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Review snapshot

Does the government pay its suppliers on time?

Why we did this review

When suppliers do business with Victorian Government agencies, they expect to be paid on time. Paying supplier
invoices on time is important for helping businesses manage their cash flow. It also helps to maintain the
government's reputation as a reliable business partner.

In 2021, the state government amended the 2004 Victorian Government Fair Payment Policy (the Policy). The Policy
applies to 39 agencies, including all government departments. Under the amendment, these agencies must pay
invoices for contracts under $3 million within 10 business days. This was to help manage COVID-19 pandemic
impacts by providing cashflow certainty.

We did this review to see if agencies are paying on time, and if publicly reported information about payment
timeliness is accurate and transparent.

Key background information

The Policy applies to

39 agencies

For contracts under $3 million,
agencies must pay invoices within |
10 business days =

In 2024-25 agencies paid
1.4 million invoices, totalling $9.6 billion //37

under the Policy

Source: VAGO, based on the Department of Jobs, Skills, Industry and Regions' data and data sent by agencies.

What we concluded

Agencies under the Policy reported collectively that they paid 81.5 per cent of relevant invoices on time in 2024-25.
But publicly reported data on payment timeliness is not complete or accurate. We also found opportunities for some
agencies to improve their payment processes.

We examined 6 agencies in detail and found differences in:
e the way each agency processes invoices
e starting points they use to measure payment timeliness

e transaction types they include in their reporting.

We found these differences come from different applications and interpretations of the Policy, and limitations in
agencies' accounts payable systems and internal processes.

We also found that the Department of Jobs, Skills, Industry and Regions and the Victorian Small Business
Commission do not check the data agencies provide to ensure publicly reported data is complete and accurate.

We made 9 recommendations to ensure agencies are capturing accurate, consistent and comparable data.
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Our key findings

What we examined

Our review followed 2 lines of inquiry:

1. Does the government pay its private sector suppliers according to contracted or otherwise agreed payment
terms?

2. Is the data agencies provide to the Department of Jobs, Skills, Industry and Regions (DJSIR), and published by
the Victorian Small Business Commission (VSBC) about their invoices, timeframes and compliance rates reliable
and do entities fairly present performance publicly?

To answer these questions, we examined 6 agencies in detail:
e Country Fire Authority (CFA)

e Department of Families, Fairness and Housing (DFFH)

o  Department of Health (DH)

e Department of Justice and Community Safety (DJCS)
DJSIR

Museums Victoria (MV).

We examined the VSBC and its role with the Policy. We also examined another 6 agencies and included their data in
our dashboard. These agencies are not part of the detailed examination in this report:

e Department of Education (DE)

e Department of Energy, Environment and Climate Action (DEECA)
e  Department of Government Services (DGS)

e Department of Premier and Cabinet (DPC)

e Department of Transport and Planning (DTP)

e Department of Treasury and Finance (DTF).

We use ‘agencies’ in this report to refer to both government departments and other government agencies under the
Policy. This limited assurance review excludes grant payments, as well as inter-government and intra-government
payments.

Background information

The Policy

DJSIR develops and oversees the Policy. The VSBC publishes performance results in its annual reports. The amended
Policy does not apply to all government agencies. It only applies to 39 agencies, which includes all government
departments.
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The Policy sets out that agencies should include and follow fair payments clauses in contracts under $3 million. This
includes:

e requiring invoices to be paid within 10 business days
e applying penalty interest for late payments if initiated by a supplier
e requiring suppliers to notify agencies when a payment is late to receive penalty interest

e suspending the 10 business day payment terms if there is a dispute.

Penalty interest

Agencies have to pay penalty interest on invoices not paid within 10 business days, at the supplier’s initiation. Penalty interest
only applies to late payments from 1 April 2021.

10 business days payment terms
e The 10 business day period starts from the date a correct and complete invoice is received.
e Payment terms do not apply to an incorrect, incomplete or disputed invoice.

e Aninvoice must also be received by the relevant agency (i.e. the address and recipient details must be correct) for the
payment terms to apply.

While the Policy requires invoices to be paid within 10 business days, performance reporting is measured against 14 calendar
days.

Victorian Government agencies’ payments to suppliers

In 2024-25, the 39 agencies paid 1.99 million invoices totalling $51.0 billion. Efficient payment systems and processes
are critical to manage this volume and value of invoice payments.

Timely payments according to agreed terms are essential for:
o supplier cash flow and business sustainability

e maintaining the government's reputation as a reliable business partner.

The payment terms for individual invoices depend on the contract value. Under the Policy, when an invoice is for a
contract up to $3 million, the payment period is 10 business days. For contracts worth $3 million or more, the
payment term is 30 days (unless agreed otherwise).

In 2024-25 agencies paid ...  invoices to the value of ... under ...
1,387,800 $9.6 billion the Policy.
603,686 $41.4 billion agreed payment terms.

Source: VAGO, based on DJSIR's data and data sent by agencies.

What we found

This section focuses on our key findings, which fall into 3 areas:
1. Agencies report mostly paying in line with the Policy, but publicly reported data is not complete or accurate.
2. Payment timeliness is measured differently across agencies, making it difficult to compare performance.

3. Agencies aim to pay suppliers on time, but internal processes and systems have limitations.

The full list of our recommendations, including agency responses, is at the end of this section.
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Consultation with agencies
When reaching our conclusions, we consulted with the reviewed agencies and considered their views.

You can read their full responses in Appendix A.

Key finding 1: Agencies report they mostly pay in line with the Policy, but
reporting is not complete or accurate

Agencies report that they mostly pay suppliers in line with the Policy

Agencies under the Policy are required to pay invoices for contracts worth under $3 million within 10 business days
(which is calculated as 14 calendar days). Overall, in 2024-25, agencies collectively reported that:

e they paid 81.5 per cent of invoices in line with the Policy

e it took an average of 10.8 calendar days to pay invoices.

The average days to pay is different to what is reported by the VSBC. This is because DJSIR calculates its overall
average as a simple average by adding up each agency's aggregated results and dividing by the number of
applicable agencies. This has been done across all reporting years. To provide a more faithful representation of
overall performance, we recommend that DJSIR use a weighted average using the total number of invoices. This
accounts for agencies with more invoices. In addition, when preparing our dashboard, some agencies told us that
their data was incorrect and provided updated data.

Of the 39 applicable agencies, 29 agencies reported that it took them less than 14 calendar days on average to pay
invoices for contracts valued at under $3 million in 2024-25.

This data is presented in our accompanying dashboard and includes data from 2021-22 to 2024-25.

DJSIR and the VSBC do not check the data agencies give them

DJSIR collects payment timeliness data and gives this to the VSBC to include in their annual report. But DJSIR:
e only collects aggregated data from agencies

e relies on what agencies report to DJSIR

e does not know how agencies calculate payment timeliness

e does not verify or check data reported by agencies.

