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Presentation Notes
The Auditor-General provides assurance to Parliament on the accountability and performance of the Victorian Public Sector. The Auditor-General conducts financial audits and performance audits, and reports on the results of these audits to Parliament. 

On 12 June 2014, the Auditor-General tabled his performance audit report Managing Consultants and Contractors.
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I Background

« Advisory engagements are relatively small but important.
« ‘Consultancies’ not clearly defined up to June 2013.

« Covered by mandatory whole-of-government rules set by
the Victorian Government Purchasing Board (VGPB).

e Intended outcome:

‘Government and public officials must be able to
demonstrate high levels of integrity and
value-for-money outcomes.’

» Policies—better disclosure and reduced—%$185 million.
* Procurement reform gives departments more responsibility.

Increased government policy focus on these
types of engagement.



Presenter
Presentation Notes
At the centre of this audit is an examination of ‘advisory engagements’—where departments engage external organisations to help them make decisions.

These engagements are relatively small in terms of value but are critical to informing decisions about spending much larger sums. 

For example, a department may pay $100 000 for a consultant to write a business case advising it how best to spend tens or hundreds of millions of dollars on infrastructure or services.

We have used the term ‘advisory engagements’ rather than ‘consultancies’ because up to June 2013 the definition of consultancies did not clearly include all advisory engagements—instead the previous definition allowed agencies to use considerable judgement when classifying these engagements. As a result, departments only declared about $4 million in consultancy expenditures in 2011–12.

Advisory engagements are covered by the Victorian Government Purchasing Board’s (VGPB) mandatory procurement rules, although the level of detail applied to engagements of lower value is sparse.

The VGPB’s intended outcomes are the demonstration of integrity and value for money, where ‘value for money’ involves a comparison of the outcomes against the price paid.

Managing advisory engagements has been a clear area of policy focus for the government from late 2010, aiming for greater transparency about, and reduced spending on, ‘consultancies’.
Departments’ management of these engagements is also being affected by procurement reform and the transition to a more principle-based system that gives departments greater responsibility for setting and overseeing specific practices to achieve procurement outcomes.



12 June 2014 || Managing Consultants and Contractors VAGO

Victorian Auditor-General’'s Office

I The audit

« How well are the departments of Treasury and Finance
(DTF), Education and Early Childhood Development
(DEECD), Justice (DOJ) and Environment and Primary
Industries (DEPI):

e planning, procuring and managing engagements

e demonstrating value for money and process integrity?

« How well are DTF and VGPB overseeing departments?

* Is DTF effectively monitoring consultancy savings?

Examined departmental practices and oversight
and central guidance and oversight.


Presenter
Presentation Notes
The audit examined the effectiveness of departmental practices and oversight in relation to advisory engagements, together with the central guidance and oversight applied by VGPB and DTF.
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I The departments and engagements included:

Range of contract
Classification values ($)
Department Consultants Contractors Lower Upper
DEECD 4 12 16 61 000 613 000 July 2014
DEPI B 12 18 49 000 355 000 July 2014
DO L 9 14 B5000 1610000 August 2014
DTF L 10 15 12 000 650 000 June 2013

Total 20 43 63


Presenter
Presentation Notes
VAGO did this by looking at the practices of four departments and examining 63 engagements in detail.

These included both consultancies and other contracts that we identified as advisory engagements, which had not been classified as consultancies.

The value of these contracts ranged from $12 000 to $1.6 million.
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I Departments’ performance
page
* Mostly followed minimum rules but these are not

enough.

« Rather we found ‘maladministration’—absence of
structured, documented and transparent approach to:

 Planning—internal resources and risks
* Procuring—tracking trends and issues
« Managing—monitoring progress, managing risks
« Evaluating—failure to assess outcomes.
o Lack of effective oversight of these engagements.

« Recommend revamping processes improving oversight.

Unable to demonstrate integrity/value for money.


Presenter
Presentation Notes
Overall, we found that departments were unable to demonstrate the high levels of integrity and value for money.

The reason for this is the absence of a structured, documented and transparent approach to these engagements through the procurement life cycle.

While there were very few examples where departments broke the minimum rules, following the minimum rules for engagements of this scale did not prove to be sufficient to achieve the better practice outcomes.

Documentation about how departments planned, procured, managed and evaluated engagements was patchy, inconsistent and often absent. For example, departments had not documented a post-implementation review of any of the 63 engagements to confirm their success or distil and apply the lessons learnt.

We also found a lack of effective oversight of these types of engagements:
- Departments managed these on a case-by-case basis without generating and analysing overall intelligence on trends and patterns to check on their effectiveness. 
- Our recommendation is that departments use the opportunity of procurement reform to revamp and upgrade their processes and oversight.
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I Central oversight and guidance .
 DTF has not verified departments’:

e classification and disclosure of consultancies

e savings claims against the government’s targets.
 DTF did not review basis for savings targets.
 VGPB'’s records management guidance is unclear.

e Recommend that DTF address these issues and
that VGPB updates its guidance.

DTF needs a more structured and evidence-based
approach to oversight.


