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Internal audit is intended to be an independent, objective assurance and consulting
activity designed to add value and improve an agency’s operations. It can be an
important part of the internal control framework and help an agency accomplish its
objectives by bringing a systematic, disciplined approach to evaluating and
improving the effectiveness of risk management, internal controls and governance
processes.

In Victorian Government departments, the internal audit function provides the head
of the department—the Secretary—and the audit committee and senior executives
with assurance that key risks to the achievement of a department’s objectives are
being appropriately addressed.

Although internal audit is part of a department, its reporting structures should be
operationally independent from line management. To achieve this, internal audit
typically has a dual reporting structure—it reports on its plans and activities to the
audit committee, and reports administratively to the Secretary of the department.
The chief audit executive (CAE) is the most senior officer responsible for the internal
audit function. An internal audit charter defines the roles and responsibilities of
internal audit.

We examined the internal audit functions of all seven portfolio departments and
assessed how well they use their resources. We evaluated the role and positioning
of the internal audit function within departments, its independence and objectivity,
the alignment of internal audit plans with departmental goals and risks, quality
assurance and resourcing, performance against stakeholder expectations, and the
communication of internal audit outcomes and insights.

Past performance audits have questioned the effectiveness of agencies’ use of
internal audit. Recurring issues relate to the adequacy of internal audit resources—
their capacity and capability—and whether the way they are used in the risk and
control environments of each agency maximises their value and impact.

Departments use internal audit resources effectively to provide a reasonable level of
assurance on the effectiveness of risk management, controls and governance
processes.

Internal audit generally performs the core aspects of its role well across all
departments. Some departments, particularly the Department of Education and
Training (DET) and the Department of Justice and Regulation (DJR), go much further
than complying with the minimum legislative requirements and adopt many aspects
of better practice.

Internal audit largely meets the current expectations of both departmental
management and the respective audit committees. However, it could add greater
value by enhancing communication and sharing insights, identifying trends and
systemic issues, and providing a more comprehensive view of department-wide
assurance activities. This would provide greater assurance on risk management,
controls and governance processes.
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Charters

Charters define the purpose of internal audit and its authority and responsibility.
Internal audit charters of all departments comply with mandatory legislative
requirements, except that three departments’ internal audit functions have not
communicated the charter to their departments.

Each department’s charter, except for that of the Department of Treasury and
Finance (DTF), reflects most of the better practice elements and provides robust
foundations for an effective internal audit function.

Chief audit executive

To achieve true organisational independence and align with better practice
guidance, internal audit should ideally report functionally to the audit committee
and administratively to the Secretary.

All departments have established dual functional and administrative reporting

lines for internal audit. Strong working relationships between all CAEs and audit
committee chairs are evident. Administrative reporting lines, however, do not reflect
better practice, with all CAEs reporting to a management delegate instead of
reporting directly to the Secretary of the department.

The current positioning of the CAE in some departments, at three to five levels from
the Secretary, diminishes the importance of the internal audit function. In two
departments, the CAEs are at manager level and are not involved in executive
forums—this is a missed opportunity for these CAEs to engage in strategic
discussions, raise risk or control issues, and to be fully informed of operational
developments, changes and emerging risks.

Direct reporting lines facilitate access. Only the DTF CAE meets regularly with the
Secretary. All departments advised that there is no restriction on CAEs meeting with
the Secretary, and meetings do occur when required, although in practice they are
infrequent. To address this issue, DET and the Department of Health and Human
Services (DHHS) recently established quarterly meetings.

The Department of Environment, Land, Water and Planning (DELWP), the
Department of Premier and Cabinet (DPC) and DTF—three departments that
outsource the internal audit function—each have an internal staff member
responsible for actively monitoring the performance of the provider, although
these positions are not formally designated as CAE roles.

The CAEs of five departments have relevant tertiary degrees, professional
accounting qualifications and internal audit experience, which is consistent with
better practice.

Managing objectivity and potential conflicts of interest

All departments actively manage the objectivity of internal audit and conflicts of
interest. They do this through an established process for audit committee review
and approval of proposed consulting work by outsourced internal audit providers.
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Using transparent processes to manage consulting work enables the audit
committee to monitor and manage any financial interest the external provider may
have in the department. The presence of a financial interest has the potential to
impair internal audit independence and objectivity.

Strategic alignment

Internal audit adds the greatest value when its activities support the department to
achieve its goals. Aligning the audit plan with the department’s goals and risks
ensures that audit efforts focus on providing assurance that the risks to the
achievement of the department’s goals are effectively controlled.

All departments conduct extensive engagement to inform the development of the
internal audit plan. All internal audit plans clearly demonstrate alighment with
departmental objectives and risks, and include assurance maps. Audit committees
approve all changes to audit plans and detailed audit scopes.

Assurance mapping visually represents assurance activities against risks. This
provides an overview of risks and highlights areas of inadequate or duplicated
coverage.

All departments conduct assurance mapping, but only the Department of Economic
Development, Jobs, Transport and Resources (DEDJTR), DJR and DPC assurance
maps provide a comprehensive view of agency-wide assurance and include
assessments of risk appetite and the adequacy of assurance coverage. The other
departments have an incomplete view of their assurance coverage, which may
affect their audit committees’ ability to assess the adequacy of coverage of
departmental risks.

Horizons

Each department, except DTF and DEDJTR, has an approved three- to four-year
rolling internal audit plan that includes the detailed annual work program
required by the Standing Directions of the Minister for Finance 2016 (the Standing
Directions). Guidance supporting the Standing Directions indicates the purpose of
the three- to four-year rolling plan is to link with the department’s business plan
period.

DTF had an annual plan and has recently developed the 2017-18 internal audit plan,
which includes a three-year strategic internal audit plan.

DEDIJTR developed a four-year rolling plan, which was discussed in a workshop with
the audit committee. However, the audit committee did not formally approve the
rolling plan, as it required changes, and approved only the annual plan. Plans must
be approved by the audit committee to demonstrate endorsement of the intended
coverage.
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Delivery against plan

All internal audit functions monitor and regularly report progress against the plan at
each audit committee meeting. Five departments delivered their 2015-16 internal
audit plans with approved exceptions.

The two departments that did not deliver their audit plan in 2015-16—DET and
DEDJTR—were affected by resourcing challenges, departmental restructuring and a
high volume of planned audits. Delivery of the DET internal audit plan was affected
by unplanned activities, including ad-hoc audits, Integrity Reform Program projects
in response to Independent Broad-based Anti-corruption Commission (IBAC)
hearings, and an increased number of audit committee meetings due to IBAC
commitments. The audit committee approved all changes and deferred audits to be
considered in the following year’s internal audit planning process.

Reporting results of audits

All internal audit reports include overall ratings and risk-rated findings. This supports
departments in prioritising efforts to address areas of greatest risk. We did not
observe any significant delays in communicating internal audit findings to the audit
committee. Timely conduct and reporting ensures internal audit findings are
relevant and have impact.

Audit committee chairs of each department brief the Secretary following each audit
committee meeting, or at regular intervals during the year, and discuss any issues
relating to internal performance, report findings or the implementation of
recommendations.

Internal audit in most departments identifies and reports the root cause of findings
in internal audit reports. This enables the department to address the reason the
issue occurred rather than just the result. DELWP, DET, DHHS, DJR and DPC identify
root causes and categorise them into themed groups for cumulative reporting to the
audit committee. This has been recently implemented at DHHS and DELWP.
Organisational themes are summarised annually and reported to the audit
committee with limited analysis in all departments except DET.

All departments have processes to monitor and report on the status of audit
recommendations to the audit committee.

Quality

All departments demonstrate a commitment to quality and continuous
improvement, and all audit charters adopt the internationally recognised
professional standards issued by the Institute of Internal Auditors (lIA)—the
International Standards for the Professional Practice of Internal Auditing (the 1A
Standards).
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However, only DHHS, DET and DEDJTR—departments with co-sourced internal audit
functions provided by a combination of internal staff and external service providers
and managed within the department—met the IIA Standards requirement of
conducting an external quality assessment at least every five years. Departments
that do not conduct external assessments are not measuring the quality of their
internal audit work against professional standards.

Internal audit perspectives

Performance reporting can support a department’s investment in internal audit and
reflects a commitment to continuous improvement. Measuring and reporting
against agreed measures demonstrates internal audit’s level of performance to the
audit committee.

All departments have developed a range of quantitative and qualitative
performance measures to evaluate the efficiency and effectiveness of their internal
audit functions. The frequency of measurement, analysis and reporting against
performance measures varies between departments.

The most common measures relate to the timeliness of the delivery of the internal
audit program and audit engagement customer satisfaction surveys. The results of
these measures are also the focus of routine reporting of internal audit performance
to audit committee meetings. These performance indicators are useful, but they do
not assess the full range of internal audit activities.

The range of measures in place to evaluate internal audit performance should
reflect the key activities of the function and be agreed with the audit committee.
Comprehensive reporting to the audit committee should occur at least annually.

DEDJTR, DET, DPC, DJR and DTF each provide an annual performance assessment to
their audit committees, as required by the Standing Directions. DET and DJR provide
their audit committees with comprehensive annual internal audit performance
reports that include analysis of results and identify trends in performance and areas
for improvement. The DET annual report of internal audit includes achievements,
opportunities for improvement, performance trends, self-assessment against the
IIA Standards, and progress against the most recent external quality assessment.
DET’s report is a good example of better practice.

Departmental perspectives

DET also demonstrates better practice in reporting on the departmental internal
control environment. DET’s internal audit provides an annual report that
summarises themes and trends from its work, management engagement,
departmental surveys and feedback from other integrity agencies. The report
highlights departmental achievements and areas of concern. It discusses systemic
themes, indicates the trend for each area and evaluates the impacts on the audit
plan. This enables the audit committee and management to address agency-wide
issues that may have broader organisational benefits.
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Our recommendations are directed to specific departments. Figure A provides an
overview of relevant recommendations, by department.

Figure A
Overview of recommendations, by department

Relevant

Department recommendations

Department of Economic Development, Jobs, 2,4,9,10
Transport and Resources (DEDJTR)

Department of Environment, Land, Water and 2,3,4,56,8,9,10
Planning (DELWP)

Department of Education and Training (DET) 2,8
Department of Health and Human Services (DHHS) 1,2,5,8,9, 10
Department of Justice and Regulation (DJR) 2,4,5,6,10
Department of Premier and Cabinet (DPC) 1,2,3,4,5,6,9,10
Department of Treasury and Finance (DTF) 2,3,5,6,7,8,9, 10

Source: VAGO.

We recommend that:

1. DHHS and DPC review the position of the chief audit executive (CAE) and ensure
the CAE:
e s positioned at an appropriate level in the department to participate in
executive forums and engage in strategic conversations (see Section 2.2)

e reports administratively to the Secretary or a senior executive delegate who
is not the chief financial officer and has no actual or perceived conflict, but
does have sufficient authority to promote independence and ensure that
internal audit communications and recommendations are adequately
considered and acted on (see Section 2.2)

2. all departments review existing internal audit performance indicators to ensure
they reflect a balanced scorecard approach and agree on a set of indicators,
measures and reporting frequency with the audit committee (see Section 3.2)

3. DELWP, DPC and DTF clearly define the role and responsibilities of the CAE in the
nominated officer’s position description (see Section 2.2)

4. DEDIJTR, DELWP, DJR and DPC schedule regular meetings, at least quarterly,
between the CAE and the Secretary to provide the opportunity to discuss
strategic objectives and emerging risks (see Section 2.2)

5. DELWP, DHHS, DJR, DPC and DTF complete a self-assessment of compliance with
the International Standards for the Professional Practice of Internal Auditing (the
IIA Standards), consistent with the adoption of the IIA Standards in their internal
audit charters, and report the results and action plans to address gaps to the
audit committee, and conduct future assessments annually (see Section 2.3).
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We recommend that:

6. DELWP, DJR, DPC and DTF conduct an external quality assurance review of
internal audit, consistent with the adoption of the IIA Standards in their internal
audit charters, report the results to the audit committee and conduct future
assessments at least every five years (see Section 2.3)

7. DTF develop a three- to four-year rolling strategic internal audit plan, consistent
with the requirements of the Standing Directions of the Minister for Finance
2016 (the Standing Directions), and have the plan approved by the audit
committee (see Section 2.5)

8. DELWP, DET, DHHS and DTF improve assurance mapping to include all sources of
assurance and an assessment of the adequacy of risk coverage to provide the
audit committee with a comprehensive view of the level of assurance (see
Section 2.5)

9. DEDIJTR, DELWP, DHHS, DPC and DTF provide an annual report on internal audit
performance to the audit committee detailing internal audit activity,
achievements, and opportunities for improvement and performance against
agreed measures, as required by the Standing Directions (see Section 3.2)

10. DEDJTR, DELWP, DHHS, DJR, DPC and DTF provide an annual report on internal
controls to the audit committee that provides an overall assessment of the
internal control environment, to satisfy Standing Directions requirements, and
identifies organisational themes and trends (see Section 3.3).

We have consulted with DEDJTR, DELWP, DET, DHHS, DJR, DPC and DTF, and we
considered their views when reaching our audit conclusions. As required by section
16(3) of the Audit Act 1994, we gave a draft copy of this report to those agencies
and asked for their submissions and comments.

The following is a summary of those responses. The full responses are included in
Appendix A.

DEDIJTR, DET, DELWP, DHHS and DJR accept our recommendations and have
developed action plans to address them.

DPC accepts most of our recommendations. DPC will seek advice from its external
internal audit service provider regarding the need for self-assessment and external
quality assessments against the IIA Standards. In regard to scheduling regular
meetings between the CAE and the Secretary, DPC considers that the current
reporting arrangements are effective.

DTF accepts most of our recommendations and has developed an action plan to
address them. DTF does not support two recommendations relating to the conduct
of self-assessment and external quality assessment against the IIA Standards. DTF
advised that application of the IIA Standards is supplementary to the mandatory
requirements of the Standing Directions and that the Financial Management

Act 1994 only permits the mandating of Australian Accounting Standards. DTF does
not consider conducting a self-assessment or external assessment against the
standards a necessary part of internal audit practice.
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Internal audit is a key pillar of good governance. It provides the audit committee, the
Secretary of a department, senior executives and stakeholders with an independent
view on whether the department has an appropriate risk and control environment. It
also helps promote a strong risk management and compliance culture within a
department.

According to the lIA, internal audit helps a department accomplish its objectives by
bringing a systematic, disciplined approach to evaluating and improving the
effectiveness of risk management, internal controls and governance processes.

An internal audit function can be delivered in various ways:
e in-house—provided by internal departmental staff

e co-sourced—provided by a combination of internal staff and an external service
provider or providers, and managed within the department

e outsourced—provided by an external service provider contracted to deliver a range
of internal audit services.

Internal audit is an important part of a department’s internal control framework. It
provides an independent and objective assessment of the efficiency and effectiveness
of controls, and makes recommendations for their improvement.

Internal audit provides the audit committee and departmental Secretary with
assurance that key risks to the achievement of the department’s objectives are
addressed.

To foster independence, the internal audit function should report on its plans and
activities to the audit committee, while being administratively accountable to the
Secretary. The internal audit charter provides the framework for the conduct of the
internal audit function.

The CAE is the most senior officer responsible for the internal audit function,
consistent with the internal audit charter and professional standards.

Victorian Auditor-General’s Report Internal Audit Performance



1.2 Legislation,
standards and
better practice

The assurance environment

Agencies use a range of activities to provide assurance that they are effectively
governed.

Figure 1A shows the three lines of defence model, a better practice model of an
assurance environment. This approach involves integrating and aligning assurance
processes from multiple sources.

Figure 1A
Three lines of defence model

Board / audit committee

3rd line
of defence

2nd line
of defence

1stline
of defence

Risk management

Operational

management Compliance

External
Internal audit e . @
audit

Internal controls

Others

Source: VAGO, based on IIA Australia.

In this model:
e the first line of defence manages the risks and establishes mechanisms to
demonstrate that controls are working effectively

o the second line of defence monitors, reviews and tests the effectiveness of first-line
control and management of risks

e the third line of defence independently evaluates and gives an opinion on the
adequacy and effectiveness of both first-line and second-line risk management
approaches.

Appendix B outlines legislation, guidance and better practice for internal audit and
cross-references information to sections of this report.

Legislation and guidance

Internal audit in Victorian public sector agencies is governed by legislation and
supporting guidelines. The Financial Management Act 1994 (the Act) sets the financial
management accountability, reporting and financial administration obligations of the
Victorian public sector.
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The obligations in the Act are supported by the Standing Directions. The Standing
Directions specify standards for governance, including oversight and assurance
responsibilities for audit committees and internal audit. DTF provides non-mandatory
guidance to help departments follow the Standing Directions.

Internal auditors should apply professional standards to ensure quality and consistency
in their work. The Standing Directions require internal audit to apply relevant
professional standards for internal audit activities. The most widely recognised
professional standards are contained in the lIA’s International Professional Practices
Framework (IPPF), which consists of core principles, a code of ethics, the definition of
internal audit and the IIA Standards. Standing Directions guidance refers to the IIA
Standards for better practice. Internal auditors who are members of the IIA must
comply with the IIA Standards and code of ethics.

The 1A issues practice guides on various topics to help internal auditors. The Australian
National Audit Office (ANAQ) Public Sector Internal Audit Better Practice Guide is a
reference document for chief executives, boards, members of audit committees,
managers with responsibility for internal audit activities, and internal audit staff.

Figure 1B shows the mandatory, recommended and better practice internal audit

standards and guidelines that apply to the Victorian public sector.

Figure 1B
Internal audit standards and guidelines

W ERGE {]3Y Better practice

Standing Directions of Standing Directions Internal Audit in

the Minister for guidance Australia (2016), IIA

Finance 2016 under the

Financial Management International Standards IPPF — Practice Guide:

Act 1994 for the Professional Measuring Internal
Practice of Internal Audit Effectiveness and
Auditing, II1A Efficiency (2010), 1A

Public Sector Internal
Audit Better Practice
Guide (2012), ANAO

Source: VAGO.
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Standing Direction 3.2.2 states that public sector agencies must establish and maintain,
and may dismiss, the internal audit function. Internal audit may be sourced internally
or externally. Agencies must ensure the internal audit function:

e isindependent of management

e has suitably experienced and qualified internal auditors

e has access to the Secretary, the audit committee and chief financial officer (CFO),
and has sufficient information to enable it to perform its function

e issubject to a protocol to manage conflicts of interest for internal auditors.

The Standing Directions also set out the responsibilities of the internal audit function,

which are to:

e prepare and maintain an internal audit charter, for approval by the audit
committee, which is clearly understandable and made available to all agency
management and staff

e each year, prepare, maintain and implement a strategic internal audit plan based on
the governance, risks and controls of the agency, with a rolling period of three or
four years

e each year, prepare, maintain and implement an audit work program, based on the
governance, risks and controls of the agency, that sets out the key areas of internal
audit work for the year

e inits strategic audit plan and audit work program, include audits of business
processes or units likely to be vulnerable to fraud, corruption and other losses

e each year, provide to the audit committee an independent and objective
assessment of the effectiveness and efficiency of the agency’s financial and internal
control systems, reporting processes and activities in accordance with its work
program

e assist the Secretary to identify deficiencies in financial risk management

e develop and implement systems to ensure the internal audit function operates
effectively and efficiently and is appropriate for the agency’s needs

e apply relevant professional standards relating to internal audit

e report to the audit committee on the effectiveness of the internal audit function.