DJSIR told us that agencies are responsible for ensuring they provide complete and accurate data, and that it does
not have access to agencies' financial systems to check this data.

We tried to replicate the data reported to DJSIR for the agencies we looked at in detail. We were not able to replicate
this data as it was not clear how these agencies identified which data was reportable.

As part of this review, we also produced a dashboard showing agencies’ payment timeliness. When we asked
agencies to verify the data they provided to DJSIR, some told us that the data collected and reported by DJSIR was
incorrect upon review. For example, agencies have told us that:

e due to system limitations, they used the date on an invoice as the starting point for calculating 10 business days
instead of the invoice received date, which would have the effect of understating their performance

e they included more invoices than required in the data because their systems could not identify which invoices
were for contracts under $3 million. This obscures actual performance.

We also found issues in the data collected by DJSIR and reported by the VSBC.
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There is no data reported for ... for ...

e DPC penalty interest accrued in 2024-25. However, these
agencies reported no penalty interest accrued. This was
incorrectly recorded by DJSIR as a blank space.

e the Victorian Electoral Commission
e the Victorian Public Sector Commission

e Victorian Legal Aid

e DGS

Monash Health 2021-22. Monash Health provided this data, but DJSIR did
not record this data and provide it to the VSBC.

State Trustees 2021-22 and 2023-24.

Key finding 2: The agencies we looked at in detail measure payment timeliness
differently, making it difficult to compare performance

As part of this review, we looked at 6 agencies in detail to see how they pay their suppliers and report their
performance.

Agencies measure timeliness differently due to different applications and interpretations of the Policy

The Policy requires applicable invoices to be paid within 10 business days from the receipt of a correct and complete
invoice. But:

e the Policy does not define ‘receipt’ and ‘correct and complete invoice’

e agencies have different starting points for their payment timeliness reporting.

As shown in Figure 1, CFA and MV measure and report payment timeliness differently from the other agencies we
looked at.
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Figure 1: Invoice payment timeliness for agencies we looked at in detail

Paying an invoice under the Policy
Target is to pay within 10 business days

Invoice received
by agency

Date on invoice
(recorded by supplier)

Invoice approved Invoice paid

Payment process

CFA 10 days starts

o S ®

Invoice received Invoice sent to accounts

Invoice entered

R dliees date not recorded payable for processing in system e
DFFH 10 days starts
Date on invoice Invoice received Invoice approved Paid

DFFH (legacy system)

Date on invoice

DH

Date on invoice

DJCS

Date on invoice

DJSIR

Date on invoice

S

Invoice received
date is incorrect

10 days starts

Invoice received

10 days starts

Invoice received

10 days starts

Invoice received

Invoice approved
in legacy system

Invoice approved

Invoice approved

Invoice approved

MV Calculates days between invoice date and invoice paid, minus 5 days

Date on invoice

Invoice received date not recorded

Source: VAGO, based on agency information.
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Figure 2 shows how payment timeliness is calculated for MV, CFA and DFFH.

Figure 2: How payment timeliness is calculated for MV, CFA and DFFH

Agency Payment timeliness measurement Outcome
MV e Looking at the time between the invoice date and Reported payment times are inaccurate.
when an invoice is paid.
e Subtracting 5 days from this difference.*
CFA Looking at the time between: ¢ The time an invoice is with a regional office or
L busi it is not included i t timeli
e when an invoice is entered by the accounts UsINEss NIt 15 MOt Included in payment imeliness
. reporting. In 2024-25, this was an average of
payable team (after it has been assessed and 29.6 calendar days.t
sent from a regional office or business unit), and L
e Aninvoice may be assessed as correct and
e when the invoice is paid. complete but not yet sent to the accounts payable
team. This means that calculated payment times
may be understated.
DFFH Looking at the time between when an invoice is The payment timeliness reported for invoices

received and when an invoice is paid.

For invoices processed in its legacy systems, the time

processed in its legacy systems is incorrect and
under-reported. DFFH told us that this accounts for up

an invoice is received is incorrectly showing as when ~ t0 71 per cent of DFFH's transactions,
the invoice is approved.

Note: *MV told us that its system cannot record when an invoice is received. To account for the time between the date on an invoice and when an invoice is
received, MV does a 5-day adjustment. This 5-day adjustment is also completed to reflect the time it takes to match an invoice to a purchase order and goods
received. tThis is the time between the invoice date and when an invoice is entered by the accounts payable team. This analysis is for all invoices. There may
be a delay between the date on the invoice and when an invoice is received by the agency. There may also be a delay between when an invoice is sent to the
accounts payable team and when it is entered.

Source: VAGO.

Some agencies do not collect all required data
Some of the agencies we looked at did not collect all the data required for reporting. For example:
e MV and CFA do not collect data on when a correct and complete invoice is received

e DFFH told us that for most of its invoices, the invoice received date is incorrectly recorded as the date the invoice
is entered in its finance system (this is detailed above).

Agencies we looked at in detail report different transactions

The 6 agencies we looked at in detail record and exclude different transactions for their reporting. The Policy is not
clear on what transactions should be included.

Figure 3: Transactions included in policy reporting for CFA, MV, DJSIR, DJCS, DH and DFFH

Agency  Standard supplier International Credit card Payments madeto  Grants
invoices transactions transactions a government
agency
CFA Vv Vv v Vv v
MV Vv 7/ X Vv =
DJSIR v X X Vv X
DJCS Vv X X v Vv
DH v 4 X X X
DFFH v X X X X

Note: DJCS also excludes employee reimbursements and non-supplier manual payments. DH and DFFH exclude client transactions. MV told us that it paid no
grants. This is shown as "-".
Source: VAGO.
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Key finding 3: The agencies we looked at in detail aim to pay suppliers on time,
but their internal processes and systems have limitations

The agencies we looked at in detail demonstrate a commitment to pay on time

All agencies we looked at have changed their internal policies, procedures and contract templates to reflect the
Policy requirements. As shown in Figure 4, 4 of the 6 agencies we looked at in detail reported that it took less than
14 calendar days to pay invoices.

Figure 4: Number of calendar days agencies reported they took to pay invoices for contracts under $3 million

Target is 14 calendar days or less
(62N 3.0 days

DFFH 9.4 days

DH 17.4 days

DJCS 11.5 days

DJSIR ks days

MV 38.0 days

Source: VAGO, based on information from DJSIR.

DJSIR, DH, DFFH and DJCS have also changed their payment systems to meet the requirements of the Policy. Their
systems automatically apply a fixed 10-day payment time for all approved invoices. This makes them more likely to
pay invoices with contract value over $3 million early, unless adjusted manually.

MV manually applies a 14 calendar day payment term to all invoices. CFA records the agreed supplier payment terms
but processes payments as soon as the invoice has been approved and entered to the payment system.

