Appendix A:
Submissions and comments

We have consulted with the Department of Education and we considered its views when
reaching our audit conclusions. As required by the Audit Act 1994, we gave a draft copy of
this report, or relevant extracts, to the Department of Education and asked for its
submissions and comments.

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

Responses received

Agency Page

Department of Education A-2
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Response provided by the Secretary, Department of Education

Department of Education

Secretary 2 Treasury Place
East Melbourne Victoria 3002
Telephone +613 9637 2000

COR260504818

Mr Andrew Greaves
Auditor-General
Victorian Auditor-General’s Office

Dear Mr Greaves
Proposed report: Delivering School Upgrade Projects

Thank you for your letter on 13 May 2026 and the opportunity to comment on the proposed report
for this performance audit.

The Department of Education is committed to continuous improvement and recognises the value of
reviewing whether the Victorian School Building Authority (VSBA) is delivering the school upgrade
program in line with government expectations. We appreciate the work that VAGO has undertaken
in delivering this audit.

The department accepts all 6 audit recommendations, and the department’s action plan for these
recommendations is attached.

While the department acknowledges many of the findings outlined in the report and has accepted
the recommendations, there remain several areas where the department does not agree with VAGO.
Throughout the audit process, the department provided detailed feedback and clarification regarding
several factual matters. However, the report does not fully reflect this information, resulting in a risk
that the significance of the identified issues may be overstated, and that the complexity of the
operating environment for delivering major infrastructure programs is not fairly considered.

The department also has concerns regarding the interpretation and publication of school condition
data, which when viewed without sufficient contextual information regarding methodology, timing,
funding scope and project-specific circumstances, may lead to simplified comparisons or conclusions
that do not accurately represent overall asset performance or investment outcomes.

The department’s key concerns regarding specific findings are set out below:

Key Finding 1 - Targeting schools in poor condition: ‘VSBA does not always make recommendations
for school upgrade projects in line with its strategies for improving school conditions’

Framing of issue

The school upgrade program is valued by school communities across Victoria who welcome funding
to upgrade and modernise their spaces. With over 1,600 government schools across the State,
government balances a range of factors including condition assessments, enrolment projections, and
pre-existing project plans, when determining which school upgrade and modernisation projects to

Your details will be dealt with in accordance with the Public Records Act 1973 and the Privacy and Data Profection Act 2074. Should you have any ORIA
queries or wish to gain access to your personal information held by this department please contact our Privacy Cfficer at the above address Sute
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Response provided by the Secretary, Department of Education, continued

fund.

Throughout the report, VAGO has framed the purpose of the school upgrade program by stating that
the program is in place to “make sure no school is in poor condition by 2034”. This is not accurate as
the school upgrade program is in place to upgrade and modernise schools.

Advice to government

VAGO has misunderstood the role of the department in providing advice and the role of the
department in supporting the preparation of a Minister’s business case which seeks funding through
the annual state budget process and has conflated these processes. The department accepts that
there is an opportunity to further mature its documentation processes.

Key Finding 2 - Delivering school upgrade projects: ‘VSBA's costings and timelines for school
upgrade projects are not always transparent’

Costings process

The department agrees it is important that both government and the Victorian community have
confidence the department can deliver school upgrade projects on time and on budget and is
transparent about any changes to these parameters.

When developing the costings for a project, the VSBA uses all available information, which is refined
over time, to ensure each individual school project receives the funding it needs to deliver an
announced project. The VSBA uses a costing model with portfolio-wide assumptions, which are then
customised to reflect each school’s unique circumstances. VAGO has described this process as ‘ad
hoc,” when instead the department’s approach enables accurate costings tailored to individual
schools to be calculated. The department does acknowledge that further maturity of the
documentation of this costing approach is needed and has accepted the relevant recommendation.

Delivery metrics

The vast majority of school capital projects delivered by the VSBA are completed on time and on
budget. Where there are changes to delivery dates or announced Total Estimated Investment (TEI)
these are reported annually in Budget Paper 4 (BP4).