Presenter
Presentation Notes
Concerning central oversight and guidance, we found that:
- DTF had not verified how well departments had classified and disclosed consultancies. 
- Neither had DTF obtained information from departments to underpin the specific savings claims against the government’s specific savings targets—we provide more detail about this on the next slide.
- The government wanted progress tracked and reported against baseline spending. However, we found that DTF did not review the basis for the government’s savings targets.  

The audit also found that VGPB’s records management guidance is unclear. Neither the contracts reviewed nor VGPB’s 2013 contract templates and guidance fully address the mandatory requirements defined by the Public Records Office of Victoria. 

We have made recommendations that DTF addresses these oversight issues and that VGPB reviews and updates its guidance. 

Overall, DTF needs a more structured and evidence-based approach to oversight.
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J Government'’s savings targets

DTF review:
o set pre 2010 election and no evidence of review
e no baseline in relation to reported spend.

« $185 million target set and confirmed with no ’

e Savings achievements not adequately verified
* based on departmental assertions and interviews. -
« Recommend that DTF better verifies:

 the basis for government’s financial commitments
 evidential basis for departments’ savings claims.

Need for more rigour savings targets.


Presenter
Presentation Notes
Government set a $185 million dollar savings target over a four-and-a-half-year period.

The target was set prior to the 2010 election and we have no evidence that DTF subsequently reviewed and advised government about this target after it was locked in as government policy.

The definition of consultancy used up to July 2013 meant that reported expenditure by departments up to and including 2012–13 was small—for example, $4 million in 2011–12—and did not capture all advisory engagements.

The changing definition meant it was difficult to set a 2009–10 baseline figure.
DTF relied on departmental assertions and interviews to assure government that departments were on track to deliver consultancy savings.

VAGO recommends that in future DTF better verifies the basis for government’s financial commitments and provides greater assurance about departments’ savings claims.
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I Impact of procurement reform

e This is an opportunity for transformation.
* The early signs are promising:

 DTF has transitioned—in June 2013—and improved its
approach

« other departments are revamping their approaches.
 VGPB needs to better define how it will monitor.
 \We need to come back to see if potential is realised.

« Recommend departments address the weaknesses
iIdentified and VGPB monitors the impacts.

Procurement reform has the potential to improve
performance in managing advisory engagements.
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Presenter
Presentation Notes
Procurement reform represents an opportunity for departments to transform the way they govern and manage procurement.

Our initial review of DTF’s progress since it transitioned in June 2013 shows promising signs, with evidence of upgraded processes, intelligence gathering and analysis underpinning improved practices and oversight. 

The other departments in the audit have a similar opportunity to transform their approach to procurement and the early signs are that they intend to do this.

We are concerned at the absence of a formal process across government to evaluate the impacts of procurement reform. VGPB needs to define how it will do this and report back to government.

VAGO intends to return to this area to see whether departments follow through on this promising start.

Regarding procurement reform, we recommend that departments address the weaknesses identified in this audit, and that the VGPB monitors its impacts.
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I Recommendations

That departments:

1.

review and improve their policies and practices to adequately
demonstrate the integrity of and value for money achieved

collect and analyse the information needed to confirm that
business units are complying with mandated policies and practices,
and manage the risks to achieving value for money and
maintaining process integrity.

That the Victorian Government Purchasing Board:

2.

updates its guidance to more clearly explain departments' records
management obligations and how these should be incorporated in
contracts

defines how it will monitor, evaluate and report on the impacts of
procurement reform and the actions needed to address emerging
iIssues and reinforce beneficial outcomes.

VAGO

Victorian Auditor-General’'s Office


Presenter
Presentation Notes
This slide describes our recommendations for the four departments included in the audit and for VGPB. All agencies accepted these recommendations.
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I Recommendations — continued

That the Department of Treasury and Finance:

3.

describes in its response to this recommendation the steps it will
take to verify the accuracy of departments' classification and
reporting of consultancy expenditure

as a matter of standard practice, verifies the basis of government's
financial commitments, where these have not been informed by
prior Department of Treasury and Finance input, and advises the
government of the implications

better understands and verifies the evidential basis for
departments' assertions about the Better Financial Management
policy savings achieved

reviews users' satisfaction with the performance of the Contract
Publishing System website and upgrades the website to provide
more effective and user friendly access to the contract information
It contains.

VAGO

Victorian Auditor-General’'s Office


Presenter
Presentation Notes
This slide describes the four recommendations we have aimed specifically at DTF. DTF accepted two of the four recommendations and we have provided further audit comment on this response on page 55 of the audit report under Appendix B.
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I Relevant reports

Contracting and Tendering Practices in Selected
Agencies, June 2007

Tendering and Contracting in Local Government,
February 2010

Personal Expense Reimbursement, Travel
Expenses and Corporate Credit Cards, May 2012

Managing Telecommunications Usage and
Expenditure, September 2013

Value for Money and Effectiveness of ICT
contractors and consultants, 2014-15.


Presenter
Presentation Notes

This slide lists other VAGO reports that are relevant to contracting across government.
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I Contact details

Victorian Auditor-General I's Office

For further information on this presentation please
contact:

Victorian Auditor-General’s Office
[p] 8601 7000
[w] www.audit.vic.gov.au/about_us/contact_us.aspx


Presenter
Presentation Notes
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.
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