Automated payment systems can help agencies pay on time

The agencies we looked at have different automation levels. DJSIR has the highest automation in its accounts
payable function, while MV has the lowest.

At DJSIR:

e invoices are automatically scanned and uploaded into the finance system, which checks that invoices are
complete

e invoices are then matched to a purchase order automatically for single-line purchase orders and manually for
multi-line purchase orders

e payment is then made automatically.

In contrast, at MV:
e invoices are manually entered into the system
e invoices are manually matched to a purchase order and goods received

e payment is made after automatic batching.

8 | Timely Payments Performance | Victorian Auditor-General’s Report 2025-26



In 2024-25:
e DIJSIR reported a 98 per cent compliance rate, taking 2.84 days to pay invoices on average.

e MV reported a 22 per cent compliance rate, taking 38 days to pay invoices on average.

MV told us it has had workforce capacity issues, and its reliance on manual processing has affected its compliance
rate.

The significant difference in payment timeliness demonstrates that automated payment systems can help agencies
pay on time and comply with the Policy.

Agencies with regional or decentralised payment processes have less visibility over invoice processing

Of the 6 agencies we looked at in detail, DFFH, DH and CFA have a regional and decentralised payment process.

In these agencies, financial delegates in regional offices or business units (for example, CFA's West Region) receive,
assess and approve invoices. In CFA, a financial delegate sends invoices to the central accounts payable team for
payment once the invoice is confirmed correct and complete.

Accounts payable teams in these agencies have less visibility over payment timeliness. This is because these agencies
do not collect data on how long invoice processing takes at the regional or business unit level. For example, these
agencies do not know:

e the number of invoices being processed by a regional office or business unit at any one time
e ifaninvoice is being disputed by the agency
e how long an invoice has been with a regional office or business unit

e the reason for any delays to processing an invoice.
This makes it difficult for agencies to oversee payment timeliness and follow up on invoices that have been delayed.

Addressing these findings

We made 9 recommendations to agencies about ensuring the data they capture is accurate, consistent and
comparable.

See Section 2 for the complete list of our recommendations, including agency responses.
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Our recommendations

We made 9 recommendations to address our findings. The relevant agencies have
accepted 7 recommendations and 2 recommendations in principle.

Agency
response(s)
Finding: Agencies report they mostly pay in line with the Policy, but publicly available data is not
complete or accurate
Department of Jobs, 1 Implement processes to ensure: Accepted
Sk|||§, Industry and e all agencies provide complete Victorian Government Fair Payment
Regions . .
Policy reporting data and follow up where there are gaps
e reporting data is captured correctly (see Section 3).
Department of Jobs, 2 Develop guidance materials and update reporting templates so that Accepted
Skills, Industry and agencies need to:
Regions . . . .
e explain how they calculate their data (including if they measure
timeliness from a date other than 'invoice received’)
e quality check Victorian Government Fair Payment Policy reporting
information sent to the Department of Jobs, Skills, Industry and
Regions.
Share and communicate guidance and updated templates to agencies (see
Sections 3 and 4).
Finding: The agencies we looked at in detail measure payment timeliness differently, making it
difficult to compare performance
Department of Jobs, 3 Develop guidance materials and update reporting templates to: Accepted
kills, | ) . L
Ski s ndustry and e define what receipt of a correct and complete invoice is
Regions
e clarify which transactions should be reported.
Share and communicate guidance and updated templates to agencies (see
Section 4).
Department of Jobs, 4 Find out how agencies calculate payment timeliness data and: Accepted
;l;gis(,)rl\r;dustry and e provide information on how agencies calculate payment timeliness to
the Victorian Small Business Commission and use a weighted average
to calculate the overall average days to pay
e analyse the reasons why agencies calculate payment timeliness for
the Victorian Government Fair Payment Policy differently (see
Sections 3 and 4).
Victorian Small 5 Include an explanation or note in the published data if an agency uses a Accepted
Business Commission date other than 'invoice received' to calculate its results (see Section 4).
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Agency

response(s)

Museums Victoria 6 Identify ways to automate its accounts payable systems, including the Accepted in

capture of a correct and complete invoice (see Section 4). principle
Country Fire 7 Implement processes to identify when a correct and complete invoice is Accepted in
Authority received (see Section 4). principle
Department of 8 Explore options to enable the invoice received date to be more accurately ~ Accepted
Families, Fairness and reported on for invoices processed in legacy systems (see Section 4).
Housing
Finding: The agencies we looked at in detail aim to pay suppliers on time, but their internal processes
and systems have limitations
Department of Jobs, 9 Develop guidance materials so that agencies identify: Accepted
Skills, Industry and

Regions e reasons for non-compliance and develop remediation actions

e  continuous improvement opportunities, including where businesses
processes can be streamlined (see Section 5).
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3.

Reporting on payment timeliness

In 2021, the state amended the Policy. It requires agencies to pay invoices with a contract
value up to $3 million in 10 business days.

In 2024-25, agencies reported collectively that they paid 81.5 per cent of invoices on time.
On average, it took 10.8 calendar days to pay invoices.

But payment timeliness data collected by DJSIR and published by the VSBC is not checked.
We found gaps in the collected data. Agencies also told us, on review, that some of the
collected and published data is incorrect.

Covered in this section:

e The Policy

e Agencies report they mostly pay suppliers in line with the Policy
e Published data is not checked

The Policy

Policy In 2021, the Victorian Government amended the Policy. Agencies covered by the Policy must:

requirements pay invoices with a contract value of under $3 million in 10 business days

e pay penalty interest on invoices that are not made within 10 business days (at the supplier's
initiation)

e include fair payment clauses in contracts under $3 million.

For more information, see Section 1.
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Data collected  DJSIR collects the following data from agencies under the Policy:

he Poli
under the Policy For ... DJSIR collects the ...

all invoices e total number of invoices paid

total value of invoices paid.

invoices with a
contract value of
under $3 million

total number of invoices paid under a contract value of $3 million
e total value of invoices paid under a contract value of $3 million

e number of invoices paid within 14 calendar days (10 business days)
e average days to pay invoices under a contract value of $3 million

e amount of penalty interest paid.

The Policy and template used to collect this data does not require agencies to attest that the data
they provide is complete and accurate. DJSIR gives this data to the VSBC to publish in its annual
report. The VSBC's 2024-25 annual report shows payment timeliness by agency. But in previous
years, the VSBC only published aggregated data and did not identify each agency's performance.

Agencies report they mostly pay suppliers in line with the Policy

Invoices paid In 2024-25, agencies covered by the Policy paid 1,991,486 invoices. About 70 per cent of these
fell under the Policy's requirement to be paid within 10 business days.
Applicable agencies paid ... with a combined value of ...
1,991,486 invoices $51.0 billion.
1,387,800 invoices under the Policy's 10 business day terms $9.6 billion.