VAGO has used internal reporting documents to infer that a significant number of projects are not
delivered on time or on budget, instead of using final project data as reported in BP4 that is in the
public domain and follows whole-of-government requirements regarding time and budget data.

This reporting is in line with the Financial Management Act 1994 and the Resources Management
Framework requirements and includes additional funding contributions from a school or other third
party to increase the scope of the project. These types of projects have a revised TEI that is published
in BP4 and do not reflect an exceedance of the project budget for the announced scope as allocated
in a State Budget.

While VAGO has indicated that costs have exceeded VSBA’s estimate in 29 per cent of projects, the
correct figure is 10.8 per cent of projects.

Where VAGO indicated that timelines have exceeded VSBA’s estimate in 25 per cent of projects for
the period 2017-18 and 2025-26, the correct figure is 18.7 per cent of projects. It should be noted
that the period under review by VAGO includes of the COVID-19 pandemic and associated industry
shutdowns for construction projects (noting school upgrade projects were not categorised as

Your details will be dealt with in accordance with the Public Records Act 1973 and the Privacy and Data Protection Act 2014, Should you have any ORIA
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Response provided by the Secretary, Department of Education, continued

essential projects).
Financial controls

VAGO has stated that “VSBA does not have adequate controls over key financial data.” The audit did
not investigate any of the department’s financial controls and the department rejects this assertion.

Key Finding 3 - Meeting school needs: ‘VSBA could do more to make sure upgrades meet school
needs’

Factual inaccuracies

While the department is always seeking to improve our ways of working with schools, there are a
number of factual inaccuracies in this section. The department wishes to confirm that the VSBA:

* does consider whole of life costs when approving project variations, lifecycle considerations
are embedded in the approved design and standards framework within which variations are
assessed

e has multiple channels for schools and suppliers to provide feedback on their school upgrade
project and on the VSBA

e does have a formal process for evaluating school upgrade project compliance with the
VSBA's Building Quality Standards Handbook which is managed through the VSBA’s Capital
Program Assurance Service.

Data dashboard

The department does not support the publication of condition scores in this dashboard as it is
fundamentally misleading, implying a causal relationship between the datapoints, and not
necessarily reflective of the current condition score of a school. It also does not include other
infrastructure funding that a school has received.

As provided to VAGO, and publicly stated, condition scores are generated as part of the Rolling
Facilities Evaluation (RFE) program, which delivers condition assessments to every government
school across a 5-year cycle. A single condition score is just one element within a comprehensive
asset management system that identifies, prioritises, and addresses maintenance issues to ensure
schools remain safe and in good condition.

Condition scores are a snapshot of a school’s condition at a point in time and are not updated after
maintenance works. This means the scores are outdated almost immediately, when maintenance
works are undertaken, and therefore do not necessarily reflect the current condition of the school.

Schools receive funding through the Planned Maintenance Program (PMP) to address high priority
maintenance tasks identified through their RFE condition assessments but are responsible for
addressing remaining RFE maintenance tasks as part of School Maintenance Plans, using funds
allocated under the Student Resource Package. When the Planned Maintenance Program addresses
Priority condition issues identified by the RFE, conceptually the score improves. It is also the
department’s strong view that publication of the dashboard is misleading as it assumes a causal
relationship between the datasets, and it is not in the public interest to publish these datapoints
together.

Should your staff wish to discuss the department’s response, please contact Shamiso Mtenje,
Executive Director, Assurance, Knowledge and Executive Services on || NN or

Your details will be dealt with in accordance with the Public Records Act 1973 and the Privacy and Data Protaction Act 2074, Should you have any ORIA
queries or wish to gain access to your personal information held by this department please contact our Privacy Officer at the above address
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Response provided by the Secretary, Department of Education, continued

Yours sincerely

L

Tony Bates PSM

Secretary
26/05/2026

Encl.: Department’s feedback on the proposed report and final action plan

queries or wish to gain access to your personal informetion held by this department please contact our Privacy Officer at the above address
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Response provided by the Secretary, Department of Education, continued
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Response provided by the Secretary, Department of Education, continued
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