All departments have established an internal audit function, as required by the
Standing Directions. The seven Victorian departments vary in size, operations and
complexity and use different internal audit delivery models. Three are co-sourced—
DEDJTR, DET and DHHS—and the remainder are outsourced.
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Under the Standing Directions, agencies must establish an audit committee. Audit
committees play a key accountability role in the governance framework of Victorian
public sector agencies. While the department retains ultimate accountability for
operations, the audit committee enhances governance practices by independently
reviewing and assessing the effectiveness of key aspects of an agency’s operations,
including:

e risk management

o financial statements

e internal controls

e compliance requirements

e internal audit

e implementation of management actions in response to internal and external audit
recommendations.

The audit committee’s responsibilities for internal audit are to:

e review and approve the internal audit charter, the strategic internal audit plan and
the annual audit work program

e review the effectiveness and efficiency of the internal audit function

e advise the agency on the appointment and performance of internal auditors

e meet privately with internal auditors if necessary.

Our 2016 report Audit Committee Governance provides further information on the role
and performance of audit committees.

Internal audit is a cornerstone of good governance and can play an important role in an
agency’s financial and non-financial management and accountability, and in continuous
improvement. In the public sector, internal audit is a critical element in the assurance
environment and is a valuable tool for managing risk more effectively.

IBAC’s examination of specific activities at DET—Operation Ord—highlighted the
importance of the role of internal audit in providing risk assurance. An internal audit
report had alerted the department to the high risk of fraud associated with the
coordinator school program.

We conducted our audit in accordance with section 15 of the Audit Act 1994 and the
Australian Auditing and Assurance Standards. The cost of this audit was $560 000.

Our objective was to establish how well departments are using their internal audit
resources and to assess whether:

e internal audit is sufficiently independent and objective to provide effective
assurance

e the internal audit plans are aligned with the departments’ organisational goals and
risks

e internal audit is delivering high-quality services

e internal audit is performing to stakeholder expectations and adding value.

Victorian Auditor-General’s Report Internal Audit Performance



We looked at all Victorian portfolio departments—DEDJTR, DELWP, DET, DHHS, DJR,
DPC and DTF.

We examined the systems and processes that departments use to plan, conduct and
evaluate internal audit activities.

We looked at a sample of internal audit working paper files to assess their
completeness and whether they provide enough evidence of the planning, execution
and reporting of internal audit activities and appropriate quality controls.

We also analysed quantitative data on key internal audit operational metrics. The key
metrics on internal audit staffing we looked at included staff and cost ratios, strategies
for sourcing staff, and their competencies, capabilities, and skills coverage. We also
looked at departments’ acceptance of internal audit recommendations and the
timeliness of implementing them. We used better practice guidance and benchmarking
data from both the public and private sectors to inform our assessments.

The remainder of this report is structured as follows:

e Part 2 examines the role, position and influence of the CAE, assesses the resourcing
and quality of internal audit services in the seven portfolio departments in the
Victorian public sector, evaluates internal audit charters, and assesses the
alignment of internal audit plans with departmental objectives and risks

e Part 3 examines how internal audit measures performance and communicates
insights.
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For the internal audit function to be effective, it must be able to carry out its
responsibilities independently and objectively, without interference. Operational
independence ensures that internal audit operates free from conflicts of interest, bias
and management influence.

In this part of the report, we discuss the role, position and influence of the CAE, and
the resourcing and quality assurance of the internal audit function in the seven
portfolio departments in the Victorian public sector. We also evaluate internal audit
charters and the alignment of internal audit plans with the departments’ objectives
and risks.

The internal audit functions in the seven portfolio departments are sufficiently
independent from management to perform effectively. The departments have
established organisational independence for internal audit by establishing dual
reporting lines, with functional reporting to the audit committee and administrative
reporting to a management representative.

The positioning of the CAE within some departments is three to five levels from the
Secretary, which serves to diminish the importance of the internal audit function and
the key role of the CAE. It also limits the CAE’s ability to fully engage with the executive,
have appropriate influence, raise risk or control issues, and be fully informed of
operational developments, changes and emerging risks.

All internal audit plans are risk based and align with departmental objectives. Internal
audit plans should include assurance maps that show the extent of coverage of
departmental risks by all assurance providers. Some departments need to improve
their assurance maps so they provide a complete view of the coverage of
organisational risks and enable the audit committee to assess how well departmental
risks are covered.
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Overall, internal audit uses its resources effectively, but could provide further value by
focusing on better practice, continuous improvement and compliance with professional
standards. This would enable departments to demonstrate a commitment to quality
assurance and continuous improvement. It would also improve internal audit
communication and increase the confidence of the audit committee and management
in the standard of assurance that the internal audit function provides.

The CAE is the most senior officer responsible for the internal audit function,
consistent with the internal audit charter and professional standards. The CAE should
have a strong understanding of internal audit to be able to effectively manage the
function.

All departments should have a CAE, even if the internal audit function is outsourced.
Although CAEs of departments with outsourced internal audit functions partly perform
a contract management role, they still have key responsibilities as the CAE. These
include ensuring internal audit’s performance is consistent with its charter
requirements, and that it applies professional standards, effectively uses resources to
deliver the internal audit plan, adds value and contributes to improving the
department’s performance.

Managing and overseeing internal audit includes assessing the service provider’s
competence, independence, objectivity and performance. CAEs who manage the
contract of an external provider need a strong understanding of internal audit
principles and techniques to perform this role effectively.

Four departments clearly define the role and responsibilities of the CAE in the position
description for the role—DEDIJTR, DET, DHHS and DJR.

Three of the departments with outsourced audit functions—DELWP, DPC and DTF—
have an officer responsible for internal audit who monitors the performance of the
provider, although they do not formally nominate these roles as the CAE in their
position descriptions or clearly articulate their responsibilities.

Qualifications of the CAE and internal audit team

There are no mandated qualifications for internal auditors. Guidance that supports the
Standing Directions recommends that CAEs have relevant tertiary qualifications and
suggests that professional designation, such as membership of the IIA, is helpful to
support professional knowledge and continuing education. ‘Relevant tertiary
qualification’ is not defined. Traditionally a relevant qualification for internal audit was
an accounting background, although this has broadened to include other disciplines
such as information technology, law and engineering.
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The IIA Standards require the CAE and others reporting to the CAE to have appropriate
professional certifications and qualifications. In Global Public Sector Insight: Policy
Setting for Public Sector Auditing in the Absence of Government Legislation, the 11A
recommends that the minimum qualifications for the CAE should include a
combination of years of auditing, leadership experience, audit-specific certifications
and relevant tertiary qualifications. Internal audit-specific qualifications are globally
recognised professional certifications issued by the IIA and include professional
membership of the IIA. The most common certification is Certified Internal Auditor.

CAEs of all departments meet leadership requirements and have tertiary qualifications,
although only some have membership or certifications of professional accounting or
internal audit bodies or have internal audit-specific qualifications.

All co-sourced internal audit departments have personnel with a suitable mix of
qualifications and experience to provide high-quality internal services. All DHHS
internal audit staff are professional members of the IIA or Information Systems Audit
and Control Association—the global association for information systems professionals.
All DEDJTR and DET internal audit staff have tertiary qualifications, and most have
professional accounting qualifications and are associate or professional members of
the IIA. All senior staff members of external providers have tertiary qualifications,
professional accounting qualifications, or internal audit qualifications and experience.

All CAEs report functionally to the audit committee and none has a direct
administrative reporting line to the Secretary.

All CAEs have strong working relationships with audit committee chairs and meet with
them regularly. Internal auditors at DET, DHHS, DPC and DTF meet with the audit
committee chairs before each audit committee meeting to discuss internal audit
matters.

All audit committees should meet with the internal auditors, in the absence of
management, at least once every 12 months. The absence of management ensures
frank discussions without management influence. A meeting between the audit
committee and internal auditors, without management present, is formally scheduled
on the annual audit committee work plan of all departments except DELWP and DJR.
DJR has addressed this in its 2017-18 audit committee work program, which was
approved on 30 June 2017.

In practice, these meetings have occurred in all departments in the past 12 months,
except at DELWP and DHHS. In these two departments, internal audit or the audit
committee can request a meeting if they deem it necessary, but neither party did so in
the past year.

All CAEs report administratively to a senior management representative. Better
practice recommends that this senior executive should have no actual or perceived
conflict. The senior executive should also have sufficient authority to promote
independence and to ensure broad audit coverage and adequate consideration and
action on internal audit communications and recommendations.
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The role of the CAE is positioned at various levels in the seven departments. Figure 2A
shows the administrative reporting line of the CAE position in each department.

Figure 2A
Organisational position of the CAE
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Note: Restructuring within DHHS, effective July 2017, added a Deputy Secretary to the reporting line.
Source: VAGO.

The CAEs at DHHS and DPC are not involved in executive forums, which is a missed
opportunity for them to engage in strategic discussions and increase their awareness
and understanding of departmental issues, risks and objectives. The CAE role at DHHS
is relatively junior, given the complexity and breadth of the internal audit activity and
operations. The CAE at DPC is at manager level and reports to the CFO, which creates
an actual or potential conflict of interest as the CFO is responsible for many areas of
the department that are subject to audit.

Deputy Secretaries in the administrative reporting line of internal audit are members of
the audit committee in four departments (DET, DHHS, DJR and DTF). This creates a risk
that internal audit independence could be compromised. DPC is the only department
with a fully independent audit committee. The Standing Directions require audit
committees to have a majority of independent members and an independent chair, but
allow management membership, except for the Secretary and CFO. DJR’s audit
committee charter states that internal members of the audit committee cannot vote
on issues related to their functional area of responsibility due to a conflict of interest.
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We interviewed all CAEs and audit committee chairs, and did not identify any specific
issues that would suggest interference with the independence of internal audit due to
management presence on the audit committee. Audit committee chairs generally see
the presence of management staff as a great benefit, due to the knowledge of the
business they bring to discussions. This could also be achieved by audit committees
issuing a standing invitation to relevant management representatives to attend audit
committee meetings.

To be effective, internal audit must engage in executive forums and be aware of
strategic issues and emerging risks. Where reporting lines or operational arrangements
do not require internal audit to be regularly involved in executive-level discussions,
there is a greater need for internal audit to have direct access to the Secretary. Without
regular access, it may be difficult for the CAE and the Secretary to establish a strong
relationship, and the CAE will have limited opportunities to share organisational
insights, communicate concerns, and increase awareness of strategic issues and
emerging risks.

Only the DTF CAE advised that regular independent meetings are scheduled with the
Secretary. We interviewed the CAEs of each department and a selection of internal
audit stakeholders, including the audit committee chairs, some Secretaries, Deputy
Secretaries and executive directors, about the effectiveness of the positioning and
degree of access of the CAE to the Secretary. All departments’ internal audit charters,
with the exception of DTF, state that the CAE has direct access to the Secretary. DTF
advised that there is no restriction on the CAE meeting with the Secretary and
meetings occur when required. DET and DHHS have recently scheduled quarterly
meetings between the CAE and the Secretary to address this issue. This is a positive
initiative.

In all departments, the audit committee chair meets with the Secretary following each
audit committee meeting or at regular intervals during the year. The CAE at DHHS
attends the beginning of the audit committee chair’s post-committee meeting with the
Secretary.

All internal audit staff members have access to records, systems and other personnel to
enable them to fulfil their responsibilities. We interviewed in-house and outsourced
internal audit teams to confirm that they had free and unrestricted access to records,
systems and personnel.

Objectivity allows internal audit to evaluate issues based on evidence without personal
influence. Objectivity may be impaired if an auditor has had operational responsibility
for areas subject to audit or has personal or financial relationships with individuals
under review.
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All departments actively manage internal audit objectivity and conflicts of interest. DET
has established an annual declaration process for members of the internal audit team
to declare their independence, conflicts of interest, objectivity, and compliance with
the code of ethics and training obligations.

Operational responsibilities

None of the in-house internal audit staff has a current operational role or has had one
in the past. However, the CAE at DEDJITR—which has a co-sourced internal audit
function—has operational responsibility for risk management and integrity. DEDJTR
revised its charter in June 2017 to include particular protocols for audits of risk and
integrity to minimise potential impairment to objectivity.

In all departments with fully outsourced functions, processes are in place to ensure
internal audit does not involve departmental staff with operational responsibilities for
the area audited.

Consulting work by internal audit providers

Internal audit activity includes assurance and consulting services. Internal audit
consulting activity involves providing advice or review of systems and processes, and
does not include policy or program implementation or design.

Internal audit service providers may deliver other professional services to the
department, including design and development of systems and processes, and tax or
strategic advice. This may create a financial interest, which has the potential to impair
objectivity and affect internal audit service providers’ ability to conduct internal audit
work in areas where they have provided other consulting services.

All departments have processes to review and approve proposed consulting work of
outsourced internal audit providers to identify and manage any potential conflicts of
interest. Audit committee chairs are also involved in this process. However, the
formality and timing of this process varies across departments. In some cases, this
process occurs before a consultant bids for work, whereas in other departments it is
discussed with the audit committee chair only when a bid has been successful. In DPC,
the approval of consulting work is not formally documented.

Audit committees closely monitor the level of consulting work allocated to outsourced
internal audit providers. Payments to outsourced providers for consulting services
exceeded internal audit fees in DEDJTR, DELWP, DHHS, DJR and DPC in 2015-16, and
this poses a challenge for managing perceived conflicts of interest and financial
independence.

Our consultation with all audit committee chairs indicates that this issue is being
actively managed. DEDJTR advised us that the high level of consulting fees is a legacy of
machinery-of-government changes that took effect in January 2015. One of the two
departments that combined to form DEDJTR had used the other department’s internal
audit provider for consulting services. Existing internal audit contracts remained in
place until the new internal audit contract for DEDJTR commenced on 1 July 2016.

Figure 2B shows consulting services fees paid to internal audit service providers as a
percentage of total internal audit fees for the years 2015-16 and 2016-17 (until
February 2017).
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Figure 2B
Consulting services as a percentage of internal audit fees
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Note: DELWP expenditure includes a multi-year contract for consulting services that was signed before the internal audit services
contract.

Source: VAGO, based on departmental data.

DELWP, DHHS and DJR have increased the transparency and reporting of consulting
activity by including a summary of consulting work performed in the internal audit
status report to the audit committee. DJR includes a list of the external provider’s
consulting work as part of the internal audit planning processes.

Management of potential conflicts of interest

Departments manage potential conflicts by having non-exclusive contractual
arrangements with their internal audit provider. This allows them to engage other
auditors if the external provider has previously been engaged in consulting work
related to the particular audit area.

DELWP can access providers from an assurance panel, and the other departments can
use the whole-of-government consulting panel. DELWP has redirected work to other
assurance providers to manage possible conflicts in the current year. The DJR audit
committee has expressed concern about the volume of consulting work its provider
performs, and has requested a review of audits to consider a future transfer to another
provider.

DET has a conflict of interest procedure to manage real or perceived conflicts of
interest for in-house internal audit staff. DET in-house staff members each provide an
annual audit declaration, which includes a conflict of interest declaration. The CAE
assesses these declarations and takes any necessary action.

DEDJTR and DHHS have no conflict of interest procedures to manage conflicts of
in-house internal audit staff.

Figure 2C shows the results of our assessment of each department’s overall
performance for the role of the CAE.
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Figure 2C
CAE role and managing conflicts of interest
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Source: VAGO.

Internal audit costs

Internal audit cost as a percentage of the total operating expenditure is one measure
of the adequacy of internal audit resourcing. The average internal audit cost as a
percentage of the total controlled operating expenditure for the seven Victorian
departments was 0.024 per cent in 2015-16.

We looked at internal audit cost and total operating expenditure for 2015-16 for all
departments. The internal audit cost includes outsourced providers’ fees and in-house
costs for audit work, contract management and follow-up of audit recommendations,
and excludes audit committee secretariat work that internal auditors performed.

The optimal value for internal audit cost as a percentage of total operating expenditure
varies depending on the size and nature of an agency.

The Queensland Audit Office’s Results of Audits: Internal Control Systems 2013—-14
reported the average internal audit budget for the Queensland Government as a
percentage of total operating expenditure for 2012—-13 as 0.128 per cent. The New
South Wales Department of Premier and Cabinet’s Internal Audit Capacity in the NSW
Public Sector noted the average New South Wales Government internal audit budget
for 2007—08 was 0.1 per cent. New South Wales and Queensland have a large number
of small departments. Most Victorian departments are large and have achieved
economies of scale that are not available for the smaller departments in New South
Wales and Queensland, so their figures are not directly comparable with the lower
Victorian average.

The diverse nature of business and the complexity of department operations affect the
level of resources required to provide adequate assurance over risks, and this may not
be reflected in the operating expenditure of the department. Internal audit cost as a
percentage of the total operating expenditure is just one of a number of indicators that
can be used to assess the adequacy of departments’ internal audit budgets.
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Figure 2D
Internal audit cost as a percentage of the benchmark, 2015-16

Benchmarking

We developed a model to benchmark the adequacy of internal audit resourcing based
on the premise that departments with higher total expenditure should have a lower
benchmark to account for the economies of scale available to larger agencies.
Regardless of the size of the agency, establishment costs for the internal audit function
include the costs of developing and reviewing an internal audit charter, preparing the
internal audit plan, reporting to the audit committee and tracking audit
recommendations. Smaller agencies have to meet these costs without the benefits of
reductions through economies of scale.

We developed the benchmark based on the most recent available Australian public
sector data. In 2013-14, the Queensland Audit Office benchmarked departments’
internal audit costs based on the results of the Global Audit Information Network
(GAIN) benchmarking performed on Queensland Government departments. GAIN
benchmarking is a tool the IIA uses to compare internal audit departments on different
metrics such as departmental costs and staffing, organisational statistics and
performance measures. Queensland benchmarking results are included in the report
Results of Audits: Internal Control Systems 2013—14.

Our benchmark starts at 0.74 per cent for small departments and reduces to
0.02 per cent for larger departments, with a slowing rate of decrease as the total
expenditure increases.

Figure 2D shows the internal audit costs as a percentage of the benchmark for the year
2015-16. Five departments lie within the range of 50—150 per cent of the benchmark.
DJR and DPC are below 50 per cent of the benchmark. DJR’s current internal audit
services contract is in its fifth year and has recently been re-tendered. Current costs
may not reflect the future cost of internal audit services.
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Figure 2E

Trends in internal audit costs
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Internal audit expenditure has been relatively consistent in 2014—15 and 2015-16 and
compared with the current year’s budget. We considered actual costs incurred for
2014-15 and 2015-16, and we used the budgeted cost for 2016—17 because the
full-year actual expense data was not available at the time of the audit.

Some departments have provided extra funding to internal audit to address new and
emerging risks, and to conduct additional unplanned audits. DPC had extra funding
approved for audits relating to family violence when the government allocated
significant new funding to this area in 2016-17. DET’s internal audit costs include
coverage of Victorian government schools and statutory authorities and the work
undertaken to support the IBAC public hearings and subsequent Integrity Reform
Program activities within the department.

Figure 2E shows the change in internal audit costs for the years 2014-15 to 2015-16
and from 2015-16 to 2016-17. The overall change from 2014-15 to 2015-16 is a
decrease of 9 per cent, and for 2015-16 to 2016-17 it is an increase of 20 per cent.
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have been difficult to determine, due to the nature of the restructure and available financial data.

Source: VAGO, based on departmental data.
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Adoption of the IIA Standards

Internal auditors should apply professional standards to ensure quality and consistency
in their work. The Standing Directions state the ‘internal audit function must apply
relevant professional standards relating to internal audit’.

All departments’ internal audit charters, except DELWP and DHHS, state that they
follow the IIA Standards, which are the only applicable standards relevant to internal
audit in Australia. The DELWP and DHHS charters state that they will apply relevant
professional standards, and the CAEs of these departments confirmed this means the
[IA Standards.