Overall data Agencies under the Policy are required to pay invoices for contracts worth under $3 million within
10 business days. To account for weekends, DJSIR assesses agency compliance against 14 calendar
days. Overall, in 2024-25, agencies collectively reported that:

e they paid 81.5 per cent of invoices in line with the Policy

e ittook 10.8 calendar days on average to pay invoices for contracts under $3 million (see note
in Figure 5).

Of the 39 applicable agencies, 29 agencies reported that it took them less than 14 calendar days
on average to pay invoices for contracts valued at under $3 million in 2024-25.

Figure 5 shows payment timeliness data from 2021-22 to 2024-25. This data is also included in
our dashboard.

Figure 5: Overall compliance with the Policy

2021-22 2022-23 2023-24 2024-25
Percentage of invoices paid on time 68.2% 70.2% 83.3% 81.5%
Average number of calendar days to pay 18.2 19.4 124 10.8

Note: The average days to pay is different to the number reported by the VSBC. This is because DJSIR calculates its overall average as a simple average by
adding up each agency's aggregated results and dividing by the number of applicable agencies. This has been done across all reporting years. To provide a
more faithful representation of overall performance, we recommend that DJSIR use a weighted average using the total number of invoices. This accounts for
agencies with more invoices. In addition, when preparing our dashboard, some agencies told us that their data was incorrect and provided updated data.
Source: VAGO.
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Published data is not checked

Data collection

Published data

Incorrect data

Issues in data
reported

DJSIR is responsible for monitoring performance against the Policy and coordinating the annual
performance reporting process. To do this, DJSIR requests information from agencies on how
quickly they are paying invoices. This includes data on:

e the number and value of invoices paid
e the amount of penalty interest paid due to late payments
e the average number of days taken by the agency to pay an invoice

e the number of invoices paid within 14 calendar days (10 business days).

Agencies provide this information to DJSIR by completing a standardised template. DJSIR
consolidates this information in a spreadsheet that is provided to the VSBC for publication in its
annual report.

DJSIR only collects aggregated data from agencies and does not ask for:
e the underlying source data

e how payment timeliness is calculated.

DJSIR relies on the total figures that agencies report, and both DJSIR and the VSBC do not check
the data's accuracy or how it is calculated.

DJSIR told us that agencies are responsible for ensuring they provide complete and accurate data,
and that it does not have access to agencies' financial systems to check this data.

As part of this review, we asked agencies to verify the data they provided to DJSIR. Some agencies
told us that, on review, some data collected and reported by DJSIR was not accurate. For example,
agencies have told us that:

e they used the date on an invoice as the invoice received date

e they could not identify which invoices were for contracts under $3 million.

We found issues in the data that was collected by DJSIR and published by the VSBC.
There is no data reported for ... for ...

e DPC penalty interest accrued in 2024-25. However,
these agencies reported no penalty interest
accrued. This was incorrectly recorded by DJSIR
as a blank space.

e the Victorian Electoral Commission
e the Victorian Public Sector Commission

e the Victorian Legal Aid

e DGS

Monash Health 2021-22. Monash Health provided this data, but
DJSIR did not record this data and provide it to
the VSBC.

State Trustees 2021-22 and 2023-24.
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4.

How agencies calculate timeliness

We looked at 6 agencies in detail to see how they record and report their payment
timeliness data. We found that agencies apply and interpret the Policy differently. This
makes it difficult to compare agencies’ performance.

Covered in this section:

e How suppliers expect to be paid

e Agencies measure payment timeliness differently
e Some agencies do not collect all data required

e Agencies we looked at in detail report different transactions

How suppliers expect to be paid

Suppliers' When a supplier sends an invoice to an agency, they expect to be paid promptly.

expectations But different agencies have different business processes, which can impact the length of time it

takes in practice to pay invoices.

Figure 6: Invoice payment process under the Policy

Paying an invoice under the Policy
Target is to pay within 10 business days

Date on invoice Invoice received Invoice approved Invoice paid
(recorded by supplier) by agency

Source: VAGO.

Agencies measure payment timeliness differently

Policy The Policy requires applicable invoices to be paid within 10 business days from the receipt of a
interpretations  correct and complete invoice.

But the Policy does not define 'receipt’ and 'correct and complete'.
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e anyone in the agency (for example, a regional office or business unit)

e the accounts payable team receives an invoice

e aninvoice is entered into an agency's payment system.

the invoice has all required information, such as an Australian Business
Number (ABN), and is addressed correctly

The term ... could mean ...
receipt when:
receives an invoice
correct and .
complete
invoice

e the invoice matches a purchase order

e a business unit confirms that the goods or service was received.

Figures 1 and 7 show the differences in how agencies measure payment timelines for the agencies

we looked at in detail.

Figure 7: How agencies we looked at in detail measure payment timeliness

Agency

Timeliness measure

Invoice receipt

DJSIR

DIJCS

DH

DFFH

CFA

Looking at the time between:
e when an invoice is received by the agency

e when an invoice is paid.

Looking at the time between:

e when an invoice is entered by the accounts
payable team (after it has been assessed and
sent from a regional office or business unit),
and

e when the invoice is paid.

When an invoice:
e is addressed to DJSIR with the correct ABN
e is goods and services tax (GST) compliant

e has the correct purchase order number.

When an invoice:

e is GST compliant

e has a supplier name, address and ABN
e is addressed correctly

e meets Australian Taxation Office (ATO) invoice
requirements

e includes a purchase order with remaining value or has a
valid contact name.

When an invoice is ok to pay. This means:
e goods or services have been received

e ATO invoice requirements are met.

When an invoice is ok to pay. This means:

e goods or services have been received

e ATO invoice requirements are met.

But for invoices processed in DFFH's legacy systems, payment
timeliness is counted from when an invoice is approved and
entered into the main accounts payable system. DFFH has told
us that this may account for up to 71 per cent of its
transactions.* This means that the payment timeliness
reported for invoices processed in its legacy systems is
incorrect and under-reported.

This excludes the time:

e aninvoice is with a regional office or business unit

e it takes for the accounts payable officer to enter the
invoice in the system.
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Agency Timeliness measure Invoice receipt

MV 1. Looking at the time between the invoice date Not applicable.
and when an invoice is paid.

2. Subtracting 5 business days from this
difference.

Note: *DFFH told us this excludes time for invoices processed in its legacy systems, which are mainly used for managing housing. This means that the
payment timeliness reported for invoices processed in its legacy systems is incorrect and under-reported.
Source: VAGO.

Case study 1: CFA invoice processing

How CFA processes invoices

Invoices sent to CFA are generally received by a financial delegate in a regional office or
business unit (for example, its West Region office). The financial delegate then assesses:

e if the invoice is complete and accurate
e if the goods or services have been received.

