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VAGO
Sticky Note

On 30 October 2013, the Auditor-General tabled his performance audit report on Implementation of the Government Risk Management Framework. 
To read the full report, please go to our website at www.audit.vic.gov.au.
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I The Victorian Auditor-General’s Office

 Purpose — assurance to Parliament on the accountability
and performance of the Victorian public sector.

e Legislation — Audit Act 1994 defines powers and
responsibilities of the Auditor-General and the Victorian
Auditor-General’'s Office.

« Mandate — financial and performance audits of around 550
entities.


VAGO
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The Auditor-General provides assurance to Parliament on the accountability and performance of the Victorian Public Sector. 
 
The Audit Act 1994 defines the powers and responsibilities of the Auditor-General and the Victorian Auditor-General’s Office. Under this Act, the Auditor-General conducts and reports on both financial audits and performance audits. 
The Auditor-General’s mandate covers over 500 entities including:
government departments
hospitals 
local government
water corporations
police, 
emergency services 
universities 
and superannuation schemes
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I Background to the audit

pages
1-5

development and delivery of quality government services.

» Effective risk management is essential for the

« VAGOQO'’s 2007 audit identified the management of
Interagency and statewide risks as a significant weakness.

e The Victorian Government Risk Management Framework
(the Framework) was introduced in 2007 and updated in
2011.

 Itis timely to examine the progress made in improving how
the Victorian public sector manages risk.


vago
Sticky Note
We all understand what risk management is, even if we don’t understand the technical language often used to describe it.

Each day, every one of us encounters situations that might harm us, or obstacles that could get in the way of what we want to do.

We manage these things by planning and acting to avoid or deal with these things.

In fact, just being here is evidence of our success.

It is also noticeable that people find it easier addressing immediate risks rather than those risks where the serious consequences won’t be felt for some time.  

Think of the struggles people have in addressing lifestyle habits such as smoking, drinking or eating too much and not exercising, where it is often very difficult to connect the almost certain future consequences to meaningful, present action.

Individual public sector agencies, and government as a whole, face similar challenges in managing the risks that threaten policy goals.

Agencies effectively managing their individual and shared risks is critical if they are to deliver and sustain quality services to Victorians.

Our earlier 2007 audit identified specific gaps and weaknesses about how government managed:
risks affecting multiple agencies, which we refer to as interagency risks, and 
risks that are of statewide significance, because they are systemic, or could have impacts that are large enough to affect the whole state.

We recommended the Government introduce a Framework for managing risk and this happened in the same year that our audit was tabled.

We have come back to check on the progress made.
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B Audit objective

Examine the Framework'’s effectiveness
by assessing whether:

* |t supports good practice

» the Department of Treasury and
Finance (DTF) and the Victorian
Managed Insurance Authority (VMIA)
provide adequate support and
guidance to agencies

e agencies adequately acquit their
Framework responsibilities.
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Specifically, we examined whether the Framework had been effective by:
Checking whether it formed a comprehensive and sound base for good practice,
Seeing if DTF and VMIA had provided agencies with the support and guidance they needed, and
Testing how well a sample of six line agencies had applied the Framework 
(these included three departments and three smaller agencies and informed our conclusions and recommendations we directed towards DTF and VMIA. They are not named in the report and we used the results in aggregate to inform our conclusions)
We communicated specific findings to the line agencies through management letters.
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I Audit conclusions
 The Framework helped improve agencies’ risk
management. y

However, there is some distance to go
towards a consistently applied, proactive
and outcome driven approach.

The most important gap iIs managing
Interagency and statewide risks.

Government is not well informed
on the key vulnerabillities for the
State.

Progress to address this gap
has been slow and this needs

to Change- Source: Victorian Government Risk Management Framework.
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On a positive note, the Framework has been a useful tool in helping agencies improve their risk management:
The line agencies we looked at largely followed the Framework’s high level requirements, and had in place the essential structure of policies and documents set out in the Framework.
We could see improvements in their evolving approaches to managing risk.

However, these agencies have got some way to go if they are to use these building blocks to consistently apply a proactive and outcome-driven approach to risk.

The most critical gap is around managing interagency and statewide risks, and progress to address this longstanding and critical issue has been very slow.

This needs to change because, as a state, we are not well prepared to manage a range of significant risks, where negative and highly damaging consequences are almost certain to occur over the next two decades. 

Managing the risks around lifestyle-related chronic disease, the consequences of rapid urban population growth, and the impacts of climate change are areas where our past audits and this current review confirm that the state is not well prepared.

Failing to act is likely to narrow the state’s options for managing these risks and force a focus on responding to, rather than avoiding, the worst consequences.

Current and future Victorians will bear the full costs if this continues.
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l Findings — The current risk management framework

The Framework:

 Is soundly based on the principles of the Ma;nddate
Australian/New Zealand risk commitment

management standard: AS/NZS
31000:2009 (the AS/NZ standard)

agencies more accountable for applying

* Improved risk management and made r 1
the AS/NZ standard

* needs to be strengthened and provide
greater clarity to agencies about
minimum requirements for effective risk
management.