All departments, including those with outsourced internal audit functions, should be
following the IIA Standards.

Internal and external quality assessments

All departments demonstrate a commitment to quality assurance and continuous
improvement. While all departments practise elements of quality assurance, only DET
has a documented quality assurance and improvement program in place.

All departments demonstrate aspects of ongoing internal assessment of internal audit.
Only departments with co-sourced internal audit functions—DEDJTR, DET and DHHS—
have conducted an external quality assessment within the past five years and reported
the results to the audit committee.

Departments with outsourced internal audit functions have not conducted an external
quality assessment. An external quality assessment can help build stakeholder
confidence in the internal audit function as it demonstrates a commitment to quality
assurance, continuous improvement and a professional approach to internal audit.

An external assessment provides an independent objective evaluation of the internal
audit function’s compliance with the IIA mandatory requirements (the IIA Standards
and code of ethics), the legislation and the internal audit charter. It also includes
expectations of management and the audit committee, a review of audit techniques
and staff capability, and an assessment of internal audit’s ability to add value and
improve operations.

An audit opinion of ‘generally conforms’ means that the internal audit function’s
activities are conducted in accordance with the IIA Standards. An external quality
assessment must be performed at least once every five years for all internal audit
functions, regardless of the type of service delivery. An external self-assessment can
take the form of a full external assessment or a self-assessment with external
independent validation. Appendix F includes the template for self-assessment against
the IIA Standards.

DET demonstrates better practice in quality assurance and continuous improvement.
DET is the only department to conduct an annual self-assessment against the

IIA Standards and provide an annual report to the audit committee on internal audit
achievements and performance. Its internal audit has an extensive quality assurance
program.
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DEDJTR began its current internal audit service delivery model in July 2016, and has
planned internal audit quality assurance activities for the end of the 2016-17 financial
year. DEDJTR will not conduct a self-assessment this year, as an external assessment is

underway.

Figure 2F shows the elements of quality assurance in place in the seven departments.

Figure 2F
Quality assurance assessments
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(a) Although formal performance evaluations are not in place for each engagement, all departments provide feedback to auditors on

performance as part of the draft report finalisation process and through contract management meetings.

(b) The DEDJTR internal audit charter was first approved in September 2015. The audit committee revised and approved it in June 2017.

(c) DEDJTR will not conduct a self-assessment this year, as an external assessment is underway.

(d) DEDJTR intends to issue the 2016—17 survey shortly and report the results to its October 2017 audit committee meeting.

(e) DEDJTR’s internal audit charter was updated in June 2017 to include the requirement for in-house staff and external providers to complete

conflict of interest declarations. In-house staff declarations were scheduled to be completed in July 2017. Scope documents for
outsourced audits now incorporate a conflict of interest statement.

(f) In the past 12 months, DEDJTR has been subject to three external evaluations that included a review of working papers. DEDJTR has

advised that in future it will undertake reviews of internal audit files either as part of ongoing quality assessment or annually as part of
the performance assessment of the service provider.

Source: VAGO, based on departmental data and IIA Standard 1311-1 and Implementation Guide Standard 1312 External Assessments.

Internal Audit Performance

Victorian Auditor-General’s Report



Figure 2G shows the results of our assessment of departmental performance for
internal audit resourcing and quality.

Figure 2G
Internal audit resourcing and quality in portfolio departments
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Source: VAGO.

The internal audit charter defines the purpose, roles, responsibilities, authority and
accountability of the internal audit function.

Standing Directions compliance

All departments except DTF fulfil the mandatory requirements of the Standing
Directions by having an internal audit charter approved by the audit committee.

DTF’s charter was undated and had been reviewed by the audit committee chair,
although there was no evidence that the charter had been submitted to the audit
committee for approval in the past three years. DTF’s audit committee reviewed and
approved the internal audit charter in April 2017.

At the time of our audit, the internal audit charters of three departments did not
include the following elements of Standing Directions guidance:

e annual review of the charter by the audit committee (DEDJTR and DPC)

e review of the independence and objectivity of the internal audit function (DEDJTR)
e details of outsourcing and co-sourcing arrangements (DTF).

The DEDJTR audit committee approved a revised internal audit charter in June 2017,

which includes requirements for annual review of the charter and addresses internal
audit independence and objectivity.

DPC reviews its charter annually, even though annual revision is not specified in the
charter.
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Better practice

Six of the seven departments’ charters include the majority (between 10 and 15) of the
17 better practice elements we assessed. Of the seven departments, the DHHS charter
is the best aligned with better practice guidance.

DTF’s charter includes six better practice elements. DTF has not reviewed its charter on

an annual basis as required by its charter. Our detailed assessment of the departments
internal audit charters is included in Appendix C.

Communicating the role of internal audit

The DET, DHHS, DJR and DPC charters are available on their intranet sites. DELWP has a
brief summary on its intranet about the role of internal audit and a guide to engaging
with internal audit. DEDJTR, DELWP and DTF have not adequately communicated with
their management and staff about the role of internal audit and the charter, as
required by the Standing Directions. DTF has recently added a link on its intranet to
address this. DEDJTR removed its internal audit charter from the department’s intranet
in late 2016 while it was being updated. The update will include information on the
role of internal audit and a copy of the internal audit charter.

Better practice internal audit functions communicate information about the assurance
role to all stakeholders and provide details in the governance section of an agency’s
annual report.

Departmental annual reports provide limited information about the role of internal
audit within departments. The annual reports of four of the seven departments—
DELWP, DET, DJR and DPC—provide no information about the role of internal audit, its
composition, work program or resourcing. The annual reports of the remaining three
departments—DHHS, DJR and DPC—contain limited information.

Figure 2H shows the results of our assessment of department performance for internal
audit governance.

Figure 2H

Internal audit governance in the portfolio departments
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Source: VAGO.
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The purpose of internal audit planning is to direct audit resources to areas of greatest
risk. Internal audit does this effectively when its activities are fully aligned with the
agency’s objectives and identified risks.

Internal audit in all departments engages extensively within the department and with
the audit committee to inform the development of the annual internal audit plan.

Five departments have an approved three- to four-year rolling internal audit plan that
includes an annual work program, as required by the Standing Directions.

DTF has an annual plan but has not developed a three- to four-year rolling internal
audit plan. DTF stated that the current plan contains the elements of a multi-year plan
as it identifies recurring audits and operations not recently audited. All other
departments consider these elements and include a detailed forward plan, listing
audits to be conducted over the next three to four years.

In July 2017, DTF provided us with its draft 2017—-18 internal audit plan, which includes
a three-year strategic plan for 2017-2020, consistent with the Standing Directions. DTF
expects its audit committee will approve the plan in August 2017.

DEDJTR has developed a four-year rolling plan, but only the annual plan has been
approved by its audit committee. The audit committee discussed the four-year internal
audit plan in its annual planning workshop in July 2016 but did not formally approve it.

Consultation and engagement

Internal audit engages extensively in each department to inform the development of
the internal audit plan. This involves meetings with the Secretary and Deputy Secretary,
risk management and key business areas. Internal audit socialises and tests draft
internal audit plans with the department’s executive and audit committee.

We interviewed several department Secretaries and all audit committee chairs to seek
their views about the extent of planning engagement, and all of them were satisfied
with the level of engagement. DHHS uses sector specialists and advisers from the
external provider to test the rigour of its internal audit plan.

Alignment with risk and business objectives

All departments demonstrated effective internal audit planning practices. Internal
audit invests significant effort in developing the internal audit plan. All internal audit
plans we reviewed clearly demonstrated alignment with departmental objectives and
risks, and the relevant audit assurance requirements (compliance, financial or
operational), and listed resources and time lines.
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The internal audit budget does not limit development of the plan but is considered
when determining priorities. Our discussions with the Secretaries of DET and DHHS and
all audit committee chairs indicate they are comfortable that internal audit plans
address business objectives and key risks, and this is consistent with our assessment.

Types of audits

The internal audit plans of each department consider compliance requirements, the
work of the external auditors, and strategic goals and risks. Departments focus on
operational audits that link to strategic risks and business objectives to provide value.
This is consistent with the role of internal audit.

We analysed internal audit plans for 2015-16 and classified audits by key audit types—
operational audits, compliance audits and financial audits. The blend of work included
in the plans is risk based, and audits are directed towards key organisational outcomes.

All plans incorporate legislative requirements from the Standing Directions and
rotational audits of key financial activities. The plans also link operational audits to
departmental strategy and risk.

Figure 21 shows the mix of audit types for all departments.

Figure 2|
Key audit types in the annual internal audit plans across departments
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Source: VAGO, based on departmental data.

Figure 2J shows the mix of audit types for each department.
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Figure 2)
Key audit types in departments’ annual internal audit plans
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Note: DET’s “follow-up audits’ are compliance and operational audits with a component of follow up.
These are explicitly identified in the ‘follow-up audits’ section of the internal audit plan to enable
acquittal of DET’s Integrity Reform Program actions.

Source: VAGO, based on departmental data.

Approval and changes to the internal audit plan

The DHHS and DEDJTR internal audit plans were not approved by their audit
committees until two months after the beginning of the plan year.

DHHS delayed the internal audit planning process to finalise its contract with a new
external service provider and to involve it in the planning process. DHHS advised that
the Secretary gave verbal approval to begin audits before the plan was formally
approved.

At DEDJTR, only approved 2015-16 audits that were rolled forward into the 2016-17
internal audit program began before the 2016—17 program was formally approved. The
delay in approval did not affect the delivery of DEDJTR’s internal audit program.

The audit committees in all departments approve changes to the internal audit plan.
Internal audit reviews its plan annually and also completes the planning cycle annually,
based on the forward schedule of the previous year’s plan. Internal audit considers
management requests for additional audit activity in consultation with the audit
committee, and also presents audit scopes and reports for all additional unplanned
audits to the audit committee.

Internal audit is one of a number of activities that provide assurance on how well each
department is managing risks. Other sources of assurance include management, risk
and quality assessments, and external audits and reviews by integrity agencies and
independent contractors. It is important that the work of internal audit complements
the work of other providers rather than duplicating it. Better practice internal audit
departments use assurance maps to provide an agency-wide view of assurance
coverage of strategic risks.
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An assurance map can help an audit committee to be well-informed about the
department’s governance, risk and control environments. It is also a valuable tool for
developing the internal audit plan. Using a collaborative approach to mapping
assurance coverage helps to identify gaps and duplication of effort. It enables internal
audit to direct resources to areas of greatest value to the department, and to minimise
the cost of assurance activities.

All departments’ internal audit plans include assurance maps. The maps of four
departments—DET, DELWP, DHHS and DTF—include internal audit and external audit
activity but do not provide a complete view of assurance across the department.

DEDIJTR, DJR and DPC demonstrate better practice in assurance mapping. DJR
conducted an extensive assurance mapping exercise across the whole department in
2014 and 2016 as part of its risk attestation process. This work forms the basis of DJR’s
internal audit planning, although the internal audit plan contains more detail. DPC’s
assurance map provides an indication of the risk appetite against each strategic risk
and an assessment of the adequacy of the coverage provided. DEDJTR’s assurance map
includes management committees, and internal audit and external audit coverage, and
assesses the adequacy of the coverage provided.

Appendix D contains an example of an assurance map.

The type and mix of internal audit activity depends on the department’s desired
approach to providing assurance over departmental risks. The objectives of internal
audit and external audits generally differ, as do the evidentiary requirements.

As part of annual audit planning, our financial auditors evaluate each department’s
inherent risk and internal control environment. Our performance auditors look at
internal audit plans in the development of the VAGO annual plan. As an independent
assurance function, internal audit is considered an important element of departments’
internal control environments, which are subject to annual review.

Our financial auditors also review each department’s internal audit plan to identify
audits with a financial focus that could be relied on for the purposes of forming an
opinion on the financial statements. Our financial auditors reflect this in their financial
audit strategy for each department, which is presented to the audit committee.

Our departmental financial audit strategies for 2017 indicate some reliance on the
work of internal audit in the departments we reviewed. Factors that can affect the
extent of external financial audit reliance on the work of internal audit include:

e the quality and independence of the internal audit work performed

e the relevance of the completed internal audits to the formation of an opinion on
the annual financial statements

e the extent of the internal audits with a financial focus

e the adequacy of the internal audit sample methodology or sample size for external
audit purposes

e whether internal audit working papers meet the evidentiary requirements of
external audit

e whether internal audit time frames coincide with the financial year, as the timing of
audits may not meet external audit time lines.

Internal Audit Performance Victorian Auditor-General’s Report



If the internal audit testing period is for only part of the financial year, it may be more
cost-effective or efficient for external financial audit to re-test the full period rather
than re-perform internal audit work for part of the year and separately test the
balance.

All internal audit charters, with the exception of DEDJTR’s and DET’s charters, refer to

internal audit engaging with external audit. Although some engagement occurs across
all departments, an opportunity exists to enhance engagement between internal and

external audit to minimise factors that can affect external audit’s ability to rely on the
work of the internal audit function.

Figure 2K shows the results of our assessment of departmental performance for
internal audit planning.

Figure 2K

Internal audit planning in the portfolio departments

Aspect DEDJTR DELWP DET DHHS DJR DPC DTF
Internal

w QP @ dO®O@ P
planning

Legend

‘ Meets mandatory requirements and demonstrates most aspects of better practice
O Meets mandatory requirements and demonstrates some aspects of better practice
O Meets mandatory requirements and demonstrates few aspects of better practice
@ Meets mandatory requirements

Q Does not meet mandatory requirements

Source: VAGO.
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Internal audit should demonstrate its performance and value as part of the
department’s governance framework. It can do this by delivering on its objectives,
communicating meaningful insights, reporting on implementation of audit
recommendations, and showing commitment to quality and continuous improvement
by establishing, measuring and reporting against performance measures. This builds
credibility and trust with the audit committee and management.

This part of the report looks at how effectively the seven portfolio departments’
internal audit functions perform against key success areas, and how they measure and
report on their performance, communicate insights, and monitor and report on
outstanding audit recommendations.

In most departments, internal audit delivers against its annual plan and receives good
client feedback on its performance and value. Some departments also apply
professional standards and their performance has been subject to external review.

While stakeholders recognised the value of internal audit, internal audit could provide
greater value, particularly through better communication of departmental insights. The
existing communication of internal audit findings does not identify department-wide
trends and themes or, with the exception of internal audit reporting at DET, provide an
overall opinion on the internal control environment to highlight areas for
improvement.

In most departments, measures used to assess the performance of internal audit do
not reflect a balanced scorecard approach. This better practice approach measures
performance against key performance categories including financial performance,
client services, internal processes, and professional development and innovation.
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Monitoring and reporting of performance need to be more comprehensive to ensure
that the expectations of internal audit and its benefits to the department are clear.
Without comprehensive annual internal audit performance reporting, it is difficult for
internal audit to demonstrate its achievements and performance, and identify areas for
improvement.

Internal audit performance can be measured in various ways, including:
e measuring performance against established key performance measures

e receiving feedback from internal audit clients based on their audit experience
e the audit committee undertaking assessments of performance
e successful delivery of the internal audit plan

e conducting independent assessments.

Internal audit plan delivery

All but two departments delivered their 2015-16 internal audit plans with approved
exceptions. DEDJTR and DET did not deliver their internal audit plans for the 2015-16
year.

DET experienced high staff turnover and departmental changes, and was involved with
other integrity activities that affected delivery of internal audit activities against its
plan.

Staff leave that was not anticipated when developing the internal audit plan affected
DEDJTR’s in-house capacity.

The high volume of audits in these departments has also affected the delivery of their
plans, due to the significant resourcing needed. Audit plans with a high volume of
audits risk not being delivered unless there is access to stable in-house resources or
additional external capacity when required.

The purpose of a risk-based internal audit plan is to provide coverage of the
department’s risks. If the plan is not delivered, the internal audit program will not have
the expected coverage, which may leave the department exposed to key risks.

Client satisfaction surveys

Internal audit issues surveys to clients at the conclusion of each audit to evaluate the
audit process and client engagement. This allows the client to provide feedback and
identify opportunities for improvement.

Results of client surveys for all departments were positive. Results are reported to the
audit committee through the internal audit status report, and evidence shows
examples of departments using client comments to improve processes.

DELWP’s internal audit status report and DET’s annual internal audit performance
report include an internal audit response to areas for improvement identified through
customer satisfaction surveys, which outline actions to address client feedback.
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Key stakeholder feedback

We interviewed key internal audit stakeholders including all audit committee chairs,
Deputy Secretaries, executive directors, and the Secretaries who agreed to meet with
us—from DET and DHHS—to obtain their feedback. All were positive about the value of
internal audit and its performance.

Audit committee chairs expressed a desire for increased analysis of audit findings to
identify the root causes of identified issues, and enhanced reporting to link individual
audit outcomes to organisational or systemic issues that require attention from the
audit committee and management.

Audit committee chairs of two departments raised concerns about the timeliness of
audit completion and reporting.

External quality assessments

All three departments with co-sourced internal audit functions conducted external
quality assessments before the machinery-of-government changes in 2015.

Departments with outsourced internal audit functions have not conducted external

quality assessments. They rely on the external provider’s internal quality assurance

processes but these are not equivalent to an external quality assessment with a broad

focus. External assessments contain opinions on internal audit activity that cover:

e compliance with IIA Standards, internal audit charter, policies and procedures, and
legislative requirements

e expectations of the audit committee and senior management

e integration of internal audit into the department’s governance framework

e internal audit tools and techniques

o knowledge and experience of staff

e opportunities to improve processes

e assessment of whether internal audit adds value and improves departmental
operations

e identification and benchmarking of leading practices.

A review of the internal audit function in the Department of Education and Early
Childhood Development—now DET—in 2013 concluded that internal audit partially
conformed with the IIA Standards. The assessment found that reporting lines for the
CAE did not reflect better practice and the internal audit plan did not fully align with
risk due to the immaturity of the risk management framework. Departmental
management questioned the value of internal audit and indicated the need for a more
strategic focus. DET has since implemented recommendations from the 2013 external
assessment to improve the internal audit function. Progress against recommendations
is reported annually to the audit committee.

A review of the internal audit function in the Department of Human Services—now
DHHS—in 2013 found that it complied with the IIA Standards and noted opportunities
for minor improvement.
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In 2014, an external review of internal audit in the Department of Transport, Planning
and Local Infrastructure—one of the precursor departments to DEDJTR and DELWP—
found the internal audit function generally conformed to the IlIA Standards. However,
the department structure and internal audit function have changed significantly since
then. DEDJTR has recently begun an external quality assessment. The results of this
review were not available at the time of our audit.

Performance against established measures

Departments develop their own sets of performance measures and report their
performance against these measures to the audit committee. DEDJTR and DHHS have
recently developed new performance measures and have not yet completed a full
year’s reporting against the measures. Complete comparable data is not available for
departmental performance measures.

Figure 3A summarises the seven portfolio departments’ internal audit performance
against key measures.

Figure 3A

Performance of internal audit against key measures

Performance measure DHHS DET DEDJTR DIR DELWP DPC DTF
Completion of audits in 86% 48% 71% 86% 100% 100% 100%
approved annual internal ()

2015-16 audit plan within year

Client survey feedback for audit 75% 85% 87% 89% 90% 85% 87.5%

engagements— average overall
satisfaction, year to date

Client satisfaction survey target 295% 290% 280% 95% >80% 270% 75%
average average
Audit committee survey (@) (@) (@) 80% (e) 86% (@)

results— overall satisfaction

External quality assessment—  Generally  Partially Generally b) b) () ()

compliance with IIA Standards  conforms conforms conforms
(e) (c)

(a) No separate survey of internal audit performance. The audit committee survey is a self-assessment of the effectiveness of how
well the audit committee oversees the internal audit function, not an evaluation of internal audit performance.