This period includes time spent clarifying or disputing an invoice. A financial delegate will then
send an invoice to the central accounts payable team once it has been approved. The central
accounts payable team does not have visibility of these invoices before they are sent to them. The
central accounts payable team then enters an invoice into the payment system. It may take
several days before the accounts payable team receives an invoice from the regional office or
business unit before entering it into the system.

In 2024-25, it took an average of 29.6 days from the invoice date to when an invoice was entered
into the system by the accounts payable team (that is, after it has been assessed as complete and
correct and ok to pay and send to the accounts payable team).

The time between an invoice date and when an invoice is assessed as complete and correct and
approved by payment may be due to factors outside the agency's control. For example, where an
invoice is dated incorrectly.

Note: There can be a lag between when an invoice is assessed as complete and correct and ok to pay and when an invoice is sent to the accounts payable
team. This analysis is for all invoices paid and excludes values less than zero.
Source: VAGO.

Disputed The Policy's payment terms do not apply to invoices under dispute. The agencies we looked at
invoices deal with, and report on, disputed invoices differently. This means that the way these agencies
calculate payment timeliness for disputed invoices is different. For example:
e DIJSIR staff put a hold on invoices in dispute, which stops the time used to calculate invoice
payment timeliness. If the invoice is not cancelled, the original date the invoice is received is
used to calculate payment timeliness.

e DH staff handle disputed invoices differently, depending on business units. Some staff enter
an invoice into the accounts payable system after a dispute has been resolved, other staff
enter an invoice that is in dispute into the accounts payable system and place a hold on the
invoice. This means that staff either enter the date an invoice is resolved or the original date
an invoice is received. This date is then used to calculate payment timeliness.

e generally, CFA staff deal with and resolve disputed invoices at a regional level. Once an invoice
is resolved, staff send this invoice to the central accounts payable team, which then enters the
invoice into its accounts payable system. As discussed above, this date is used to calculate
payment timeliness.
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Some agencies do not collect all data required

Required data

The Policy requires agencies to measure and report on payment timeliness, calculating from the
date of receipt of a correct and complete invoice to the date an invoice is paid.

Some of the agencies we looked at did not collect all the payment data the Policy requires. For
example, MV and CFA do not collect data on when a correct and complete invoice is received:

e MV has told us that this information is not available in its system

e CFA records when an invoice is entered into its system by the accounts payable team. This is
after a financial delegate has assessed an invoice as correct and complete and ok to pay. But
there might be delay in when an invoice is assessed, when an invoice is sent and when an
invoice is entered. This means that this date captured may not always be accurate.

DFFH captures when a correct and complete invoice is received. But DFFH told us that for invoices
processed in its legacy systems, the time an invoice is received is incorrectly showing as when the
invoice is approved. DFFH has told us that this accounts for up to 71 per cent of DFFH's
transactions.

This has meant that agencies collect different data and makes it difficult to compare performance
across agencies.

Agencies we looked at in detail report different transactions

Reported
transactions

The Policy was established to support small businesses. According to the Australian Bureau of
Statistics, small businesses are defined as businesses employing less than 20 people. These make
up approximately 98 per cent of businesses in Victoria.

However, the Policy is not clear on what transactions should be included or whether only
payments to small businesses are covered. As shown in Figure 3, the agencies we looked at record
and exclude different transactions for their reporting. These differences make it difficult to
compare the performance of these agencies.
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5.

How agencies pay invoices

We looked at 6 agencies in detail to see how they process and pay invoices. This section
contains case studies which look at the business practices that support agencies to pay
their invoices on time.

Covered in this section:
e Agencies show a commitment to pay on time
e Automated payment systems can help agencies pay on time

e Agencies with regional or decentralised payment processes have less visibility over invoices

Agencies show a commitment to pay on time

Internal policies, Most agencies we looked at in detail have changed their policies, procedures and templates to

procedures and  reflect the requirements of the Policy. As shown in Figure 8:

templates
P e all agencies we looked at have changed their internal policies, procedures and templates to

reflect the requirements of the Policy

e not all contracts we reviewed contained all of the Policy clauses required.
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Figure 8: Alignment of internal policies, procedures and templates to the Policy for the agencies we looked at

Agency Policies and procedures Contract templates Contract review
Partially compliant: internal policy Compliant: relevant contract Non-compliant: 8 of 8 contracts
has inconsistent information and templates contain a reviewed did not contain all of the
states that: 30-day payment term. During our Policy clauses required.*

e the department has a review, DJSIR updated these
standard 30-day payment templates to reflect the Policy
term for all suppliers requirements.
e invoices with a contract
value of up to $3 million
must be paid within
10 business days.
Compliant: all elements of the Policy Compliant: all elements of the Policy  Partially compliant: 2 of 3 contracts
included in internal policies and in relevant contract templates. reviewed had all of the Policy
procedures. clauses required.

oi I D
Compliant: all elements of the Policy ~Compliant: all elements of the Policy = Compliant: all contracts
included in internal policies and in relevant contract templates. reviewed had all of the Policy
procedures. clauses required.

ocs I DT T
Compliant: all elements of the Policy Compliant: all elements of the Policy ~Compliant: all contracts reviewed
included in internal policies and in relevant contract templates. had all of the Policy clauses
procedures. required.

. 5
Compliant: all elements of the Policy ~Compliant: all elements of the Policy ~Compliant: all contracts reviewed
included in internal policies and in relevant contract templates. had all of the Policy clauses
procedures. required.

o I Y

Partially compliant: internal policy
and procedure states that staff must
follow the Policy. But these
documents do not detail what these
requirements are.

Compliant: all elements of the Policy
in relevant contract templates.

Partially compliant: 6 of 7 contracts
reviewed had all of the Policy
clauses required.

Note: During our review, DJSIR had non-compliant contract templates. These templates contained a 30-day payment term. DJSIR later fixed these templates.
Source: VAGO.

Payment system Agencies we looked at took different approaches to help them pay invoices in line with the Policy.
As shown in Figure 9, all agencies have made changes to their payment system or processes to
meet the Policy requirements. In particular:

changes

e DIJSIR processes all approved invoices immediately, regardless of agreed payment terms

e CFA records the agreed supplier payment terms but pays invoices as soon as an invoice is

assessed and approved

e DH, DFFH and MV apply the same payment term for invoices for contracts over $3 million.

This means that invoices may be paid early. DJCS adjust invoice payments to match the

agreed payment terms. This means that invoices are likely paid on time.

