriate evidence to them and to then
formally respond to the Issues Paper from a management and Board perspective by
Friday 27 August as agreed at our meeting.

I do not see the ARMCtee as the place to focus on specific management responses to
the Issues Paper. This should be done subsequent to the meeting.

It is really important that we keep an open channel on this performance audit as the
whole context and legislative framework in which the VRQA has operated has been
very fluid. Aligning what the VRQA has provided to your team what VAGO believes
has been received is important. | have now reviewed a register of documents the
VRQA has recorded as provided and there certainly appears considerable evidence of
governance and quality reviews. | believe this should be re looked at as part of the
discussions between management and your team on Wednesday or Thursday.

| will call you on tomorrow (Monday) to further discuss the way forward.

Kind regards
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Auditor-General’s response to the Chair, Victorian Registration and
Qualifications Authority — continued

From: Andrew Greaves/Operations/VIC-AUD-GEN/AU
To: [chair of audit committee]

If - summation of. conversation With- is accurate, from my perspective it is
disappointing that we will not be provided the opportunity to address or respond to
what the Board perceives to be factual errors. As our acquittal demonstrates we take
very seriously the need to produce an accurate report, and if there is any
misunderstanding on our behalf, we will address it.

We at all times try to act in good faith. If the response to the report is as set out below,
we will need to assess its fairness and accuracy in terms of whether any further audit
comment is warranted.

Happy to discuss.

Andrew Greaves
Assistant Auditor-General, Performance Audit
Level 24, 35 Collins Street

- Forwarded by Andrew Greaves/Operations/VIC-AUD-GEN/AU on 29/09/2010 07:57 AM -

Fom: [N

To: Andrew Greaves/Operations/VIC-AUD-GEN/AU@VIC-AUD-GEN
Date: 28/09/2010 05:06 PM
Subject: VRQA

Finally got to speak with - - explained the Board were still working on VRQA's
response and that they will consider VAGO's request to be provided with the list of
factual errors and let us know. They seem uneasy about getting our response in time
to reconsider their formal response and if we did not act on the factual error they raised
in their comments why would we change. | didn't get the impression our request would
be accommodated. -indicated VRQA's response would comprise a one page
commentary on the recommendations as a letter and then an attachment detailing the
factual errors all of which - would expect is reproduced in the report.
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Auditor-General’s reports

Reports tabled during 2010-11

Report title Date tabled
Portfolio Departments: Interim Results of the 2009-10 Audits (2010-11:1) July 2010
Taking Action on Problem Gambling (2010-11:2) July 2010
Local Government: Interim Results of the 2009-10 Audits (2010-11:3) August 2010
Water Entities: Interim Results of the 2009-10 Audits (2010-11:4) August 2010
Public Hospitals: Interim Results of the 2009-10 Audits (2010-11:5) September 2010
Business Continuity Management in Local Government (2010-11:6) September 2010
Sustainable Farm Families Program (2010-11:7) September 2010
Delivery of NURSE-ON-CALL (2010-11:8) September 2010
Management of Prison Accommodation Using Public Private Partnerships September 2010
(2010-11:9)

Soil Health Management (2010-11:10) October 2010
Sustainable Management of Victoria's Groundwater Resources (2010-11:11) October 2010
The Department of Human Services’ Role in Emergency Recovery October 2010
(2010-11:12)

Access to Ambulance Services (2010-11:13) October 2010
Management of the Freight Network (2010-11:14) October 2010
Security of ICT Management and Control Systems for Water and Trains October 2010
(2010-11:15)

Auditor-General’s Report on the Annual Financial Report of the State of Victoria, October 2010
2009-10 (2010-11:16)

Restricting Environmental Flows during Water Shortages (2010-11:17) October 2010

VAGO'’s website at <www.audit.vic.gov.au> contains a comprehensive list of all reports issued by VAGO.
The full text of the reports issued is available at the website.



VAGO

Victorian Auditor-General’s Office
Auditing in the Public Interest

Availability of reports

Copies of all reports issued by the Victorian Auditor-General's Office are available
from:

Information Victoria Bookshop
505 Little Collins Street
Melbourne Vic. 3000
AUSTRALIA

Phone: 1300 366 356 (local call cost)
Fax: +61 3 9603 9920
Email: <bookshop@diird.vic.gov.au>

Victorian Auditor-General's Office
Level 24, 35 Collins Street
Melbourne Vic. 3000
AUSTRALIA

Phone: +61 3 8601 7000

Fax: +61 3 8601 7010

Email: <comments@audit.vic.gov.au>
Website:  <www.audit.vic.gov.au>
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