(b) No external quality assessment conducted.
(c) Assessment conducted of Department of Transport, Planning and Local Infrastructure.

(d) Internal audit plan delivery was affected by unplanned activities, including, ad-hoc audits, delivery of Integrity Reform Program
projects in response to IBAC hearings and an increased number of audit committee meetings due to IBAC commitments.
Deferred audits were considered in the following year’s internal audit planning process and all changes were agreed with audit
committee.

(e) DET has implemented a number of recommendations from this review, conducted in 2013.

Source: VAGO, based on information from departments.
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Figure 3B

Periodic assessment of internal audit against performance measures approved by the
audit committee enables departments to measure internal audit’s effectiveness and
identify opportunities for improvement. The Standing Directions require internal audit
to report to the audit committee on its performance annually. The Standing Directions
also require the audit committee to report on internal audit performance to the
Secretary. Figure B6 in Appendix B gives guidance on performance measures.

Identifying performance measures

Each department has developed qualitative and quantitative performance measures to
evaluate the efficiency and effectiveness of internal audit. They have identified
measures and targets for each performance measure, although not all departments
have identified the reporting frequency.

Internal audit reports on performance measures and results to the audit committee.
Our discussions with audit committee chairs indicate that, although not all audit
committee chairs have been directly involved in the establishment of measures, they
are comfortable with the range of measures in place.

Figure 3B compares the measures that departments use with the selected better
practice measures outlined in Appendix E. All departments report on the delivery of
the internal audit plan and the results of audit engagement client satisfaction surveys.

Comparison of reported departmental measures with selected better practice measures

Key performance indicator DHHS DET DEDJTR DJR DELWP DPC DTF

Internal audit processes

Completion of approved annual internal audit v v v v v v v
plan
Completion of internal audit plan within v X v v X v v
budget
Management/stakeholders
Audit recommendations accepted X n/a@ v
Client feedback surveys for audit

v
engagements . . o o o/
Audit committee
Results of survey of audit committee

v
members oS S 7 7 s 4
Quality
Professional development of in-house staff X X v n/a n/a n/a n/a
Staff turnover or external provider continuity X X v v X v v

(a) DET does not provide internal audit recommendations but works with management to develop management action plans.

Source: VAGO, based on llA, Internal Audit in Australia, 2016, and IPPF — Practice Guide: Measuring Internal Audit Effectiveness and Efficiency,

2010.
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In practice, DET and DELWP manage delivery of the internal audit plan within budget
but they do not report on this measure to the audit committee.

Reporting

The frequency of measurement, analysis and reporting against performance measures
varies between departments.

Ongoing reporting

All internal audit functions prepare a cumulative internal audit status report for each

audit committee meeting that provides an update on a range of matters, including:

e progress against the audit plan

e audits completed for the period

e changes to the plan

e results of customer satisfaction surveys issued at the completion of each audit
engagement.

DET and DTF report against their performance metrics to every audit committee
meeting, and DEDJTR provides an assessment quarterly.

Periodic reporting

Reporting against internal audit performance measures varies between departments.
The Standing Directions require internal audit to report to the audit committee on the
effectiveness of internal audit. Five departments—DEDJTR, DET, DJR, DPC and DTF—
provide an annual internal audit performance assessment to the audit committee.

DHHS has measures in place with its external provider. As the model is new, DHHS
plans to report performance to the audit committee in October 2017. The audit
committee approved key performance measures in April 2017.

DJR also prepares an annual internal audit performance report that provides a
dashboard of performance over the past three years and commentary against each
result. The report takes a balanced scorecard approach—measuring performance
against oversight, management and process—and includes:

e compliance with each element of the internal audit charter

e results of the audit committee survey of internal audit
e audit recommendations made and accepted

e completion of plan and performance against budget

e expertise, mix of resources and continuity of staff

e contractual service-level commitments

e other work.
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Under the Standing Directions, audit committees must review the effectiveness and
efficiency of the internal audit function and advise the department on the performance
of the internal auditors.

Only DELWP provides a formal report, which includes an assessment of internal audit
performance from the audit committee to the Secretary, to acquit this requirement.
The report uses different measures of performance to the performance measures in
place with the provider, which are more detailed, contractual measures. The external
provider does not provide an annual internal audit performance report to the audit
committee.

All other departments address this requirement through regular meetings of the audit
committee chair and the Secretary. Secretaries also rely on the annual audit committee
self-assessment survey, which includes questions on the effectiveness of audit
committee oversight of internal audit. The audit committee provides a copy of the
self-assessment survey to the Secretary.

Figure 3C describes better practice reporting of internal audit performance.

Figure 3C
Case study: Better practice reporting of internal audit performance at DET

DET provides a comprehensive annual internal audit performance report to its audit

committee that reflects better practice. The report includes internal audit’s:

e achievements

e opportunities for improvement and strategies to address them

e evaluation of client satisfaction survey results and comparison with the prior
year

e assessment against key performance measures including trends

o self-assessment against the IIA Standards

e progress against improvement opportunities identified by the last external
quality assessment.

Source: VAGO.

Using results for continuous improvement

Our discussions with CAEs and audit committee chairs, and our review of minutes of
audit committee meetings, indicate that there is regular engagement and discussion
about internal audit processes and opportunities for improvement.

Annual reporting of performance enables detailed analysis of performance results and
supports quality assurance and improvement processes. DET’s annual performance
report includes an improvement plan to address identified weaknesses.
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Figure 3D shows the results of our assessment of departments’ internal audit
performance.

Figure 3D
Internal audit performance

Aspect DEDJTR DELWP DET DHHS DJR DPC DTF

2w 9D O DD

performance
Legend

. Meets mandatory requirements and demonstrates most aspects of better practice
0 Meets mandatory requirements and demonstrates some aspects of better practice
O Meets mandatory requirements and demonstrates few aspects of better practice
@ Meets mandatory requirements

Q Does not meet mandatory requirements

Source: VAGO.

All internal audit reports include an overall rating of the control environments, and
each audit finding is risk rated to indicate the significance or impact of the issue, and to
enable departments to prioritise actions to address the issues. Audit committees and
relevant departmental staff receive all internal audit reports.

The audit committee chair of each department briefs the Secretary following each
audit committee meeting or at regular intervals during the year, and discusses any
issues relating to internal audit performance, its findings and implementation of
recommendations. Two Secretaries (at DPC and DTF) receive internal audit reports
through audit committee papers and two (at DET and DJR) receive high-risk-rated
reports only. The DJR Secretary receives audit committee agendas and minutes. The
Secretary at DHHS receives copies of all final internal audit reports and audit
committee papers. At DET, the Secretary also receives draft audit committee minutes.

Providing an annual report to the audit committee on the department’s control
environment draws attention to strategic issues, identifies emerging risks, and
highlights patterns and trends across the department.

The Standing Directions require internal audit to provide independent and objective
assessment of the effectiveness and efficiency of the agency’s financial and internal
control systems, reporting processes and activities each year.
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DET provides a detailed annual report on internal controls to the audit committee. All
departments undertake a range of activities related to internal controls, such as
conducting audits of core financial processes and controls, ICT and risk reporting.

Some departments consider that their existing activities meet the Standing Directions
requirement for internal audit to provide an assessment of the agency’s financial and
internal control systems. However, this requirement could be more clearly and
effectively met if internal audit provided an annual report to the audit committee of
the activities it has undertaken to address requirements and an overall assessment of
the internal control environment.

Root causes and themes

Internal audit is well positioned to strategically share insights from audit activity and
organisational engagement with the audit committee and executive. Instead of
reporting only on the outcomes of individual audits, themes-based reporting links the
outcomes of internal audit activity, and knowledge gained through engagement, into
higher-level themes, which provides a strategic organisational and systemic
perspective. Departments should include theme-based reporting as part of the annual
report on internal controls.

All departments identify and report the root causes of findings in internal audit
reports. The root cause analysis is the process of identifying why something happened.

Five departments—DELWP, DET, DHHS, DJR and DPC—identify root causes and
categorise them into themed groups for reporting purposes. Examples of themes used
include people and culture, information systems, policy and guidelines, controls, data
integrity, and monitoring and oversight. Internal audit collates and reports this
information to the audit committee in the internal audit status report. At the end of
the audit plan year, DJIR and DPC summarise organisational themes and report them to
the audit committee with limited analysis. This is a new initiative in DELWP and DHHS,
and themed annual reporting will be introduced in the current financial year.

DEDJTR and DTF only provide root cause information within individual audit reports,
and do not collate information to identify themes across the audit program. Figure 3E
describes better practice annual reporting of internal controls at DET.

Figure 3E
Case study: Better practice annual report on internal controls at DET

DET provides an annual thematic report that summarises themes and trends
informed by internal audits, discussions with management, results of organisational
culture surveys, feedback from other integrity agencies and participation on
committees. The report includes an assessment of the overall control environment
and highlights DET’s areas of improvement and areas of concern, systemic themes
and the trends for each theme, and the impact on internal audit plan.

Source: VAGO.
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There is limited evidence of responses, such as recommendations, arising from the
themes analysis. In our discussions with CAEs and audit committee chairs, we noted
that audit committee chairs are encouraging increased reporting on the root causes of
audit issues and themes.

Internal audits identify weaknesses in internal controls and make recommendations to
mitigate risks. If recommendations are not implemented in a timely manner, the value
of the internal audit activity is not realised and leaves the agency exposed to risks.

Processes for monitoring and reporting

All departments have processes to monitor and report on the status of audit
recommendations to the audit committee. Departments use various tools to track
audit recommendations, ranging from spreadsheets to risk management systems and
audit management systems.

DHHS is a large department, based on its total expenditure, and is subject to a high
volume of audits and independent integrity agency reviews. DHHS lacks an effective
system to monitor and report on audit recommendations and is currently investigating
solutions. It currently uses spreadsheets to track audit recommendations, which
involves significant administrative effort, and does not have a full-time staff member
responsible for tracking audit recommendations. Due to these limitations, the status
of audit recommendations is reported to the audit committee every six months.

All other departments report this information to every audit committee meeting, in
line with better practice. Monitoring audit recommendations on a quarterly basis, at
a minimum, maintains focus on implementation.

The process that departments use for reviewing implementation dates for overdue
recommendations lacks rigour. More than 25 per cent of the overdue audit
recommendations within four departments—DEDJTR, DELWP, DJR and DPC—have
passed their original or revised due dates, and the implementation date has not been
updated to reflect new time lines.

Figure 3F shows the ageing of open internal audit recommendations from original
implementation dates for each department. This highlights the need for effective
management of overdue audit recommendations. DELWP has a large number of
high-risk overdue actions that require attention. To increase oversight, the DELWP
Deputy Secretaries have begun delivering presentations to the audit committee on
high-risk overdue actions.
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Figure 3F
Ageing of open internal audit reccommendations from original implementation dates
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Source: VAGO.

All departments report changes in the status of audit recommendations between
reporting dates. Four departments—DELWP, DET, DHHS and DTF—report on the ageing
of overdue items. The other three departments—DEDJTR, DJR and DPC—report the
number of overdue recommendations to the audit committee. DJR reports on the
ageing of overdue audit recommendations at a divisional level by rotating divisional
reports to the audit committee.

In most departments, the audit committee approves revisions to original
implementation dates. In some departments, management or the audit committee
revises due dates, depending on the risk rating of the issue.
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Follow up of audit recommendations

Five departments—DEDJTR, DELWP, DET, DHHS and DTF—uverify evidence of
implementation of audit recommendations before reporting to the audit committee.
All departments except DEDJTR perform follow-up audits to confirm that the action
taken has adequately addressed the risk identified. DEDJTR and DHHS follow up
implementation of audit recommendations as part of individual follow-up audits of
areas included in the internal audit plan.

DELWP and DIJR performed follow-up audits covering all open recommendations during
the current year. These audits identified long-outstanding recommendations that are
no longer relevant, due to departmental change or duplicate recommendations.
DELWP and DET conducted a full follow up of outstanding audit recommendations in
consultation with Deputy Secretaries during the current year. This identified some
recommendations that were no longer relevant and revised implementation dates for
overdue recommendations.

Initiatives to address outstanding recommendations

Discussions with key stakeholders indicate that delays in implementation are due to a
combination of factors including management committing to ambitious time lines for
completion of recommendations, a lack of consideration of audit recommendations in
the business-as-usual activities, and departmental restructuring.

In most departments, internal audit asks management to provide updates to the audit
recommendation tracking register before every audit committee meeting. However,
integrating the audit recommendation tracking into the business on a day-to-day basis
would increase the visibility of open audit recommendations and facilitate regular
monitoring.

Several departments, including DEDJTR and DJR, use risk and performance reporting
systems to monitor and report against open audit recommendations. The use of
business systems integrates audit recommendation tracking into the business on a
day-to-day basis, increases the visibility of open audit recommendations and facilitates
regular monitoring. The numbers of open recommendations have reduced in DEDJTR
and DJR since they introduced these systems.

In our 2016 report Audit Committee Governance, we examined audit recommendations
and reporting to audit committees, and the challenges departments face in managing
the volume of audit recommendations and overdue actions.

Positive initiatives are evident in a number of departments to drive implementation of
outstanding actions. Some departments are developing processes to finalise issues that
are no longer relevant and consolidate recommendations, with approval from the
executive board and the audit committee.

At DET, internal audit meets quarterly with Deputy Secretaries to review outstanding
recommendations and help resolve outstanding items. At DELWP, DET, DHHS and DJR,
Deputy Secretaries address open audit recommendations in rotating presentations to
the audit committee. This process is designed to ensure high-risk actions are
addressed, and has focused departments’ attention on implementing outstanding
issues.
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Our discussions with audit committee chairs and key stakeholders indicate that audit
committees focus on this area. All departments have introduced business area
reporting of open audit recommendations to the audit committee. This has helped
departments implement outstanding recommendations and understand challenging
outstanding issues.

Figure 3G shows the results of our assessment of internal audit’s performance on
communicating outcomes and insights across the departments.

Figure 3G

Internal audit’s performance on communicating outcomes and insights

Aspect DEDJTR DELWP DET DHHS DJR DPC DTF
Communicating

e D DO DD
insights

Legend

. Meets mandatory requirements and demonstrates most aspects of better practice
0 Meets mandatory requirements and demonstrates some aspects of better practice
O Meets mandatory requirements and demonstrates few aspects of better practice
@ Meets mandatory requirements

() Does not meet mandatory requirements

Source: VAGO.
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We have consulted with DEDJTR, DELWP, DET, DHHS, DJR, DPC and DTF, and we
considered their views when reaching our audit conclusions. As required by section
16(3) of the Audit Act 1994, we gave a draft copy of this report, or relevant extracts, to
those agencies and asked for their submissions and comments.

Responsibility for the accuracy, fairness and balance of those comments rests solely
with the agency head.

Responses were received as follows:

DEDITR e e 42
DELWP ot e 44
) T 47
DHHS L 49
DIR e s 54
DPC e s 56
DT e s 59
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RESPONSE provided by the Acting Lead Deputy Secretary, DEDJTR
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RESPONSE provided by the Acting Lead Deputy Secretary, DEDJTR—continued
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RESPONSE provided by the Acting Secretary, DELWP
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RESPONSE provided by the Acting Secretary, DELWP—continued
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RESPONSE provided by the Acting Secretary, DELWP—continued
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RESPONSE provided by the Secretary, DET
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RESPONSE provided by the Secretary, DTF—continued

agree on a set of indicators,
measures and reporting frequency
with the audit committee (see
Section 3.2.2)

indicators to ensure they reflect a balanced scorecard
approach.

Estimated completion by December 2017.

3 DELWP, DPC and DTF clearly define
the role and responsibilities of the
CAE in the nominated officer’s
position description (see Section
2.2.1)

Support

The Department of Treasury and Finance supports the
recommendation that the Chief Audit Executive role be
further clarified in the nominated officer’s position
description.

Estimated completion by December 2017.

5 DELWP, DHHS, DJR, DPC and DTF
complete a self-assessment of
compliance with the llA Standards,
consistent with the adoption of the
IlA Standards in their internal audit
charters, and report the results and
action plans to address gaps to the
audit committee, and conduct future
assessments annually (see Section
2.3.2)

Not support

From a whole of government framework perspective,
the Department of Treasury and Finance confirms that
application of the International Standards for the
Professional Practice of Internal Auditing is
supplementary to the mandatory requirement of the
Standing Directions (the Directions). Moreover, the
Financial Management Act 1994 only permits the
mandating of Australian accounting standards.

The Department does not consider that conducting a
complete self-assessment of compliance with the
international standards as a necessary part of the
internal audit cycle. The appropriateness of such a
review for individual agencies may depend on the
nature, complexity and scale of their operations.

6 DELWP, DJR, DPC and DTF conduct
an external quality assurance review
of internal audit, consistent with the
adoption of the IIA Standards in their
internal audit charters, report the
results to the audit committee and
conduct future assessments at least
every five years (see Section 2.3.2)

Internal Audit Performance

Not support

From a whole of government frameworks perspective,
the Department of Treasury and Finance confirms that
application of the International Standards for the
Professional Practice of Internal Auditing is
supplementary to the mandatory requirement of the
Directions. Moreover, the Financial Management Act
1994 only permits the mandating of Australian
accounting standards.

The Department does not consider conducting an
external quality assurance review of internal audit as a
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agencies may depend on the nature, complexity and
scale of their operations.
7 DTF develop a three- to four-year Support
rolling strategic internal audit plan,
consistent with the requirements of | While the Department of Treasury and Finance has
the Standing Directions, and have always included multi-year elements of a rolling plan,
the plan approved by the audit the 2017-20 internal audit plan has been presented in a
committee (see Section 2.5.1) manner that further clarifies the multi-year program of
proposed and potential projects.
Completed
8 DET, DELWP, DHHS and DTF improve | Support
assurance mapping to include all
sources of assurance and an The Department of Treasury and Finance internal audit
assessment of the adequacy of risk function engages in many effective processes of
coverage to provide the audit assurance. The Department considers that a more
committee with a comprehensive formal assurance mapping process is an appropriate
view of the level of assurance (see improvement and will benefit the internal audit
Section 2.5.3) function.
Estimated completion by December 2017.
9 DEDJTR, DELWP, DHHS, DPC and DTF | Support
provide an annual report on internal
audit performance to the audit The Department of Treasury and Finance assesses the
committee detailing internal audit quality of internal audit on an ongoing basis via regular
activity, achievements, and meetings between the Audit and Risk Committee Chair
opportunities for improvement and | and the Secretary, customer satisfaction components in
performance against agreed each internal audit report, and a semi-annual discussion |’
measures, as required by the of the quality of internal audit by the Audit and Risk
Standing Directions (see Section Committee. Whilst DTF already meets the requirements
3.2.2) of the Directions, it will further consider any
enhancements that may continuously improve the
Department’s current practices.
Estimated completion by December 2017.
10 DEDJTR, DELWP, DHHS, DJR, DPC and | Support
DTF provide an annual report on
internal controls to the audit The Department of Treasury and Finance considers that
committee that provides an opinion | it is compliant with section 3.2.2.2 of the Standing
on the includes an overall Directions in the following ways;
assessment of the internal control 1. The annual core financial review — the core financial
environment, as required by to review on the effectiveness of controls, improvements
satisfy the Standing Directions that have been made and whether the controls are
requirements and identifies embedded in the work of the Department.
organisational themes and trends. 2. The annual risk profile review and quarterly risk
(see Section 3.3.2). reports provide the Committee with an update on the
wiark 1indartaban arniind tha Nanartmant +n accoce tha
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RESPONSE provided by the Secretary, DTF—continued

controls.