20 | Timely Payments Performance | Victorian Auditor-General’s Report 2025-26



Figure 9: How agencies we looked at arrange invoice payment time

Agency Applied payment Applied payment term for  Payment Payment timelines
term for Policy non-Policy invoices timeliness for for non-Policy
invoices Policy invoices invoices*

DJSIR Immediate automatic  Immediate automatic daily ~ Early Early
daily payment run payment run

CFAt As soon as an invoice  As soon as an invoice is Early Early
is assessed and assessed and approved
approved

DJCS Automatic payment Adjusted manually when On time On time
in 10 calendar days required

DH Automatic payment Adjusted manually if the On time Early
in 10 business days payment term is less than

10 business days

DFFH Automatic payment Adjusted manually if the On time Early
in 10 business days payment term is less than
10 business days

MV Scheduled for Adjusted manually if the On time Early
payment in payment term is in less
14 calendar days than 14 calendar days

Note: *This is if invoices are approved in a timely manner. tCFA advised that it has transitioned to a new financial system in June
2025. The new system has a higher automation level and captures additional information, including the date written on invoices,
goods received date and invoice date.

Source: VAGO.

Automated payment systems can help agencies pay on time

Systems used to The agencies we looked at have different levels of automation. Of the agencies we looked at,
pay invoices DJSIR's system was the most automated. MV's system was the least.

Working well: DJSIR’s payment systems are highly automated

In DJSIR, an invoice is automatically processed if the invoice has a purchase order number. The system then checks
if the invoice:

e s correctly addressed to DJSIR with the right ABN
e is GST compliant

e has the correct purchase order number.

Once this is done the system automatically matches the invoice to a purchase order for single-line purchase
orders. But this is done manually for multi-line purchase orders. The system then sends a request to approve the
invoice to the relevant contact in DJSIR. The system additionally sends automated reminders if an invoice has not
been actioned. Once approved, the invoice is automatically scheduled for payment.
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DJSIR has automation in all of its invoice payment steps. In contrast, most of these steps are
performed manually at MV. In 2024-25:

DJSIR reported that it took 2.8 days to pay relevant invoices and had a 98 per cent compliance
rate

MV reported that it took 38 days to pay relevant invoices and had a 22 per cent compliance
rate. MV has told us that it has had workforce capacity issues, and that this has affected its
compliance rate.

As discussed in Section 4, these agencies report payment timeliness differently. But the large
difference in timeliness demonstrates automated payment systems can help agencies pay on time.

Agencies with regional or decentralised payment processes have less visibility over

invoices

Invoice visibility DFFH, DH and CFA have a regional and decentralised payment process. In these agencies, financial
delegates in regional offices or business units (for example, CFA's West Region) receive, assess and
approve invoices. In CFA, financial delegates send invoices to the central accounts payable team
once the invoice is confirmed correct and complete.

These agencies do not have visibility of how regional offices or business units are processing
invoices. For example, these agencies do not know:

the number of invoices being processed by a regional office or business unit at any one time
if an invoice is being disputed by the agency
how long an invoice has been with a regional office or business unit

the reason for any delays to processing an invoice.

Case study 2: DJCS and DJSIR invoice oversight

DJCS and DJSIR have more oversight over their invoices

DJCS and DJSIR have a more central payment process compared to DFFH, DH and CFA. At DJCS
and DJSIR, the accounts payable team and system generally receive invoices before the relevant
financial delegate’s approval.

This allows for DJSIR and DJCS to oversee all invoices, including disputed invoices, and to follow

up on invoices that are pending approval. For example:

e DIJSIR told us that automated emails are sent to financial delegates if approvals are not
completed and that the accounts payable team sends weekly unapproved invoice reports if
invoices are not approved

e at DJCS, the accounts payable team sends weekly emails for unapproved invoices.

Source: VAGO.
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0.

Appendices

There are 5 appendices covering responses from reviewed agencies, information about
how we perform our work, and information about the Policy.

Appendix A: Submissions and comments
Appendix B: Abbreviations, acronyms and glossary
Appendix C: Review scope and method

Appendix D: Agencies under the Policy

Appendix E: Policy performance data
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Appendix A:
Submissions and comments

We have consulted with reviewed agencies, and we considered their views when reaching
our review conclusions. As required by 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 relevant agency head.

Responses received

Agency Page
Country Fire Authority A-2
Department of Education A-4
Department of Energy, Environment and Climate Action A-5
Department of Families, Fairness and Housing A-6
Department of Health A-8
Department of Jobs, Skills, Industry and Regions A-9
Department of Transport and Planning A-13
Department of Treasury and Finance A-14
Museums Victoria A-15
Victorian Small Business Commission A-17
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Response provided by the Acting Chief Executive Officer, Country Fire Authority

I -

CFA

cfavic.gov.au

Patron: Her Excellency Professor the Honourable Margaret Gardner AC, Governor of Victoria

Office of the Chief Executive Officer | Headquarters
8 Lakeside Drive Burwood East Vic 3151
Tel 03 9262 8444

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

By email: I

25 February 2026
Ref: PC26-022

Dear Mr Greaves,
RE: Proposed report — Timely Payments Performance

Thank you for your letter dated 3 February 2026 inviting CFA’s consideration and comment on the
proposed report for Timely Payments Performance.

I have sought advice from subject matter experts within CFA on the proposed report and appreciate your
patience while the following feedback was finalised, also attached for your reference:

s CFA’'s completed Action Plan, outlining our response to the recommendations. We have noted
an 'in principle’ acceptance for Recommendation 1, as the required data capture is dependent on
the future implementation of a Central Invoice Management system.

e A Summary of Feedback and Performance Data, including detailed commentary on terminology,
workflow distinctions, case study accuracy, invoice receipt definitions, payment process logic,
and clarification of data discrepancies.

Regarding the publication of signatures in the final report, CFA notes VAGQO'’s position and has no
concemns with this approach. We also confirm that this response and the associated materials have been
handled in accordance with the confidentiality provisions of the Audit Act 1994.

Should you require any further information, please contact CFA Chief Risk Officer, Rebecca Holding via
&

| trust the above is of use and thank you again for the opportunity to provide feedback on the proposed
report.

Sincerely,

Jason Heffernan
Acting Chief Executive Officer

OUR COMMUNITY - OUR CFA
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Response provided by the Acting Chief Executive Officer, Country Fire Authority, continued

OFFICIAL

Country Fire Authority action plan to address recommendations from Timely Payments Performance

VAGO recommendation Acceptance Agreed management actions Target completion date
7 Implement processes to [ Yes The basis for capturing the correct invoice 30 June 2027
identify when a correct and O No date will be determined by when CFA is able
complete invoice is received O Inpart to implement the Central Invoice
(see Section 4 in report). Management system and reporting.
X In principle

OFFICIAL
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Response provided by the Secretary, Department of Education

OFFICIAL Sensitive

Department of Education

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

COR26178420

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

Dear Mr Greaves

Proposed Report: Timely Payments Performance

Thank you for your letter dated 3 February 2026 and for the opportunity to comment on the
proposed report for Timely Payments Performance. The department is committed to paying its
suppliers on time.