Monitoring and

review of the
framework

Source: AS/NZS ISO 31000 : 2009 - International Risk
Management Standard, Figure 1, pvi
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On a positive note, the Framework has been a useful tool in helping agencies improve their risk management:
The line agencies we looked at largely followed the Framework’s high level requirements, and had in place the essential structure of policies and documents set out in the Framework.
We could see improvements in their evolving approaches to managing risk.

However, these agencies have got some way to go if they are to use these building blocks to consistently apply a proactive and outcome-driven approach to risk.

The most critical gap is around managing interagency and statewide risks, and progress to address this longstanding and critical issue has been very slow.

This needs to change because, as a state, we are not well prepared to manage a range of significant risks, where negative and highly damaging consequences are almost certain to occur over the next two decades. 

Managing the risks around lifestyle-related chronic disease, the consequences of rapid urban population growth, and the impacts of climate change are areas where our past audits and this current review confirm that the state is not well prepared.

Failing to act is likely to narrow the state’s options for managing these risks and force a focus on responding to, rather than avoiding, the worst consequences.

Current and future Victorians will bear the full costs if this continues.
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I Findings — Guiding and supporting risk management

 VMIA does a reasonable job in helping agencies to
apply the Framework.

e The most important gap in VMIA's guidelines is about how
agencies manage interagency and statewide risks.

 VMIA intends to develop a learning and development
strategy to better focus its training and support.

e The information provided to government is not sufficient for
it to understand the significance of the risks faced by the
public sector.
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In terms of our findings about guidance and support:
The Framework is backed by an extensive set of VMIA guidelines. 
VMIA also provides support and training for public sector agencies and these are valuable activities.

However we raised with VMIA:
the gaps we see in the current guidelines, again around showing agencies how to effectively manage interagency and statewide risks, and
the need for a learning and development strategy to better focus its training and support work.

Currently, the government is not well informed about the sectors’ preparedness to manage interagency and statewide risks:
agency returns showing widespread compliance with the Framework hide this essential gap
the government does not have a thorough and deep understanding of the statewide risks that threaten its long-term policy goals.  
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Findings — Applying the Framework

* Agencies are largely, but not fully, following the Framework.

ages

» The most significant area for improvement is applying the ({2
Framework to interagency and statewide risks.

 VAGO found issues with annual attestation statements and
the reporting of under-deductible insurance claims.
e Further areas where agencies need to improve:

« documenting risk analysis and showing that it is
comprehensive

e Improving the assessment and management of treatments
* better embedding and communicating good risk practices

e using appropriate performance indicators to judge
performance.
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Agencies are largely, but not fully, compliant with the Framework.

The recurrent gap of managing interagency and statewide risks is again of the most significance. 

We also found issues with agencies’ use of attestation statements, which varied without saying why,  and with agencies reporting under-deductible insurance claims. These show where claims against agencies are not covered by insurance policy thresholds and help VMIA advise agencies about how to make their cover more cost-effective.

We also found room for improving practices in the areas listed on this slide because agencies:
did not properly document how they had settled on the risks within their risk registers,
did not assure us that their risk selection was driven by a full analysis of the threats to their stated objectives,
most had not tested whether their staff really understood and followed good risk management practices, and
except for two of the six, had not set up risk performance indicators.
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I Recommendations summary .

That DTF work with VMIA to

e develop, communicate and monitor a framework for v
managing interagency and statewide risks

« update the Framework to clearly articulate minimum v
requirements for effective risk management

That DTF address VAGO'’s 2007 recommendations v

That VMIA

e Update the guidelines to reflect the updated Framework v

 Develop a learning and development strategy to guide v
and focus its support and training activity.
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You can see a summary of our recommendations on this slide.

While all of these are important, the standout is the first one about addressing weaknesses in how interagency and statewide risks are managed.

The Interdepartmental Committee, formed in late September 2012, and the scheduled update of the 2014 Framework guidelines, together provide another opportunity for government to make significant progress on this.

It is critical that the Interdepartmental Committee, DTF and VMIA provide government with the information it needs to act decisively to do this.

The importance of the next two years is highlighted by the Auditor-General’s stated intention to revisit this topic in 2015-16 to check on progress. 



30 October 2013 | Implementation of the Government Risk Management Framework VAGO

Victorian Auditor-General’s Office

Related reports

Managing Risk Across the Public Sector: Toward Good
Practice (2007:12)

Promoting Better Health Through Healthy Eating and
Physical Activity (2007:10)

Planning for Water Infrastructure (2007—-08:16)

Maintaining the Integrity and Confidentiality of Personal
Information (2009-10:8)

Irrigation Efficiency Programs (2009-10:29)
Public Transport Performance (2011-12:20)
Managing Traffic Congestion (2012-13:25)

Developing Transport Infrastructure and Services for
Population Growth Areas (2013-14:2)
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VAGO has published multiple reports about the risks in Victoria. 

The 2007 report, Managing Risk Across the Public Sector: Toward Good Practice, made several recommendations that have yet to be applied by the Department of Treasury and Finance. 
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I Contact detalls

For further information please contact:

Victorian Auditor-General’s Office
[p] 8601 7000
[w] www.audit.vic.gov.au/about_us/contact_us.aspx
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All our reports are available on our website. 

If you have any questions about this or other reports, or if you have anything else you would like to discuss with us including ideas for future audit topics, please call us on 03 8601 7000 or contact us via our website.