3. The Committee regularly considers reports on the
effectiveness of ICT and cyber-security controls
including the quarterly CenlTex assurance reviews.

Whilst DTF already meets the requirements of the
Directions, it will further consider any enhancements
that may continuously improve the Department’s
current practices.

Estimated completion by December 2017.

Internal Audit Performance Victorian Auditor-General’s Report



The figures in this appendix list the detailed legislation and guidance in the Victorian
public sector, and in better practice guides, for managing internal audit, measuring
performance and communicating insights. The section numbers in the figures are
cross-references to sections of this report.

Figure B1
Figures in this appendix

Figure Title

Figure B2 CAE

Figure B3 Internal audit resourcing and quality assurance
Figure B4 Internal audit governance

Figure B5 Internal audit planning

Figure B6 Internal audit performance

Figure B7 Communicating outcomes and insights

Source: VAGO.

Figure B2

Section 2.2 Role and qualifications of the CAE

0
|
m

Legislation

No legislation describes the role of the CAE. The Standing Directions require internal auditors to be
suitably experienced and qualified.

Standing Directions guidance

The Standing Directions guidance recommends that the CAE has a relevant tertiary qualification. A
professional designation (such as membership of the IIA) is not mandatory but helps ensure internal
auditors are suitably qualified and keep their knowledge and expertise up to date with developments in
internal auditing through ongoing professional development.

Better practice

No guidance on the role of the CAE is provided in the IIA Standards.

The ANAO Public Sector Internal Audit Better Practice Guide describes the CAE as the officer responsible
for the effective performance of the internal audit function. The IIA report Global Public Sector Insight:
Policy Setting for Public Sector Auditing in the Absence of Government Legislation prescribes that the CAE
should be at a sufficiently senior level (remuneration and profile) to be able to discuss audit results with
senior management on an equal footing.

Victorian Auditor-General’s Report Internal Audit Performance



Figure B2
CAE—continued

Section 2.2 Role and qualifications of the CAE
Better practice

The IIA Standards require the CAE or others reporting to the CAE to have appropriate professional
certifications and qualifications. The IIA report Global Public Sector Insight: Policy Setting for Public Sector
Auditing in the Absence of Government Legislation recommends the minimum qualifications for the CAE
include a combination of years of auditing and/or leadership experience, audit-specific certifications and
relevant tertiary qualifications.

Section 2.2 Position and influence in the organisation

Legislation

The Standing Directions require the Secretary to establish an internal audit function independent of
management.

Standing Directions guidance

For functional matters, the internal audit function is accountable to the responsible body generally
through its audit committee. For administrative matters such as human resource administration and
budgets, the internal audit function reports to management, such as an accountable officer or delegate.

Better practice

To maximise operational independence of internal audit, the IIA Standards, the IlA Internal Audit in
Australia and the ANAO Public Sector Internal Audit Better Practice Guide recommend:

e dual reporting lines with internal audit reporting functionally to the audit committee for strategic
direction and accountability of the internal audit function and administratively to the Secretary for
day-to-day operations

e direct access to the Secretary and the audit committee chair and unrestricted access to records,
systems and personnel

e regular meetings with the audit committee, without management present

e audit committee consultation for any changes in the position of the CAE

e that internal auditors have no operational responsibilities

e formally documenting the purpose, authority and responsibility of internal audit in an internal audit
charter.

Support of senior management assists internal audit to gain the cooperation of clients and conduct their
work without management interference. When the CAE reports directly to the Secretary, this sends a
clear message about the importance of internal audit. Reporting to the Secretary facilitates regular
contact, which provides the CAE with insights into new and emerging risks and issues facing the agency.
At a minimum, the CAE should have direct access to the audit committee chair and the Secretary when
required.

The ANAO Public Sector Internal Audit Better Practice Guide states that where the Secretary chooses to
delegate administrative reporting responsibility for internal audit, this should be to a senior executive
with a commitment to internal audit who has no actual or perceived conflict.
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Figure B2
CAE—continued

m Position and influence in the organisation

Better practice

The IIA Standards recommend at the minimum the CAE needs to report to an individual with sufficient
authority to promote independence

and ensure broad audit coverage,

adequate consideration of audit

communications and appropriate

action on recommendations.

Internal audit should have dual

reporting lines, as shown right.

According to the IIA Standards, functional reporting includes:

e approving the internal audit charter

approving the risk-based internal audit plan

approving the internal audit budget and resource plan

receiving communications from the CAE on internal audit activities

reporting on performance against the plan

approving decisions on the appointment and removal of the CAE

e making inquiries to management and the CAE to determine any inappropriate scope or resource
limitations.

Administrative reporting includes:

e internal audit resources and annual budget

e provision of corporate services to internal audit, including office accommodation, computers and
equipment

e human resource administration

e internal communications

e administration of the internal audit activities policies and procedures.

m Access to the audit committee, secretary, personnel and records
Legislation

The internal audit function should have access to the Secretary, audit committee and chief financial
officer.

Standing Directions guidance

No further information is provided.
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Figure B2
CAE—continued

Section 2.2 Access to the audit committee, secretary, personnel and records

Better practice

To maximise operational independence of internal audit, the IIA Standards, the IlA Internal Audit in
Australia and the ANAO Public Sector Internal Audit Better Practice Guide recommend:

e direct access to the Secretary and the audit committee chair and unrestricted access to records,
systems and personnel
e regular meetings with the audit committee, without management present

Support of senior management assists internal audit to gain the cooperation of clients and conduct their
work without management interference. When the CAE reports directly to the Secretary, this sends a
clear message about the importance of internal audit. Reporting to the Secretary facilitates regular
contact, which provides the CAE with insights into new and emerging risks and issues facing the agency.
At a minimum, the CAE should have direct access to the audit committee chair and the Secretary when
required.

Internal audit should meet with the audit committee without the presence of management, at least
annually. The IIA emphasises the importance of a strong working relationship between internal audit and
the audit committee for effective internal audit performance and to allow audit committees to drive
internal audit to meet expectations.

Section 2.2 Managing objectivity and potential conflicts of interest

Legislation

The internal audit function should have sufficient information to enable it to perform its function and be
subject to a protocol to manage conflicts of interest.

Standing Directions guidance

Internal auditors must be independent of management in carrying out their functions. Independence
includes that they must not:

e have operational duties
e  be subject to direction from management in how they undertake their functions.

When the internal audit role is to be filled by an external service provider, relationships that may be seen
to impair an internal audit member’s independence could include:

e current or previous employment by the agency, or having been a non-executive director after ceasing
to hold such employment

e receipt of a material consulting, advisory or contractual relationship with the agency, other than as
an internal auditor of the agency

e any interest or business or other relationship that could, or could reasonably be perceived to,
materially interfere with the internal audit’s ability to act in a capacity independent of management
and in the best interests of the agency.

Where the CAE has operational responsibility for areas such as risk and integrity, safeguards should be
established to prevent actual or perceived conflicts of interest. When the operational area for which the
CAE is responsible is subject to audit, the role of the CAE should be assigned to an individual who is
independent of the internal audit function.

e Agencies must establish processes to identify and report actual or potential impairments to
independence and objectivity.

Source: VAGO.
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Figure B3
Internal audit resourcing and quality assurance

Section 2.3 Quality assurance and continuous improvement

Legislation

The Standing Directions require internal audit to apply relevant professional standards relating to internal
audit.

Standing Directions guidance

The Standing Directions guidance refers to the IIA Standards and IIA Australia website for better practice
information.

Better practice

The most widely recognised professional standards are contained within the IIA’s IPPF, which includes the
IIA Standards. The internal audit charter and external service provider contract should reflect the
standards adopted by the department.

The IIA Standards require the CAE to maintain a quality assurance and improvement program consisting
of internal and external assessments, and to report the results to the audit committee. Quality assurance
reviews focus on adherence to standards and the quality of internal audit work, and identify areas for
continuous improvement.

A quality assurance and improvement program includes internal and external assessment:

e internal quality assessment—ongoing
e internal quality assessment—periodic
e external quality assessment.

Internal quality assessment—ongoing
Ongoing internal quality assessment includes:

e work paper review and supervisor sign off

e monitoring of actual cost against budget

e performance evaluations after each audit

e customer satisfaction surveys after each audit.

Internal quality assessment—periodic
Periodic internal quality assessment includes:

review of the internal audit charter

self-assessment against the IIA Standards (annual)

staff performance appraisals

annual surveys of the audit committee and management
e staff declarations

e file reviews for in-house and service providers.
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Figure B3
Internal audit resourcing and quality assurance—continued

Section 2.3 Internal and external quality assessments

Better practice

External quality assessment

An external quality assessment evaluates compliance with the IlA Standards, the definition of internal
audit and the code of ethics.

The requirement for an external quality assessment applies to all agencies, regardless of the size of the
internal audit function and the nature of the service delivery model—in-house, co-sourced or
outsourced. It is conducted at an agency level and includes assessment of the work of the service
provider.

The benefits of an external quality assessment are that it builds stakeholder confidence in the internal
audit function, as it demonstrates a commitment to quality assurance, continuous improvement and a
professional approach to internal audit.

An audit opinion of ‘generally conforms’ allows the internal audit function to state that its internal audit
activities are conducted in accordance with the 1A Standards.

According to the IlA Standards, an external quality assurance review should be conducted, at a minimum,
every five years by an appropriately qualified, independent, external party. This may be a consultant or
qualified peers from another audit function. The timing of this review should be reflected in the internal
audit plan and the results reported to the audit committee.

Source: VAGO.
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Figure B4
Internal audit governance

Section 2.4 Internal audit charter

Legislation

The Standing Directions require the internal audit function to prepare and maintain an internal
audit charter for approval by the audit committee.
It also requires that the internal audit charter is available to all agency management and staff.

Standing Directions guidance

The Standing Directions guidance requires the internal audit charter to specify minimum
requirements such as:

e purpose

e roles and responsibilities

e authority and accountability

e independence and objectivity

e outsourcing and co-sourcing arrangements, if applicable

e reporting and monitoring

e annual review of the charter by the audit committee

e standards of audit practice, reflecting Australian and international auditing and
professional standards for internal audit.

Better practice

Better practice internal audit charters go beyond the fundamental requirements of the
internal audit function and outline how internal audit will provide value to the agency. A
better practice internal audit charter sets out the expectations of the audit committee and
describes the monitoring and reporting requirements.

The internal audit charter establishes internal audit’s position within the agency, including the
CAE'’s reporting lines, reporting of annual assessment of internal controls, trends and themes,
and measurement of internal audit performance and quality.

The ANAO Public Sector Internal Audit Better Practice Guide outlines the elements of a better
practice internal audit charter. The model internal audit charter issued by the IIA covers the
requirements of the IIA Standards for the internal audit function.

Source: VAGO, IIA Australia and the ANAO Public Sector Internal Audit Better Practice Guide.
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Figure B5
Internal audit planning

Section 2.5 Developing the internal audit plan
Legislation

The Standing Directions require internal audit to annually prepare, maintain and implement:

e astrategic internal audit plan based on the governance, risks and controls of the department, with a
rolling period of three or four years

e an audit work program based on the governance, risks and controls of the department that sets out
the key areas of internal audit work for the year

e audits of business processes or units likely to be vulnerable to fraud, corruption and other losses.

The audit committee’s role in overseeing internal audit, according to the Standing Directions, includes
review and approval of the strategic internal audit plan and annual work program.

Standing Directions guidance

Internal audit planning needs to be appropriate for the agency’s size, complexity of functions and risk
profile. It should consider the key risks and areas outlined in the corporate plan and be sufficiently
detailed to assure the audit committee and department that the proposed audit coverage will address
the business needs and key risks.

The strategic internal audit plan must cover a period of three to four years, which supports the
requirement of reviewing financial management obligations over a medium-term cycle and aligns with
departments’ rolling four-year corporate planning process.

The strategic internal audit plan should be reviewed and updated annually and describe the role of
internal audit in the agency’s overall assurance processes, and provide an important link between the
internal audit charter and the internal audit annual work program.

Good practice internal audit planning involves a risk assessment of the areas of strategic and operational
significance to the achievement of an agency’s objectives to determine appropriate timing and frequency
of coverage for these areas over the planning period. Key risk areas may be reviewed more frequently,
even yearly, whereas lower-risk areas may only be reviewed in detail every three to four years.

The strategic internal audit plan provides a comprehensive view of an agency’s governance, risk and
control activities and helps to focus the internal audit effort. The plan communicates the medium-term
internal audit direction in supporting the achievement of the agency’s objectives and the mitigation of
risks. Senior management provides an important input into this planning process.

Better practice

Internal audit planning should be informed by:

e identification of all possible areas for audit

e business plans

e the agency’s strategic and operational risks

e input from management and the audit committee to identify emerging risks, priorities and areas of
focus

e prior internal audit coverage and outcomes

e outcomes of the external performance and financial audits and planned audits

e compliance and legislative requirements.

The IIA Standards require the CAE to develop a risk-based plan to determine internal audit priorities
consistent with the department’s objectives.
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Figure B5
Internal audit planning—continued

Section 2.5 Developing the internal audit plan
Better practice

The outcome of internal audit planning is a forward plan of audit activity that shows clear alignment with the
department’s risks. A three- to four-year rolling internal audit plan should include a forward work plan of
audits to be conducted over the next three to four years. It should contain a balance of strategic and risk-
based audits, rotating financial audits to provide assurance over key financial areas, and compliance audits to
meet legislative requirements. The purpose of each audit activity should be identified in the plan, and its link
to risk and business objectives made clear.

The first year of the internal audit plan should provide a detailed scope and details of allocated resources, and
indicative timing, hours or cost for each engagement. Including past audit coverage helps to inform the plan
and shows a broader view of the audit activity over time.

The rolling nature of the plan requires it to be reviewed annually to ensure the plan remains relevant and
reflects current organisational focus and changes to the risk environment.

The blend of audits included in the internal audit plan depends on the risk profile of the organisation, size and
complexity of the business, variation in the nature of business activities, stability of the organisation and the
nature of information systems. Better practice internal audit plans contain a balance of compliance, financial
and operational audits over the period of the plan to provide the agreed level of assurance. A risk-based audit
plan focuses on the strategic goals and risks of the organisation and provides increased organisational value
by delivering a greater proportion of operational audits. The blend of audits and coverage should be agreed
with the audit committee.

Audits can be classified into categories based on the focus or objective of the audit. The main categories of
audit are:

e compliance, which relates to adherence to legislative requirements, government or department policies,
compliance with contractual requirements and adherence to ethical standards

e operational or performance audits, which assist the department to improve performance—the objective
may relate to the economy, efficiency and effectiveness of the department's programs and operations
and include governance, internal controls and risk

e financial, which focus on internal controls for financial systems and processes.

Section 2.5 Approval and changes to the internal audit plan

Legislation

The annual internal audit work program sets out in detail the key areas for internal audit review for the
upcoming year.

Standing Directions guidance

Standing Directions guidance refers to the IIA Developing the Internal Audit Strategic Plan Practice Guide and
the ANAO Public Sector Internal Audit Better Practice Guide and templates.

Better practice

The internal audit plan should be reviewed and approved by the audit committee. Effective internal audit
plans should be flexible to allow for changes. This enables the plan’s focus to shift to address changing needs
due to changes in the agency, the external environment or emerging risks. This can be done by including a
reserve list of audits in the annual plan or deferring audits of lesser priority to later years and bringing
forward or adding audits in areas of concern. Consistent with the IIA Standards and better practice—the IIA
Internal Audit in Australia and the ANAO Public Sector Internal Audit Better Practice Guide—all changes to the
internal audit plan should be approved by the audit committee. Internal audit should track progress against
the plan and report any changes to the plan for approval.

Source: VAGO, the IIA Standards, the IIA Internal Audit in Australia and the ANAO Public Sector Internal Audit Better Practice Guide.
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Figure B6
Internal audit performance

Section 3.2 Measuring and reporting on performance

Legislation

The Standing Directions require internal audit to develop and implement systems to ensure the internal
audit function operates effectively and efficiently and is appropriate for the agency’s needs. It also
requires the internal audit to report to the audit committee on the effectiveness of the internal audit
function.

Under the Standing Directions, audit committees are required to review the effectiveness and efficiency
of the internal audit function and advise the agency on the performance of the internal auditors.

Standing Directions guidance

Standing Directions guidance refers to IlA’s IPPF — Practice Guide: Measuring Internal Audit Effectiveness
and Efficiency to assist internal audit to measure, monitor and report the results of its effectiveness and
efficiency to the audit committee.

Better practice

Better practice internal audit functions measure and report on their performance and use the results for
continuous improvement to drive improvements in quality. Internal audit should establish performance
indicators to measure its performance and achievement of its objectives.

Establishing effective performance requires identification of key internal audit performance categories
such as internal audit processes, audit committee, management, innovation and capability. Performance
strategies should be identified for each category with measurements, targets and reporting frequency,
and routinely measured, analysed and reported to the audit committee.

Measures should be relevant and reflect internal audit activities and the expectations of stakeholders.
They should be clear and concise, measurable and have achievable targets, and be both quantitative and
qualitative.

The IIA IPPF — Practice Guide: Measuring Internal Audit Effectiveness and Efficiency recommends balanced
scorecard reporting of qualitative and quantitative performance measures to the audit committee. A
balanced scorecard aligns performance measures into categories that reflect the perspectives of a range
of stakeholders such as the audit committee, management and internal audit processes, as well as
capability.

See Appendix E for a selection of the better practice key performance measures represented using a
balanced approach with categories of internal audit processes, management, audit committee and
quality. Each key performance measure should have a basis of measurement, target and reporting
frequency.

Source: VAGO.
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Figure B7
Communicating outcomes and insights

m Reporting the results of internal audits

Legislation

No legislation.

Standing Directions guidance
No guidance.

Better practice

The IIA Standards require internal auditors to communicate the results of the audits including the
engagement’s objectives and scope, as well as applicable conclusions, recommendations and action
plans.

The IIA views insight as a critical element of its value proposition for the profession. Management and the
audit committee look to internal audit to provide independent, objective assurance on the risk,
governance and control frameworks of the organisation. Communicating this information effectively
demonstrates the value of internal audit.

The IIA White Paper Themes-based Reporting (2017) provides useful guidance on thematic reporting.

m Annual report on internal controls
Legislation

The Standing Directions require the internal audit function to provide each year to the audit committee
an independent and objective assessment of the effectiveness and efficiency of the agency’s financial and
internal control systems, reporting processes and activities in accordance with its work program.

Standing Directions guidance
No guidance.
Better practice

Better practice internal audit functions demonstrate their value by communicating information that
supports the audit committee in its role. This includes:

e providing an annual report of its work, including an assessment of the effectiveness of the
organisation’s control system
e reporting patterns, trends and systemic issues identified from its work.

m Monitoring and reporting progress against internal audit recommendations
Legislation

The Standing Directions require the Secretary to establish an audit committee to regularly review
implementation of actions in response to internal or external audits, including remedial actions to
mitigate future instances of non-compliance.

Standing Directions guidance

No guidance.
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Figure B7
Communicating outcomes and insights—continued

Section 3.3 Monitoring and reporting progress against internal audit recommendations

Better practice

The IIA Standards require the CAE to establish and maintain a system to monitor the implementation of
audit results communicated to management. The CAE must ensure that management actions have been
effectively implemented or that senior management has accepted the risk of not taking action.

It is better practice for the CAE to regularly inform the audit committee of progress in the implementation
of agreed internal audit and external audit recommendations.