The department has reviewed the proposed report and has no feedback.

Should you wish to discuss the department’s response, please contact Ms Shamiso Mtenje, Executive
Director, Assurance, Knowledge and Executive Services on | " o

Yours sincerely

41

Tony Bates PSM
Secretary
24/02/2026

Your details will be dealt with in accordance with the Public Records Act 1973 and the Privacy and Data Profection Act 2014. Should you have any E : ORIA

queries or wish to gain access to your personal ion held by this please contact our Privacy Officer at the above address E:SH:NWM
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Response provided by the Secretary, Department of Energy, Environment and Climate Action

Department of Energy, Environment
and Climate Action

PO Box 500, East Melbourne,
Victoria 8002 Australia

SEC-260200089

Andrew Greaves
Auditor-General

Level 31 35 Collins Street
Melbourne Victoria 3000

Via email:

Dear Auditor-General

Proposed draft report — Timely Payments Performance

Thank you for the opportunity to comment on the Victorian Auditor-General's Office (VAGO) proposed
draft report for the Timely Payments Performance engagement, received on 3 February 2026.

The Department of Energy, Environment and Climate Action (DEECA) has reviewed the draft report
and has no comments to provide.

DEECA remains committed to meeting the requirements of the Victorian Government's Fair Payments
Policy and appreciates the work undertaken by your office in preparing this report.

| thank your staff for their work and DEECA look forward to a continued productive relationship with
your office.

Yours sincerely

Kate Houghton
Secretary

!p:ORIA
State
Government
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Response provided by the Secretary, Department of Families, Fairness and Housing

Secretary

Department of Families, Fairness and Housing 50 Lonsdale Street
Melbourne Victoria 3000
Telephone: 1300 475170
GPO Box 1774
Melbourne Victoria 3001
www.dffh.vic.gov.au

BAC-EOB-1460
Andrew Greaves
Auditor-General
Level 31. 35 Collins Street
MELBOURNE VIC 3001
enguiries@audit.vic.gov.au

Dear Andrew

Thank you for your letter dated 3 February 2026, and for providing the Department of
Families, Fairness and Housing (the department) with an opportunity to review and respond
to the proposed report for the Timely Payments Performance audit.

The department notes the findings and recommendations specified in the proposed report
and confirms acceptance of those recommendations applicable to the department. The

details of the department’s proposed actions in relation to each of the recommendations, and
when those actions will be completed, is included in the Agency Action Plan.

Yours sincerely

Pre—

Peta McCammon PSM
Secretary

23/02/2026

ORIA
Soveroevent
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Response provided by the Secretary, Department of Families, Fairness and Housing, continued

OFFICIAL: Sensitive

Department of Families, Fairness and Housing action plan to address recommendations from Timely Payments Performance

No. VAGO recommendation

8 Explore options to enable the invoice
received date to be more accurately
reported on for invoices processed in
legacy systems (see Section 4).

Acceptance
X Yes

O No

O In part

[ In principle

Agreed management actions
Review business rules for determining which invoices should
be reported.

Explore options for legacy systems to calculate and send the
due date to Oracle based on invoice received date.

Explore options for ensuring invoices processed in DFFH
legacy systems are more accurately reported from a Policy
perspective.

Implement agreed option.

Target completion date
30 April 2026

30 June 2026

30 June 2026

30 April 2027
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Response provided by the Secretary, Department of Health

Secretary

Department of Health 50 Lonsdale Street
Melbourne Victoria 3000
Telephone: 1300 650 172
GPO Box 4057
Melbourne Victoria 3001
www.healthvic.gov.au
DX 210081

BAC-CO-62119
Andrew Greaves
Auditor-General
Victorian Auditor-General's Office

Via e-mail: I

Dear Mr Greaves

Thank you for the opportunity to review and comment on the Timely Payments Performance
proposed report.

| have reviewed the findings outlined in the report and support the key findings as relevant to
my department. The findings provide useful insights into opportunities to strengthen
processes and improve consistency in the calculation and reporting of payment timeliness.

The department is committed to addressing the matters identified within the scope of its
responsibilities and will consider the findings as part of ongoing efforts to enhance financial
controls, reporting accuracy and compliance with the Victorian Government Fair Payment
Policy.

Should you have any queries in relation to this response please contact Karen Olesnicky on
I o -t

Yours sincerely

Jenny Atta PSM
Secretary

4/03/2026

ORIA
State
Government
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Response provided by the Secretary, Department of Jobs, Skills, Industry and Regions

4
:*\I&%é? 2
s ?é}

Department of Jobs, Skills, Industry and Regions

GPO Box 45098
Melbourne, Victoria 3001 Australia
Telephone: +61 3 9651 9999

Ref: CSEC-2-26-27907

Mr Andrew Greaves
Auditor-General

Victorian Auditor-General’'s Office
Level 31, 35 Collins Street
MELBOURNE VICTORIA 3000

Dear Mr Greaves

PROPOSED REPORT: TIMELY PAYMENTS PERFORMANCE LIMITED ASSURANCE
REVIEW

Thank you for your letter of 3 February 2026 sharing the proposed report on the Timely
Payments Performance audit engagement.

The Department of Jobs, Skills, Industry and Regions (the department) accepts VAGQO's
recommendations and will continue to foster best practices regarding timely payment
performance.

| am pleased to note from your report that, under Victoria's Fair Payment Policy, the
average time taken to pay small businesses has improved significantly — from 18.2
calendar days in 2021-22 to 10.8 calendar days in 2024-25.

This reduction of 7.4 calendar days demonstrates the positive impact of the policy and the
tangible benefits it delivers for small businesses without imposing additional requirements
on industry.

Enclosed with this correspondence are actions the department will take in response to
each relevant recommendation, including completion dates.

If your team requires any further information, please contact Karan Gill, Chief Audit Officer

on I o I

Yours sincerely

Ve
Matt Carrick
Secretary

Date: 03/03/2026

!I’!ORIA
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Response provided by the Secretary, Department of Jobs, Skills, Industry and Regions, continued

OFFICIAL

Department of Jobs, Skills, Industry and Regions action plan to address recommendations from Timely Payments Performance