The IIA White Paper Reporting on the Status of Audit Recommendations provides useful guidance on the
monitoring and reporting of audit recommendations. It recommends the CAE establish a database to log
audit recommendations and monitor progress. Management should periodically update the database
with the current implementation status. The CAE should analyse the status of all open recommendations
to identify high-risk and overdue items, and produce graphs illustrating movements, risk rating and
ageing of overdue items. Information about the status of recommendations should be reported to every
audit committee meeting or on a quarterly basis. Internal audit should conduct periodic independent
reviews of completed audit recommendations to verify the evidence to confirm the closed management
actions are effectively implemented and the associated risks have been mitigated.

Source: VAGO, the IIA Standards, and the IIA White Paper Reporting on the Status of Audit Recommendations.
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Figure C1 is an assessment of recommended internal audit charter content against
actual department charter content.

Figure C1

Recommended internal audit charter content
Recommended content DHHS DET DEDJTR DJR DELWP DPC DTF
Standing Directions 2016
Charter approved by audit committee v v v v v v
Available to staff v v X v

>x
N
x

Standing Directions guidance

Meets 8/8 8/8 8/8 8/8 8/8 7/8 7/8
Purpose v v v v v v v
Roles and responsibilities v v v v v v v
Authority and accountability v v v v v v v
Independence and objectivity v v v v v v v
Outsourcing and co-sourcing arrangements v v v v v v X
Reporting and monitoring v v v v v v v
Annual review of the charter v v v v v X (@ v
Adoption of IIA Standards v v v v v v v
Better practice
Meets 15/17 13/17 14/17 13/17 10/17 11/17 6/17
Scope of internal audit v X v v v v X
Independence v v v v v v v
e CAE reporting lines v v X v v X v
e Unrestricted access to Secretary and v v v v v v x ®
audit committee
e  Periodic meetings between audit v v v X (@ X ® v x @
committee and internal audit without
management
Confidentiality v v v v v v v
Relationships with external audit and key v X v v v v v

stakeholders
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Figure C1

Recommended internal audit charter content—continued

Recommended content

Better practice

Planning

Audit committee reporting

Final internal audit reports

Plan progress

Status of open audit recommendations
Annual assessment of internal controls
Patterns and trends

Changes in position of the CAE

Performance and quality

Independent periodic review of internal

audit function

Annual assessment of internal audit
performance

Recognition of:

(a) The department performs this in practice, but the charter does not address it.

IIA definition of internal auditing

Code of ethics

(b) Partial compliance.
Source: VAGO, IIA model charter and the ANAO model charter.

Internal Audit Performance

DHHS DET
v v
v v
v v
v v
v v
v X @
X v
v X
v v
v v
v v
v v
v v
X v

DEDIJTR

RN N NN NI NN

<

DJR DELWP DPC DTF
v v v X ®
v v v v
v v v v
X (@ v X (@ X (@
v X (@ v v
v X X X
v X X X

X v X X
v v v v
X X X X
v v v X
v v

v v X
v v v
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Figure D1 shows a model assurance map for internal audit.
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Figure E1 shows an example of balanced scorecard reporting of better practice
performance measures.

Figure E1
Better practice performance measures

Reporting

Key performance indicator Type of measure Measure frequency

Internal audit processes

Complete audits on Efficiency/ Quantitative % of planned audits 100% Annual

approved annual internal completed within the

audit plan (subject to audit plan year.

committee changes)

Cost—plan completed Efficiency/Quantitative % variance from 0% over Annual
within budget approved budget for budget

the financial year

Management/stakeholders

Audit recommendations Effectiveness/Qualitative % of recommendations 90% Annual
accepted accepted by
management

(maintaining internal
audit independence)

Client feedback surveys for Effectiveness and % of survey responses 90% Ongoing
audit engagements efficiency/Qualitative for value/overall benefit

resulting from audit
rating good or excellent

Audit committee

Results of survey of audit Effectiveness and % of survey responses 90% Annual
committee members efficiency/Qualitative rated good or excellent
Quality
Professional development of ~ Effectiveness/Qualitative  Completion of 100% Annual
staff (in-house staff) professional

development hours
Staff turnover or external Effectiveness and % of turnover 0% Annual
provider continuity efficiency/Qualitative

Source: VAGO, based on IIA Australia, Internal Audit in Australia, July 2016, and IPPF — Practice Guide: Measuring Internal Audit
Effectiveness and Efficiency .
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Figure F1 is a copy of the IIA Internal Audit Quality Analysis to conduct

self-assessment against the IIA standards.

elessny-

juswissassy sjuswwod

Bumpny [eussiul

Bunipny [euselu]

Buimpny [eusap] jo

:a)eq

:a)eq

(2102) Bunipny jeussju) g
sp

sisAjel

V [BUISIU| BY} Ul SPIEPUBIS BY} pue
3 8y} ‘Bunipny [euisju] jo uoniuLeq
ny [BUISIU| JO 80I)0BI [BUOISSB}0Id
. se|dioulld 8107 8y} Jo uolubooey

oLol

‘[eAoidde
'y} pue juswabeuew Joluas o} )l Jussaid
Y9 1PNy [euiaju| sy} malaal Ajjesipouad
\BNo9X3 IPNY JBIYD dYL ‘'Spiepuels sy}
8pod auy ‘Bunipny [euIsiul Jo uoniuyeq
Y |BUIS)U| JO S01j0BId [BUOISSBJ0Id B}
8100 8} Y3im JUSISISUCD ISpeyD Jipny
11 pauyap Ajjewo) aq jsnuwi AjAioe JIpny
Hliqisuodsal pue Ajloyine ‘asodind ay)

suodsay pue ‘Ayaoyiny ‘esoding

000}

piepuejs

Jsquiny

Uy} uo umoys si puaba pajielep aJow v 310N

JIM WIOJU0D Jou $90(
1M SWIoU0 Alleryed

W SWIOMU0D Ajje1ausD

:Z Jossassy

1} Jossassy

oneuIdy|,

sisAjeuy AyjenD 3pny |eusaiu] vi|

14 94n3y

Internal Audit Performance

Victorian Auditor-General’s Report



eBIfelSNy—SIONpNY [euIeju| Jo sinsu| 8yl Aq £10Z @ WPuAdoD

‘paso|osip
ua3( puk paiiNod0 aney sjuswliedw Aue souspiag AIAI08[gO 1o souspuadepu| 0} Juswliedw| ocLL
‘JONpU02 J0 3p0od uolesiueblo
‘slapinoid 80IAI9S pue Yeis
HpNny [euisjul Ag paubis suoljelejoap jsalajul Jo JoIuoD
'S8INS0|OSIP 1S8J3JUl JO JOIJU0D JO B0U3PIAT "}s@18jul O JIU0D AUe ploAe pue apnyjie
-ainpaood paseiqun ‘|eipedw] Ue SABY JSNW SI0)IPNE [BUISU|
s@I8)ul J0 JOI)JU0D B SUleJU0D JaleYD IpNY [euiju| AyAis[ao [enpiaipul ocLl
‘a|qisuodsal
SI SAINOSXF JIPNY JBIYD S} Yolym 1o} mmmhm #ipne-uou ‘AyAoalqo Jo souspuadapul 0} sjuswiedw)
0} paje|a.l 9ouUBINSSE UlR)qO 0} Sassad00ld aAjeuls)Y | 03 80eyd Ul aq 1S spienBajes ‘Bunipne [euisiul
‘saljljigisuodsal 10 3pISINO ||Bj Jey) sanjiqisuodsal 10/pue sa|ol aAeY
pue saul| Buipodal Jo uoljen|eas olpollad 0} pajoadxa sI 10 SeY dAIINOAXT JIPNY JAIUD U} IBUAA
1108 JYBISISN0 SajILWOD HPNY Bunipny
‘spienBajes sapnjoul JapeyD Jpny [euisiu| |eulalu| puokaq s8]0y SAIINDSXT JPNY 814D ZLLL
J50WJ0 SAINOSXT ‘pleog sy} Yim Ajjosiip joelsiul
181U 3y} pue sajilwo) Jpny ayj o} Aenbal spodal PUE SJEOIUNWLLOD JSNW SANOSXT 1PNV JBIUD SUL
pue 0} $S300€ SBY 3AIIN0AXT JIPNY JBIYD SU} 30USpIAT pieog sy} yym uonoelsiu| joalig LLLL
“Ajnnoe
1PNy |eulaju| a8y} jo souapuadapul jeuonesiuebio
sy} ‘Ajlenuue jses) je ‘pJeog ay) 0} WIUOD sh
“UOIJEAISIUIWIPE 10} JSOWO SANOSXT JOIUD e SAIINOSXT JIPNY JBIYD YL "saniqisuodsal syl [Ny
‘suopjesado 1oy Aj[euoioun) aspIWWod PNy o | 01 AIAIOE JpNny [BUISU| 8} SMO||e Jey) uolesiueblo ay)
0} Buiyioda Ujylm [3A3] B 0} Jodal Jshw 9AlN0aXT JIpnY Jalyd ayl
SAINOSX3 JIpNY JaIyo Buimoys peyo uonesiuebio souspuadapu) |euolesiuebio oLLL
HoMm
J18y} Bulwiopad Ul aA1308(qo 89 IShw sIojpny [BUISjU|
pue ‘Juspuadspul a9 jsnw AJAIIOE JIpNY [BuIdju| aYL
A1Aos(qo pue asuspuadapul 00LL
‘pJeog 8y} pue juswabeuew Jojuas
UM SPIEpUBLS 3} pUB ‘SoluF J0 3poD 3y ‘Bulpny
|euIalU| JO UolURQ Y} ‘Bulipny [BUISU| JO 3010BId
Jeuoissajoid ayj 1o} saidioulid 8109 8y} ‘UoISSI
3y} SSnosIp pjnoys aAindax3 JIpny Jalyd 8yl Jspeyd
JpNY [BUIB)U| BU} Ul PaJO3J4aI 3 JSNW Splepuels
3y} pue 'solyi3 o 3poQ 3y ‘Bunipny [euisiul
10 uonuyaQ ‘Bulipny [eulaju] Jo sol0eId [BUOISSS}01d
sy} Joj sajdioulld 8109 8y} Jo ainjeu Aloyepuew sy |
JUBUSSISSY sjusWWOD 22uapIAg Jo sajdwex3 piepuels | JaquinpN

SAAVANVLS 31NngidLLY

panunuos—sishjeuy Ajjend upny |eusaiu) vi|

T4 24n3i4

Victorian Auditor-General’s Report

Internal Audit Performance



ellesisny—sioipny [ewssju| jo snyisul 8y Aq 210z @ WbuAdon

‘AIAIOB JipNY [BUIBIU| BU} JO S}oadse ||e SI9A00
jeuy; weibold juswanoidw| pue aoueinssy Ajjeno
e ujejuiew pue dojaAsp JSN 8ANaXT JIPNY JaIyD ayL

weiboid Juswanosdwi pue asueinssy Aend 00glL
‘saIpoq [euolssajoid
10 saljiAloe ay) ul sjedioiped o) pabeinoous a1y e
*SUOIJBOIUSD |euolssajod ulejulew o} Jeak
yoes juswdo|ansp |euoissajoid Jusioyns axepspun e
'safunpoddo ‘uawdojansp |euoissajoid
awdojansp |euolssajold 0} SS00E dABH e BuINURUOS YBnoiy} salous}edwWon Jayio pue
:1JB]S JIPNY [BUISU| ‘s||Is ‘aBpajmous| JjaL) souBYUS JSNW SI0}pNE [eulsju|
‘salIAloe | Bs weibold yoealino ue sey JIpny [eussju| juswdo|aAa( [euolssajold Buinujuo)d 0ccL
‘siapiroid S01AISS pue jjels
1PNy [BuIalu| Jo malaal Alosiaadns sjenbape st asay
‘senbjuyos} yipne pue ABojopoyaw “Aungyesur Aldwi jou seop sied [euoisssjold eng
1PNy |euisju| Ul Buluiel} 8A18081 JjBls Jpny [eulsju] | Joypne [eulsjul jusiedwod pue juspnid Ajqeuoses e jo
siopinosd soIMIEs pajoadxa (IS pue aled sy} Aldde jsnw sioypne [ewlsyu)
pue JJelS JIpNY |BUISJU| MBU IO} UOIIONPUI UB S| 88y ale) |BUOISSSJ0Id 8 0zel
‘suoljesiueblio [euoissajold sjendoidde Jsyjo pue
slo}ipny |eulaju| Jo ajnyisu| ayy Aq palajyo suoljeubisap
Se yons ‘suoljeallienb pue suoljeoyuso |euoissajoid
'sue(d juswdojansp |euoissjold  © ajeudoidde Buiuiejqo Aq Aousionyoid Jiayy ajelsuowap
‘suopdiosep 0} pabeInoous ale SIo)pNY |BUISJU| "SUOIIEPUSLIWLIOD3]
qol o} payjul| sseo0id JusliaBeuew souewiopad y o PUE S0IAPE JUBAS|D) S|qBUS 0} ‘sanss| Buibiswe pue
'syjed juswdo|aAap 188D e | ‘spual} 'SeRIAIOR JUSLINO JO UOJRISPISUCD Sessedwoous
‘suonduosep qor e | 3] "saiqisuodsal [euoissajold J1ay} Ino ALieo AjaAioaye
‘SUOI}BOIIH3D [euoissajoid JUBASISY o | 0} SIO}pNY [eusajul Jo painbai saousjedwod Jayjo pue
‘suofjeolyiienb [eucissajoid Jueas|ay e 'S||INS U} 0} SI8)a4 JBU} WIS} SAI09]|00 B S| Aousidlold
‘8ABY JEIS JIpNY [eulsiul Kouspijold oLk
‘a1e0 |euolssajold anp
pue Aouaioyold ypm pawioylad aq jshw sjuswabebusy
ale) |euolssajold ang pue Aoualoyoid 0021
‘Juswiiedwi sy} uodn puadap ||Im 8INSOJOSIP
ayy jo ainjeu ay] ‘saiped sjedoidde oy pasojosip
aqg jshw juswJiedw ayj Jo s|ie}ap sy} ‘soueieadde
10 Joey Ul pastedw s AJAoalqo 1o souspuadapul §|
JUBWISSISSY sjuaWWOoY 92uapIAT Jo sa|dwexy piepuels | JaquinN

SAJVANVLS 31LNgliLLY

panuipuod—sisAjeuy Ajjenp upny jeusadiu] yi|
T4 24n3i4

Internal Audit Performance

Victorian Auditor-General’s Report



eljeyjsny—sio)pny [eusju] o insul YL Aq 210z © WBuAdoD

‘uoljesiueBlio ay}
3pISINO WOy Wes) JUSLUSSasSe 10 J0ssasse Juspuadapul
pauiienb e Aq pajonpuoo sieak g A1aas aouo

:pJeog Sy} YlIm SSNOSIP ISNW SAINO3XT JIPNY JaIYD
3y "uonesiueBio sy} SPISINO WO WEd} JUSLSSISSE 10
Jossasse juspuadapul ‘payiienb e Aq sieak anly Alaas
30U0 JSB3| JB PRJONPUOD 3¢ SN SJUSWISSSSSE |BUIAIXT

JUBWISSOSSY

jSe3)| Je PajoNpUOD JUSWISSISSE |BUISIXS Juspuadapu) SIUBWISSaSSY |eulalxg zLelL
‘SPIEPUE)S B}
0} SW.IOJU0D oM JIay} Bujwjuoo Jspiroid solnes
JIpNE [BUIS}UI PSOINOSINO U} WO JUSWSIBIS Y e
'SPIEpUB)S 3y} O} SOUBWLIOJUOD UO UOIHSSSY e
‘SUOBIBIOSP JEIS e
‘siaplroid 2o1AI8S pue asnoy
| — sjuswabebus Jipne |eulsjul 1o} SMAIAI 3l e
‘(s|d)l) seinsesw souBWIONSd e
‘shanins
3oeqpas) Juswabeuew pue saRILWOD JIPNY e
‘(ssa001d YH) smalnal souewopad Jeis e
'SPJEPUE)S B} 0} SOUBULIOJUOD JO JUSWSSISSE-JI3S o
"19BYD JIPNY [BUISIU| BU} JO MIIADY e
(sa|dwexa) dIponad
‘sjuswabebus
Jphe [euiajul Jaye AAINS Yoeqpas) Juall) e
‘(soujpw "saoljoeid JIpne [eusdjul jo aBpajmou)| JusIdINS
Bupioyuow) sisAjeue pajabpng SNSIaA [BNOY e UM uonesIueBIO Sy} UIyNM suosiad Jayjo
“Japirosd a01AI8S pue ashoy-ul — sjuswsbebus Aq sjusu 10 sjusu Jlos olpollad e
JIphe [euajul 10} SUOJIEN|BAS SOUBWIONSY e
‘1apinoid “Aiaoe Jpny [euisiu|
20IAI8S pUB aSNoy-ul — sjuatwabeBus Jpne |eulsul 841 o soueuopiad aypjo Bunoyuow Buiobuo e
1o} yo-uBis Josinadns pue mainal Jaded JIOM e :8pN[oUl JSNL SJUBWISSSSSE [BUIdU|
(se|dwexs) Buobug S]uslUSSesSSY |eulaiu| LLEL
‘SJUSLUSSISSE [BUIAIXT @
"0lpoLIad — SJUSWSSSSSE [BUISIU| o
‘BuloBuo — sjuswssasse [eulSl| e
"SJUSLUSSISSE [BUIBIXS PUB [BUISIUI UY30g SpNjoul jsnw
"SIJIAIO. JIpNY [eulau| Jo spoadse |y e weiboid Juswanoidw| pue soueinssy Ajijend ayL
:Buanoo weiboid welbold Juswsaoidw|
JuswaAoldw| pue soueINSSY AHEND PajUSWINO0P pue aoueInssy A)[enD 8y} Jo sjuswalinbay oLEL
SJUBWIWOY 92uspIAT Jo sajdwex]g pJepuelg | Jsquiny

SAAVANVLS 31LNgibLLV

panuipuod—sisAjeuy Ajjenp upny jeusadiu] yi|
T4 24n34

Victorian Auditor-General’s Report

Internal Audit Performance



eljeyjsny—sio)pny [eusju] o insul YL Aq 210z © WBuAdoD

'sleak g K19 30UO JSea) Je Juslissasse
|BUIS)XS UB pey Jou Sey PNy [BUIdjU| BIBUM,  ®

‘oljewa|qoid aq Aew uoisialadns juswabebus
pUE 10JIPNY [BUIBJU| O[OS B S| 3I3Y} JIBUAL @

:aq Aew sajdwexy

‘pleog ay} pue juswabeuew

Jojuas o} joedwll 8y} pue 3oUBWIOJUOI-UOU By} 3SOJoSIP
ISNW 8AINoaXT IPNY 12140 3y} ‘AlAlo. PNy [euiaiy|
2y} jo uoljesado 1o adoos [|elano ay} sjoedwl spiepuels
3y} 10 SOIU}T JO PO BY} YJIM SOUBLLIOJUOD-UOU UBYAA

80UBWIOJU0-UON JO 2INS0|9SIq

ceel

‘pajonpuoo uaaq sey jusu |BUISIX3 |NJSS800N
e 1aye pasn ag Ajuo ueo Jnq ‘uswalinbal jeuondo

‘Juswiaje}s e yons poddns welbold

Juswanoidw| pue soueINSSY AJend auj Jo s)nsal
ay JI Ajuo syendoidde si Bupipny Ul JO Bo1j0RIH
|EUOISSSJ01d 83U} J0j SPIEPUE]S [BUOIJBUISIU| By}

UM SWojuod AYiAioe Jpny [euldiul ayj jeys Buesipul
Bunipny [eussiul

10 991j0B1d |BUOISSD}01d 9} J0} Splepuels
|eUoIjeuIdlU| BY} YIM SWLIOUOD), JO 9SN

Leel

99RO JpNY
3y} pue juswabeuew Jojuss o} papiroid usaq sey podal
JUSLUISSISSE |BUJD)XS Juspuadapul ue jey) aouspiag

"}S@I3)Ul JO SJOIJU0O
|enuajod Buipnjoul ‘Wea} JUSISSISSE 10 J0SSISSE
3y} Jo souapuadapul pue suopeoylienb syl e

‘sue(d UoloB BAJOBII0D e
'SIOSSISSE JO SUOISN[OUOD

‘SJUBLUSSISSE |BUIAIXD
pue |eussjul 8y} yjoq jo Aousnbaly pue adoos sy e

:9pn|oul pinoys alnsojosig
‘pJeog 8y} pue Juswabeuew Jojuss 0} welbold
Juswaoldw| pue souelnssy Ajjenyd 8y} 4o sjnsal
3y} 91e0IUNWILLIOD JSNW SA)NOSXT JPNY J8IYD dyL
welboid Juswaroldu|

pue soueInssy Allend ayy uo Buipodey

ocel

‘}JSa133ul JO JIU0D [euajod Aue
Buipn|oul ‘Wea} JUBWISSISSE 10 J0SSISSE [BUIdIXd
ayj Jo aouapuadapul pue suoljesylienb ay] e

pue
'JUBISSaSSE |BUIBIXD JO Aouanbaly pue wioj 3yl e

JUBWISSOSSY

SJUBWIWOY

92uapIAT Jo sojdwex]

plepuelg

JaquinN

SAAVANVLS 31LNgibLLV

panuipuod—sisAjeuy Ajjenp upny jeusadiu] yi|
T4 24n34

Internal Audit Performance

Victorian Auditor-General’s Report



eljeyjsny—sio)pny [eusju] o insul YL Aq 210z © WBuAdoD

*SUOIJOUN} 90UBUIBA0B JaY10 puE ‘Jipne [BuIaixa

PUE [BUIB)UI J3U}0 UM SBI}IAIOE 9}eU|pio-00 pue
UoljeLLIojul BIBYS PINOYS SAINOSXT HPNY JAIYD dUL

‘JIPNY [BUISIU| USSM}S] UOIJEUIPIO-0D JO S8OUSPIAT 9oUEB||9Y puB Uo(jBUIpIo-0D 0s0Z
“8SN SJ Ul paulel) ussq SABY JJE]S JIpny [eulsju| “Rinioe Jipny [eulajul ayy epinf o} sainpaooid
‘sainpaooid pue sspijod pue sajoljod Ysi|gejsa jshw sAIINoax3 Ipny JaluD syl
JO [ENUBIA JIPNY [BUISU| 8)ep-0}-dn e S| 818y | S2INpad0Id pue salvljod ov02
-0)@ ‘dn-moj|o} ‘sisanbal juswabeuew
‘SUISOU0D SBPIWOY JpNY ‘sadA} Jipne
SNOLIBA JUNOOOE OjUl S3YE} UBld JIPNY |BUIBIU| YL
"UOIJEO0||B 90IN0S3. PUB YIOM JIPNY |BUIBU|
Bululejuod Ue|d JIpny [eulaju| panoidde ue s| a1ay ) ‘ue|d panoidde ay; ansiyoe o} pakojdep Ajeaoaye
‘UBJg 1IPNY [BUISIU| 34} BASIYOE pue ‘Jusoiyns ‘ajeldoidde ale saoinosal Ipny
0} pafojdap AjaAnjoaye pue jusioyns ‘sjelidoidde aie [BUISIU] BU3 BINSUS JSNW SARNISXT IPNY J8IUD SUL
ey} sa01nosal ajenbape sey Jipny [eulaju| 20UPIAT Juswabeuely 8oinosey 0€02
‘Suojey|wl| 80nosai Jo Joedul Sy} S}eojunWWod
OS|E JSNW 8AlNO3XT JIPNY JaIyD 8yl ‘|eroidde
pue MaIA31 10} peog au) pue Juswasbeuew Joluss
0} ‘'sabueyo wusjul Jueoyiubis Buipnjoul ‘sjuswalinbal
1300 SAINOSXT JAIUD 90Inosal pue sueld s AJAIOE JIPNY [euIdu|
8y} pue 93IWWOD HpNY 3y 0} AuenBal spodas pue U} SIEJIUNWWIOD JSNU SAINOSXT IPNY JBIUD SUL
0} SS900B SBY 9AIINOSXT JIPNY JaIYD Sy} SOUSPIAT |eAclddy pue uopesuNWWo) 0202
'0}8 ‘salleuuonsanb ‘sdoysyiom
‘smalals)ul el Jndul Juswabeuew st a1ay ]
‘Ueld PNy [BUIBU| BY} JO
juswdojansp ojul Juswabeuew woly indul si 818y
‘sysU pue
saAloalqo oibajel)s uonesiuebio ay) o} sjuswabebus
ypne |eusajul pasodoid syuI| ueld JpNY [eulajul ayL
‘Allenuue jses) je pajepdn pue pamalaal
SI Jey} 8SISAIUN JpNne dAISuayaidwod e si a1ay ]
‘Buluued JIpne |eulsjul peseq-ysi s)i pie "s|eoB s,uoijesiueblo auy} YpIm Juajsisuod ‘Ajaioe
0} JUSLUSSISSE HSIJ |ENUUE UB SJONpU09 JIpNY |Bula| 1PNy |eulBju| 8y} jo sapond ayj auiwisep o} ued
‘aousjeq | PRSEAISH B USIGeISa jSnu aANoaXT PNy JaIUD UL
10 S3UIT 8y} punole }ing dejy aoueInssy Ue s| alay | Bujuueld 0L02
‘uonjesiuebio
3y} 0} aN|eA SppPE JI 21nNsus o} AJIAIOE. JIpNY [eulsju)
sy} abeuew A|3A1IO8YS JSNW SAINOSXT JPNY JBIYD YL
AjAioy upny [eussiu ay3 Buibeueyy 0002
JUBISSISSY SUAWWOH 22u3pIAg Jo sajdwexy pJepuels JlaquinN

SAAVANVLS FONVINHO43d

panuipuod—sisAjeuy Ajjenp upny jeusadiu] yi|
T4 24n3i4

Victorian Auditor-General’s Report

Internal Audit Performance



eljeyjsny—sio)pny [eusju] o insul YL Aq 210z © WBuAdoD

‘aoueuIanob
19pIsuoo AjpAnoe sjuswabebus Jipne |eula|

‘Ueld JIpNY [eulsju] 3y}
10 JuaWdO|ABP Ul PISPISUOD UBS] SBY S0UBUISAOD)

‘Ayljigejunoooe pue juswabeuew
souewlopiad |euoljesiueblo anpoays Bulnsuy o

‘uonyesiueblio sy}
Ulypm sanjea pue solyje ayendoldde Bujowold e

‘|oJjuod pue juswabeuew s BulessIiand e
'suoisioap |euonjesado pue oifsjens Bupiely e

110} s9ssa00.d 3oueUIaA0B s,uoljesiuebio
3y} aaoidwi 0} suojjepuawiwoosal sjeldoidde
9){BW puE SSasSE JSNW ANAIIOE JpNy [BUIaU| BYL

BdUBUIBA0D

olle

‘Joedw| a1nyny J1apIsuU0o pue spyBisul

M3U J3}J0 SUOIJeN|BAS JI3Y} pue SAIloe0Id S1e SIo)pne
usym psoueyus ale anjeA pue AJIqIpaIo Jipny eulsju)
‘yoeolidde paseq-ysu pue ‘pauldiosip ‘onewsisis

e Buisn sassao0id [013u00 pue ‘Juswabeuew

Sl ‘aoueulanob Jo Juswaaoidwl ayy 0} ANGLIUD
PUE 3)en|eAs jsnw AJIAIOE JIpNY [eulsjul ay |

3IOMA JO dunjeN

0012

'sueal SIY} JeYM pUB UoLouN) JIpNY [BUIBU| AIJ08YD
ue Bujurejulew Joj ajgisuodsai s| )| uojjesiueblo
2y} pasiApe sey Japiroid a01A1es aU) 90USPIAT

“Auaoe

1PNy [BUISIU| SAI03YS Uk Bululejurew 1oy Ayjiqisuodsal
ay} sey uoljesiueblio ay} ey aleme uoljesiuebio

3y} ayew jsnw Japiroid ayy ‘AJAIOR Jipny [eulajul

3y} Se SaAISS I3pIAoId S0IAISS [BUIBIXS UB USUAA
Bunipny |eulaju| 1oy A uodsey
JeuonjesiuebiO pue JepIACId SOIAIeS [BuIe)XT

0.0¢

‘aalwwo) Jpny ayj Aq paroidde ale
sabueyo Aue pue ue|d Jpny |BUISIU| 3Y} S0USPIAT

19040
3AIN0SXT JOIYD BU} PUB SSPIWIWOD JPNY BU) 0}
AuenBal spodas sAlnoaxXg JIpNY 81YD 8y} 8ouUspiAg

‘pJeog
3y} Jojpue Juswabeuew 10juss Jo Uoluaje ayj alinbal
Jeyj s1ajjew Jayjo pue ‘sanss| 90UeUISA0B ‘SHsii pnely

Bulpnjoul ‘sanss [04ju0d pue st juesyiubis apnjoul
os|e jshw Buipoday "SPIEPUB)S BU} UM SOUBLLIOJUOD
S}l uo pue ‘ueld s} 0} dAlRE[2I SouBWIOad

pue ‘Ayjiqisuodsal ‘Ajioyne ‘esodind s Alaioe pny
|BUlajU| By} UO pieog ay} pue juswabeuew Jojuas

o} A||eaiporiad podal jsnw aANSXT JPNY JaIYD ayL

pleog ay} pue juswabeue|y Joiusg o0} Buiodey

090¢

ESTIIES
10 uolzeo|jdnp asiwiuiw pue abesanod Jedoid ainsua
0} s1apirold 80]AI9s BUIINSUOD pUE SOUBINSSE [BUIBIX®

Juswissassy

sjuswwod

9oudpIAg Jo sojdwexy

plepuelg

JaquinN

SAAVANVLS FONVINHO43d

panuipuod—sisAjeuy Ajjenp upny jeusadiu] yi|
T4 24n3i4

Internal Audit Performance

Victorian Auditor-General’s Report



eljeyjsny—sio)pny [eusju] o insul YL Aq 210z © WBuAdoD

pue ‘|apow Jo yJomawiel
|0JJu00 JueA3|al e 0} paledw oo sassaooid
|0Jju0d pue juswabeuew su ‘8oueUIaA0H

s, AlIAIJOR BU] JO SSBURAII08YS pue Aoenbspe ayl e

‘[aA3) s|qejdaooe
ue 0} jday| sI ysu jo Joedw [ejjuajod ay} yoiym

UOIJEOO[E 30IN0SI PUE SOM JPNY [ELIBIU] £q suesuw sy pue suolelado pue ‘seoinossl
BuILIBIUOD UB|d JIPNY [BUISIU| panoidde ue s| a1ay) ‘sanoalqo s Aianoe s o} sysi Jueoyiubis syl e

‘uoljewIop ‘soueulopad s} §[04U00

JUBWINOOP puE ‘UoHeULIoUl djen|eAs pue asAjeue Aunioe sy yoiym Aq suesw ayj pue pamalnsl

‘uonewojul Ajuapl ‘Juswabebus ayy wiopad | Bujeq Ay auj Jo SaAIRSIGO pue saIfalelS SUL e
0} JuswabeBus ypne [eusajul Yoes 10) Pamo||o}
ss9001d paul(dios|p pue dljews)sAs e s| a1ay | 11apIsuco

‘sainpsooid pue salolod 1Shw sioypny [euiau| ‘Juswabebus sy Buuueld uj

10 [enuB JIpNY [eUIB)U| B)ep-0)-dn Ue S| a1ay | suolelapisuo) Bujuueld 1022

‘Juswabebus ay} 0} JUBAS|aI SHSH PUE ‘SBA(}03(q0
‘salBsjelis s,uoiesiuello sy} apisuod jsnw ueld syl
‘sSuoleo0||e 20inosal pue Bujwi ‘adoos ‘saaljoalqo

s Juawabebus ayj Buipnjoul ‘Juswabelus yoes oy
ueld e juswinoop pue dojaAsp JSNW SIoHPNY [eusdju|

Buluue|d Juswabebugy 0022
‘JuswaAoldw] snonuuoo
'$]0JJU00 Bujowoid Ag pue Aousiole pue SSauaAljoayd
19pIsuoo Ajaanoe syjuswabebus ypne jeulsju| J1ayy Burjenieas Aq s|04juoo aAioaye Bululejuiew ul

Ueld 1PNy [2WIOI] 3] uoljes|uebio sy} JSISSE Jsnw ANAIOE PNy [BUIBU| 8y L
10 JuawdojaAsp Ul PaIepISU0D Usaq 9ABY S|0JU0D |oluo) ocle

‘Juswabeuew ‘sassa00.d Juswabeuew

Sl 19pIsuoo >_m>=om wucmEmmmmcm Jipne |euwsaju| sU Jo EmEm>o‘_QE_ 8y} 0] 9JNQUIUOD pue SSauUaAlloal8
“UB|q JIPNY [eUIBIU] 343 40 JuawdojaAsp 2y} 2)eN|BAS JSNW AJIAIIOE JIpNY [BUISJU| BYL

Ul paJapisuod Uaaq sey juawabeueuw ysiy Juswabeue ysiy ozle

‘Juswabeuew

pue ‘siapiroid SOUBINSSE JBY}0 ‘SIONPNY [BUISU|

pue [euIaixa ‘pieog sy} ‘Buowe uonewiojul
BulzeolunwWod pue ‘Jo saiIAloe sy} Bueulpio-0) e

‘uoljesiueblio ayj jo seale ajeldoidde
0} UOIjBWIO)U| [043U0D pUE YsII Buljeslunwwo) e

JUBWISSOSSY SJuUBIWOD 9ouUapIAT Jo sajdwex] piepuels JaquinN

SAAVANVLS FONVINHO43d

panuipuod—sisAjeuy Ajjenp upny jeusadiu] yi|
T4 24n34

Victorian Auditor-General’s Report

Internal Audit Performance



eljeyjsny—sio)pny [eusju] o insul YL Aq 210z © WBuAdoD

‘Juswabebus ayj Joj o

-ubis pue mairal Alosiaiadns ayenbape jo aousping
“Xijew

|0Jju0o pue ysu Jo welboid yiom Juswabebus ay) o}

"SUOISN|OU0D pUE SHNsal Juswabebus
ay} poddns o} uoleWw.Iojul [NJ3SN pue ‘JueAd|al
‘3] el|a] 'JUBIOIYNS JUBWINJOP JSNW SIOHPNY (Ul

Buiubile yuswabeBus ayj 1oy siaded yiom ajenbapy uoljewloyu| BunuswnooQq 0€ee
‘Juswabebus ay} 1o} o
-ubis pue majral Alosiaiadns syenbape jo sousping ‘'suoljen|eAs

“Xljew
|0JJu00 pue ysu Jo welboid yiom Juswabebus ay) o}
Buiubie yuswabebus ayy 1oy siaded yiom ayenbapy

pue sasfjeue ajeudoidde uo synsal juswabebua
puUB SUOISN|OUOD SSE( JSNW SIo}pNE [BUIa|

uolen|eag pue siskjeuy 0z€2

‘Juswabebus ayj Joj Jo

-ubis pue majral Alosiaiadns ayenbape jo aouspirg
‘weJBoud yiom Juswabebus ay) 0}

Buiubile yuswabeBus ayj Joj siaded yiom ajenbapy

‘saAoalqo sjuswabebus
Sy} 9A3IYOE 0} UONJBLLIOJUI [NJ3SN PUE JUBAS|SI
‘a|qel|a) ‘Jualons AJjuspl Ishu SIo)pne [euIaju|

uoneulioju| BuiAyyuep) olez

'saANoalqo sjuswabebus
3} 3ASIYOE 0} UOIJRLIOlUl JUSIOWNS P10dal
pue ‘sjenjeAs ‘ssAjeue ‘Auspl jsnuw SIo)pNy [eUISU|

juawabebul ayj Bulwiopiad 00€Z

"XlJJew |0J3U00 pue ¥sii Jo welboid ylom juswabebus
pajuawnoop e Bulpnjoul ‘juswabebus Jipne [eulajul
yoea Joj Bujuueld ayenbape si a1ay} 2ouspiAg

'saAl0alqo Juswabebus ay) aralyoe jey; swelboid
340M JusWNOOp pue dojaAsp IS SIoHPNY [BUISIU|

welbold YIopA uawebebug ovez

‘sjuswalebus ypne [euiajul o} payeso|e
U9 dARY S80IN0SaI djenbape jey} souspiAg

'$90IN0S3I
a|qelleAR pUE ‘Sjulessu0d awl ‘uawabebus yoes
10 Ayx@|dwWw oo pue aInjeu auj J0 UOKEN|BAS Uk Uo paseq
saNIoalgo JuswabeBua aAsIyoe 0} S80IN0S3I JUBIONS
pue ajeldoidde aujwIa)ep JSNW SIO)PNE [eUId]|

UoIeO0||y 90In0say juswabebu] 022

‘suoljewi| adoos
pue adoos ypne Buipnjoul ‘juswabebua ypne [eulsjul
yoea Joj Buluueld syenbape si a1ay} souspirg

‘Juswabebua ay} Jo saA03[qo Ay}
SA3IYoE 0} JUBIoYNS 34 jsnw adoos paysiige)ss ay |

2doog juswebebu] 0zze

Juswabebus sy} Joj paubisap Ajjeoyioads
saAloalqo Jipne Buipnjoul Juswabebus Jipne [euladl
yoea Joj Bujuueld ajenbape si aisy} souspirg

‘Juswabebus Yyoes 1o} pays||qelse ag SN saARRslqO
$aA1303[qO Jswabebug oLze

'$988990.d [04jU00 pue Juswabeuew
3sH ‘aoueulanob s AjAljoe sy} 0} sjuswanoidwl
jueoyiubis Bupjew loj saipunpoddo ay] e

Juswissassy

sjuswwod

9oudpIAg Jo sojdwexy

piepuels JaquinN

SAAVANVLS FONVINHO43d

panuipuod—sisAjeuy Ajjenp upny jeusadiu] yi|
T4 24n3i4

Internal Audit Performance

Victorian Auditor-General’s Report



eljeyjsny—sio)pny [eusju] o insul YL Aq 210z © WBuAdoD

‘Hodal yipne ayj ul
pajie}op Usag SABY SUOISSIWO IO SI01IS JO d0USPIAT

‘uoljeoIUNWILIOD [euIBLO

3U} PaAIa0aI oym salped ||e o} Uoljelwlojul PajoalIod
2]EOIUNWLIOD JSNW SARNOAXT JIPNY J3IYD 3} ‘UOISSIWO
10 10113 JueoyIuBIS B SUIBJUOD UOIBDIUNLILIOD [BUY B j|

‘Juswabebua
JIpne [BUIB)UI UE 10} SUOISSIWO 10 SI0113 JO 80UpP|AT SUOISSIWQO pue slolg L2ve
‘abejs podal
aUj Je yjo-ubls pue malAal sapnjoul Jey) sjuswabebus
Jpne Jeussjul oy sssooid Ajjenb ewo) e si a1ayl
s1aded spom juswieBebus “Alawiy pue ‘839]dwod ‘SAONIISUOD ‘8SI10uU0o
oy} JsuleBfe pamalnal ale 9say} pue spodal Jipne 11E3}0 *3A1j03]q0 *2]eINd0E 34 1L SUoHEOIUNILIOD
Buliedsid Joy ABojopoylew JuslsISUOO B S| a1ay L SuoledIUNWWOY JO AYjend ocve
's}nsal pue ‘adoos saAl}03lqo
‘Rem AjaLLl} B Ul SSJIULIOD JIPNY SU} PUB SIUSID s juswabebus sy} apnjoul JsSnW SUOI}EDIUNWWOD
Jpne 0} paynquisip Bulag spodal Jiphe jo a0uspIAg Buryeojunwiwo?) Joy eusiuD oLve
‘sjuswabebus
10 S)|NSa1 8y} S}EOIUNWIIOD JSNW SI0}PNY [BUIS]|
s}|nsay Buljesjunwwo) oove
‘Juawabebus ay} 1o} o
-ubis pue majral Alosiaiadns ayenbape jo aouspirg
'sabejs A8y je syo-ubis sapnjoul jey) sjuswabebus
Jpne [eulajul 1o} ssaooid Ajllenb |ewloy e si a1sy ] ‘padojansp
‘siaded | S!4EIS pue ‘painsse si Ajjenb ‘parsiyoe ale sanpalqo
ylom Bunedaid 1o} pue sjuawabebua Jpne [eulisjul ainsua o} pasiasedns Ausdoud g 1snu sjuswabebus
Bulonpuoo Joy ABojopoyjew JUiSISUoO e si a1ay ] uolsiniedng juswebebug ovee
“9AIINOSXT
Hpny Ja1yd sy} Ag Jo-paubis ale spodal Jipny
‘sjuswabebus
Jpne [eusjul Joj sBuissw Buisolo pue
sbunesw Buiuado spuspe sAlNOSXT JIPNY JBIUD Sy L
‘sjuswabebus ypne
Jeussjul Joy sss00.4d malnal Ajifenb [ew.o) e st a1sy
‘Ipne sy} asialadns o} uosiad sjendoidde
ue pajeoo|[e s| jJuswabebus Jipne [eussul yoeg
‘ABojopoyow
93U} JO 9SN Ul paulel} Usaq SABY JJE)S JIPNY [BUIa|
‘sieded
suom Buredaid Joj pue suswabebus Jpne [eussiul
Bulonpuod 4oy ABojopoyaw JUSISISU0O B SI 318y L
JUBWISSISSY sjuUaWWOYH ?2uapIA7 jo sajdwex3 piepuels Jaquinp

SAAVANVLS FONVINHO43d

panuipuod—sisAjeuy Ajjenp upny jeusadiu] yi|

T4 24n3i4

Victorian Auditor-General’s Report

Internal Audit Performance



eljeyjsny—sio)pny [eusju] o insul YL Aq 210z © WBuAdoD

9PIWWOYD HPNY 3} 0) papodal S| uonoe dn-mojjo-
'sue|d UojJOB pue SUOIIEPUSWW0D3]

Jpne jo dn-moj|o} olpouad Jo souspiAg

EENVTV<1o}

1PNy 8y 0} paplodal Aeinbal si sueld uoloe pue
suoljepusWW 093] Jo uoljejuswa|dwi uo ssaiboid
‘pajepdn pue pamsinal

AueinbBail si jeyy soe|d ul s1 wejsAs dn-mojjo)

‘JuswabeueW 0} PBJEOIUNLIWOD
s}nsal Jo uolisodsip ay} Jo}UOW 0} Wa)sAs e
ulejuiew pue ysljqeiss jsnw sAinosx3 Jpny Jaiyo syl

ssaiboid Buliojiuopy 00SZ

'$89001d PISIOPUS PUB PRINJONIIS B SMO||0}
podal Jipne ayjy o uojuldo [|BI3A0 B} 30UBPIAT

‘uoljeLLIojul [NJash pue ‘JueAalal ‘ajqel|al

‘uarolns Aq papoddns aq jshw uoluido ||eiaA0

3y "sIap|oyayels Jayjo pue ‘pieoq ayj ‘Juswabeuew
J0luss Jo suoljejoadxa ayy pue ‘uoljesiuefio

3y} Jo SHSlI pue ‘sanloalqo ‘salbajelis ayy Junoooe
ojul Y&} jSnw §i ‘panssi si uojuldo ||e1aA0 Ue USUAA

suoiuldo [1e1eA0 052

“1904O 8AIINOAXT JBIYD dY} pue d3PIWWO0D PNy
8y} ‘Jual|o JIpne 8y} 0} painquUisIp aie spodal Ipny

Juswabelus
ypne [eulsjul A1aAs 1oy paledald si podal yipne uy

‘saiped ajeldoidde sy} 0}
s}iNsaJ 9}e0jUNWWIOD JSNW SAIINOSXT JPNY J8IYD dYL

s)nsay Buieuiwassiq orve

‘podal Jipne ayy

Ul pa|iejop Uaaq Sey OUBLIOJUOD-UOU 3Y} dOUSPIAT
Juswabebus

}JIPNE [euJajUl Ue 10} SPIBPUB)S BU} 10 SOIU}T JO 3poD
ay} ‘Bunipny [eusaju] jo uoluyag ay3 ‘sajdiourid
2100 3} YJIM 30UBLLIOJUOD-UOU JO S0USPIAT

‘s)nsal juawabebua pajesiunwwos ay} pue
juswabeBus ay} Uo SOUBLLIOJUOD-UOU Jo Joedw| e

puE {80UBWIOJUODO-UOU IO} (S)UOSeay e

‘pansiyoe jou sem
S0UBLLIOJUOD | [N} YDIyMm Yjim (S)plepuels 1o solyig
40 8p0D Y} 40 1oNPU0D Jo (S)ani 1o (s)aidiouLd e

13U} 9S0JOSIp JSNW S)NSaJ BU)} JO UOIEDIUNWIWOD
‘Juswabebus oyoads e sjoedwi spiepuels
Sy} J0 SOIU}T JO BPOD B} U)IMm SOUBWIOJLOO-UOU USUAA

80UBLLIOJUOD-UON 4O 8Insojosi( Juswabebug Leve

‘Juswaje)s ay} poddns welboid Juswaaoiduwl| pue
aoueInssy AJlend ay} jo synsal ayj i Ajuo ajendoidde
s| Buiyipny |eulaju| jo soljoeld |BUOISS)0ld

2y} 0} SPIEPUE)S |BUONJEUISIU| BU} UM SOUBLLIOJUOD
u| pajonpuod, ale sjuawabebus jey; Buels

Bunipny [eussiu] jo sonoeld

‘pajonpuod
U3 SBY JUSWISSISSE [BUISIXS |NJSS800NS |eUOISS®j0ld 8y} 10} spiepuelg [euoeulsiu]
e Joye pasn aq Ajuo ued jng ‘Juswalinbal jeuondo 3Y] YIM SOUBLWIIOUOD Ul PJONpU0), JO asn 0V
JUBWISSISSY sjuUsWIWOD 99uapIAg Jo sajdwexy piepuels Jaquinyy

SAAVANVLS FONVINHO43d

panuipuod—sisAjeuy Ajjenp upny jeusadiu] yi|
T4 24n3i4

Internal Audit Performance

Victorian Auditor-General’s Report



eljeyjsny—sio)pny [eusju] o insul YL Aq 210z © WBuAdoD

9PIWWOYD HPNY 3} 0) papodal S| uonoe dn-mojjo-
'sue|d UojJOB pue SUOIIEPUSWW0D3]

Jpne jo dn-moj|o} olpouad Jo souspiAg

EENVTV<1o}

1PNy 8y 0} paplodal Aeinbal si sueld uoloe pue
suoljepusWW 093] Jo uoljejuswa|dwi uo ssaiboid
‘pajepdn pue pamsinal

AueinbBail si jeyy soe|d ul s1 wejsAs dn-mojjo)

‘JuswabeueW 0} PBJEOIUNLIWOD
s}nsal Jo uolisodsip ay} Jo}UOW 0} Wa)sAs e
ulejuiew pue ysljqeiss jsnw sAinosx3 Jpny Jaiyo syl

ssaiboid Buliojiuopy 00SZ

'$89001d PISIOPUS PUB PRINJONIIS B SMO||0}
podal Jipne ayjy o uojuldo [|BI3A0 B} 30UBPIAT

‘uoljeLLIojul [NJash pue ‘JueAalal ‘ajqel|al

‘uarolns Aq papoddns aq jshw uoluido ||eiaA0

3y "sIap|oyayels Jayjo pue ‘pieoq ayj ‘Juswabeuew
J0luss Jo suoljejoadxa ayy pue ‘uoljesiuefio

3y} Jo SHSlI pue ‘sanloalqo ‘salbajelis ayy Junoooe
ojul Y&} jSnw §i ‘panssi si uojuldo ||e1aA0 Ue USUAA

suoiuldo [1e1eA0 052

“1904O 8AIINOAXT JBIYD dY} pue d3PIWWO0D PNy
8y} ‘Jual|o JIpne 8y} 0} painquUisIp aie spodal Ipny

Juswabelus
ypne [eulsjul A1aAs 1oy paledald si podal yipne uy

‘saiped ajeldoidde sy} 0}
s}iNsaJ 9}e0jUNWWIOD JSNW SAIINOSXT JPNY J8IYD dYL

s)nsay Buieuiwassiq orve

‘podal Jipne ayy

Ul pa|iejop Uaaq Sey OUBLIOJUOD-UOU 3Y} dOUSPIAT
Juswabebus

}JIPNE [euJajUl Ue 10} SPIBPUB)S BU} 10 SOIU}T JO 3poD
ay} ‘Bunipny [eusaju] jo uoluyag ay3 ‘sajdiourid
2100 3} YJIM 30UBLLIOJUOD-UOU JO S0USPIAT

‘s)nsal juawabebua pajesiunwwos ay} pue
juswabeBus ay} Uo SOUBLLIOJUOD-UOU Jo Joedw| e

puE {80UBWIOJUODO-UOU IO} (S)UOSeay e

‘pansiyoe jou sem
S0UBLLIOJUOD | [N} YDIyMm Yjim (S)plepuels 1o solyig
40 8p0D Y} 40 1oNPU0D Jo (S)ani 1o (s)aidiouLd e

13U} 9S0JOSIp JSNW S)NSaJ BU)} JO UOIEDIUNWIWOD
‘Juswabebus oyoads e sjoedwi spiepuels
Sy} J0 SOIU}T JO BPOD B} U)IMm SOUBWIOJLOO-UOU USUAA

80UBLLIOJUOD-UON 4O 8Insojosi( Juswabebug Leve

"pajoNpPuUod
U99q SBY JUBLUSSISSE [BUIS)XD [NJSSI00NS
e Jaye pasn ag Ajuo ued jng ‘uswailinbal jeuondo

‘Juswaje)s ay} poddns welboid Juswaaoiduwl| pue
aoueInssy AJlend ay} jo synsal ayj i Ajuo ajendoidde
s| Buiyipny |eulaju| jo soljoeld |BUOISS)0ld

2y} 0} SPIEPUE)S |BUONJEUISIU| BU} UM SOUBLLIOJUOD
u| pajonpuod, ale sjuawabebus jey; Buels
Bunipny [euisju) jo aonoeld

|BUOISSS)0.1d Y} 10} Spiepue)s [euoljeulaju|

9y} Y}Im 82UBWIOIIOYD Ul Paonpuo), Jo 8sn oeve

Juswissassy

sjuswwod

9oudpIAg Jo sojdwexy

piepuels JaquinN

SAAVANVLS FONVINHO43d

panuipuod—sisAjeuy Ajjenp upny jeusadiu] yi|
T4 24n3i4

Victorian Auditor-General’s Report

Internal Audit Performance



eljeyjsny—sio)pny [eusju] o insul YL Aq 210z © WBuAdoD

'Soly13 0 3P0 Y} payoealq

aAeY ABW JJBIS JIPNY [BUISIU| S18UM S9USPIAT ‘Bulipne [eusajul jo uoissajoid sy} ul a1nyno [edlyld
‘|lauuosiad Japiaoid SOIAISS pUE e JIpNY ue sjowoid 0} s SOIY}T Jo 9poD 8y} jo asodind sy

Jeulaju| Aq paubis suoljele[osp JSaIa3UI JO JIJU0D ‘fousedwio) e
'S2INSO[OSIP }S213)Ul JO JOIIUOD JO SOUSPIAT ‘Ajjenuspyuo) e
‘ainpaooid Anpslqo e

1S913JUl JO JOIIJUOD B SUIBJUOD JSHBYD JIPNY [euaju| b e
'JoNpU02 J0 8p0d Uolesiuehlo 191413 40 3poI VII

‘pleog aUy} 0} Jojewl 3y} S}eoJUNWLIOD JSNW SAINOAXT
IPNY J8IYD U} ‘paA|0Sal US3q JouU Sey Jajew au) jey)
SaUIWIBJeP SAINOSXT JIPNY JIUD dU} §| Juswabeuew
J10]USS UM JSJjeW BU} SSNOSIP ISNW dAIINOXT IpNY
J31yD auy} ‘uonesiuebio ayj} 0} s|qejdacoeun aq Aew
Jeu} ysu [enpisal Jo [9A3] e pajdacoe sey Juswabeuew
J0JUaS Jey} SaA3IIaG SAINOXT NPNY JBIUD dY} USUAA

'PaAj0Sal SBM J JBUjaUM

puUe ‘a3WWoY JPNY a3 pUE juswabeuew Yim
passnosip usaq sey Jeyj Jayaym ‘Juswabeuew Aq
pajdaooe yslii JO [9AS] B} UyM SaNSS| SBY SAINOAXT

1IPNY 481U By} 219UMm SSOUBISUI JO 80USPIAT s)sIy Jo aouejdaosoy ay3 buigesiunwwon 0092
JUBWISSOSSY SJuUBIWOD 9ouUapIAT Jo sajdwex] piepuels JaquinN
SAUVANVYLS FIONVINHO4d3d

panuipuod—sisAjeuy Ajjenp upny jeusadiu] yi|
T4 24n3i4

Internal Audit Performance

Victorian Auditor-General’s Report



J10d
pyY

110
ng

14BiIH

5Juco
aod

AO

mno

panuiuor—sisAjeuy Aujenp upny jeussiu) vi|
T4 24n3i4

Victorian Auditor-General’s Report

Internal Audit Performance



ellensny—siopny [eusalu| Jo ainmsu| oy Aq 1107 ® WBAdoD

‘eljeJisny sJolpny |euJalu| JO a1nlisu| /224nos

‘pJeog sy} Jo Juswabeuew Joluss Ag suonoe Buipnjoul

‘uswanoidwl Joj saiunpoddo ueoyiubis ussaldai osje Aew Asy| “uoljesiuefio sy} 0} anjeA ppe o} [eijusiod sy

pue ssausAloaye sANAIOR 8U] Uo J0aye aAlebau jueolubis e Ay AjlBnsh [|Im salousiolep asay| Alobaieo Jolell
pue Tonoss ‘SoIYlT 40 8p0D BY} JO JUBWB|S 10 piepue)s [ENPIAIPUI 84} JO SBAR0B(q0 au) 4o ||e/AuBw aAsIyoe o) Buljie) s|
10 ‘ypm Ajdwod o3} spoye yiey-poob Bupjew jou s| ‘jo aieme Jou S| AJAJOR S} JeU} papn|ouod Sey Joyen|eAs au} sues|y

wiiojuod 10N seoq

‘uonesiueblio

8y} Jo pleog 8y} J0 Juswabeuew JojUSS 0} SUOIFBPUSLILLIODSI Ul }NSal Aew pue AJAJOE 8y} JO |0JjU0d 8y} puokaq aq
Aew salousiolep Y} Jo sWOS "SOAI0S[qO JIay) Buiaaiyoe Jo/pue SOIU)F Jo apo) Jo spiepuels ay) Bulkidde AjaAiosye
ul Juswanolduwi Joy sapunpoddo Jueonyiubis swos Juasaldal Ajlensn M siy] SsaAioa(qo Jofew ayj jo swos Buiasiyoe
10 Hoys ud||e} sey ing ‘AT0Da1ED Jolell pue TOROSS ‘SOIY}T 40 9p0Y SU} JO JUsWS|s 10 pJepuelg TeNpIAIpUl 8y}

10 sjuswalinbal ay} yum Aldwod 0} spoys ypes-poob Buiew si AJAI0E 8yl 1Byl Papniou0d Sey 0jen|eAs sy} sues|y

swiioyuod Ajjeiued

'S8AJ0B[qo paje)s Jisy) BuiAsIyoe jou si 1o ‘AjoAnosye

way} buifidde jou si ‘so1y1g 40 8pOD By} Jo Spiepuels sy} pajuswaldwi jou sey ANAIOE 8y} aloym suoienys jussaldal
Jou p|noys asay} Ing ‘Juswsaoidwl Joy saiunpoddo jueoyiubis aq Aew s1ay] AloBaieosuoioss sy} ulyim ‘sisyio

2y} 0} AJwiojuoo |eiped pue ‘solyjg JO 8P SY} JO SJUSWS|S 1O SPIEPUBLS [BNPIAIPUI 8} Jo Ajiofew e 0} Ajwlojuod
|eJausb sI alay} Jey} sueall siy} ‘Sal1oba3ed Jolel pue SUoRoss 8y} Jo4 'sjoadsal [elojew [je ul SoIyyg Jo 8poDd

Y} JO JusWa|e 1o piepuels [ENPIAIPUT 8y} jo syuawalinbal ayy yum Ajdwoo ‘paijdde aie Asy) yoiym Agq sessaooid oy}
se ||om se ‘AlIAlo. oy} 4o sainpaocold pue ‘seioljod ‘salnjoniis JUBAS|S) BU) JBY} POpN|OU0D SBY J0}eN|BAS 8y} SUBs|y

swoyu0) Ajjeieuss

puaba

panuijuod—sisAjeuy Axjenp upny jeusaiu] yi|

T4 a4n3i4

Internal Audit Performance

Victorian Auditor-General’s Report






Report title Date tabled

V/Line Passenger Services (2017-18:1) August 2017

All reports are available in PDF and HTML format on our website www.audit.vic.gov.au

Victorian Auditor-General’s Office
Level 31, 35 Collins Street
Melbourne Vic 3000

AUSTRALIA

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

Victorian Auditor-General’s Report Internal Audit Performance



	Internal Audit Performance

	Contents

	Acronyms


	Audit overview
	Conclusion
	Findings
	Recommendations
	Responses to recommendations


	1
Audit context
	1.1 Role of internal audit

	1.2  Legislation, standards and better practice

	1.3 Public sector internal audit functions

	1.4  Why this audit is important

	1.5 What this audit examined and how

	1.6
Report structure

	2 Establishing effective
internal audit functions
	2.1
Conclusion
	2.2 Chief audit executive

	2.3 Internal audit resourcing and quality assurance

	2.4 Internal audit governance
	2.5 Internal audit planning

	3 Measuring performance and communicating insights
	3.1 Conclusion
	3.2 Measuring and reporting
	3.3 Communicating outcomes and insights
	Appendix A. Audit Act 1994 section 16—submissions and comments
	Appendix B. Legislation, guidance and better practice
	Appendix C. Assessment of internal audit charters
	Appendix D. Model assurance map
	Appendix E. Better practice performance measures
	Appendix F. Internal audit quality assessment


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