No. VAGO recommendation Acceptance Agreed management actions Target completion date
1 Implement processes to ensure: X Yes Action: DJSIR has updated reporting requirements and | June 2026
« all agencies provide complete O No processes, performance reporting templates and
Victorian Government Fair Payment | 7 |n part developed new p.erformance reporting guidance to
Policy reporting data and follow-up o support all agencies to complete, certify and return
O In principle performance reporting templates.
where there are gaps
e reporting data is captured correctly Summary
(see Section 3). Improved processes and requirements have been
implemented to support the collection of complete and
certified Fair Payment Policy performance reporting
data, including improved coordination through portfolio
departments, validation and certification of reporting
data and active follow-up where data is incomplete,
inconsistent or missing. These improved processes and
requirements will support timely submission, improve
data quality and strengthen assurance over entity
performance data prior to public reporting.
2 Develop guidance materials and update | [X Yes Action: DISIR has developed new performance June 2026
reporting templates so that agencies O No reporting guidance material and updated reporting
need to: templates to support accurate and certified
o explain how they calculate their data Uln pa.rt ) performance reporting by agencies. DIJSIR will share and
. - L O In principle communicate the updated guidance and reporting
(including if they measure timeliness templates to asencies
from a date other than 'invoice P & ’
received') Summary:
*  quality check Victorian Government The new guidance material clarifies reporting
Fair Payment Policy reporting obligations, definitions and certification requirements
for entities, explanation on calculation of payment days,

OFFICIAL
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Response provided by the Secretary, Department of Jobs, Skills, Industry and Regions, continued

OFFICIAL

information sent to the Department
of Jobs, Skills, Industry and Regions.
Share and communicate guidance and

updated templates to agencies (see
Sections 3 and 4).

how to complete the updated reporting templates and
certification and submission requirements.

timeliness to the Victorian Small
Business Commission and use a
weighted average to calculate the
overall average days to pay

e analyse the reasons why agencies
calculate payment timeliness for the
Victorian Government Fair Payment
Policy differently (see Sections 3 and
4).

DJSIR will use a weighted average in future reporting
cycles.

DJSIR will continue to analyse reasons why agencies
have calculated payment timeliness differently, and
continue to use this information to inform continuous
improvement.

Summary:

Reporting templates have been updated to include a
section requiring entities to explain how their payment
times are calculated where the invoice received date

3 | Develop guidance materials and update Yes Action: DISIR has developed new performance June 2026
reporting templates to: O No reporting guidance material that includes advice on
+  define what receipt of a correctand | 4, part definitions and scope.
complete invoice is O In principle
e clarify which transactions should be Summary:
reported The new guidance material explicitly states the
P definition of a correct and complete invoice and
Share and communicate guidance and invoices to be included and those not included.
updated templates to agencies (see
Section 4).
4 | Find out how agencies calculate payment Yes Action: DISIR has updated performance reporting June 2026
timeliness data and: O No templates to provide for departments and applicable
e provide information on how O In part agencies to include how they calculate payment times. Weighted average
agencies calculate payment O In principle methodology will be

implemented by
November 2026 for the
2026-27 reporting cycle.

OFFICIAL
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Response provided by the Secretary, Department of Jobs, Skills, Industry and Regions, continued

OFFICIAL

has not been used. This change supports transparency,
consistent interpretation of results and improved
assurance over Fair Payment Policy performance
reporting.

DISIR ha
payment calculation methods throughout the existence
of the policy, and has used this information for
continual improvement. DJSIR will continue to do this.

9 Develop guidance materials so that

agencies identify:

e reasons for non-compliance and
develop remediation actions

e continuous improvement
opportunities, including where
businesses processes can be
streamlined (see Section 5).

X Yes

O No

O In part

O In principle

Action

DJSIR will continue to use insights and performance
data to drive continuous improvement of payment
timeliness by agencies, including through guidance
material and stakeholder engagement that shares
process and technical learnings.

Summary

Since 2021, DISIR has used Fair Payment Policy data to
identify causes of late payment and target support to
improve agency payment practices.

Insights from agency reporting have been used to drive
continuous improvement through tailored
presentations by DISIR at inter-government forums,
supporting agencies to identify opportunities to
improve processes and increase automation to support
timely payment. This is an ongoing work program for
DJSIR

31 December 2026

OFFICIAL
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Response provided by the Secretary, Department of Transport and Planning

Department of Transport and Planning

GPO Box 2392
Melbourne, Victoria 3001 Australia

Ref: BSEC-1-26-56

Mr Andrew Greaves
Auditor-General of Victoria
Victorian Auditor-General’s Office
Level 31, 35 Collins Street
MELBOURNE VIC 3000

Dear Mr Greaves

Victorian Auditor-General's Office - Timely payment performance - Proposed report
Thank you for your letter of 3 February 2026 inviting the Department of Transport and
Planning (the Department) to respond to the Timely Payments Performance proposed report
(the Report).

On behalf of the Department, | welcome the Report’s analysis of the Department’s timely
payment performance, particularly the significant improvement in the average time taken to
pay suppliers which reduced by more than 20 days from 2022-23 to 2024-25.

The Department notes that the Report’s findings and conclusions are focused on the six
agencies examined in detail. The Department acknowledges the recommendations to the
Department of Jobs, Skills, Industry and Regions and Victorian Small Business

Commissioner to improve the Victorian Government Fair Payments Policy (the Policy).

The Department is committed to ensuring compliance with the Policy and will continue to
manage and report on its supplier payments accordingly.

Thank you for the opportunity to comment on the Report.

Yours sincerely

Jeroen Weimar
Secretary

Date: 19 February 2026
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Response provided by the Secretary, Department of Treasury and Finance

Department of Treasury and Finance

1Treasury Place

Melbourne Victoria 3002 Australia
Telephone: +613 9651 511
dtfvic.gov.au

CSEC-260200042

Andrew Greaves

Auditor-General

Victorian Auditor-General's Office
Level 31, 35 Collins Street
MELBOURNE VIC 3000

email:
Dear Auditor General

PROPOSED REPORT REVIEW LETTER - TIMELY PAYMENTS PERFORMANCE

Thank you for your letter, dated 3 February, inviting the Department of Treasury and
Finance to review and comment on the proposed report Timely Payments Performance.

DTF notes the recommendations as outlined in the proposed report. Consistent with the
findings in the report, DTF acknowledges that agencies aim to pay suppliers on time, but
internal processes and systems have limitations.

| appreciate your consultative approach to this report.

Yours sincerely

Chris rett
Secretary

221212026

o I

ORIA
Svemment
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Response provided by the Chief Executive Officer and Director, Museums Victoria

MUSEUMS
VICTORIA

2 March 2026

Mr Andrew Greaves

Auditor General

Victorian Auditor-General's Office
Level 31, 35 Collins Street
Melbourne VIC 3000

Dear Mr Greaves

Thank you for your letter dated 3 February 2026 and the provision of the proposed report on the
performance audit of the Timely Payments Performance data.

| welcome this opportunity to provide Museums Victoria’'s response to the recommendations
made by your office. | am also pleased to provide you with advice regarding the actions we
are taking in relation to the recommendation made by your office.

| would like to thank your team for working with our staff so productively. | note and appreciate
the inclusion of our feedback in the draft final report.

Museums Victoria has reviewed the report and accepts the report and the recommendation in
principle. The implementation of the action plan will be targeted by 30 June 2026.

Please find attached the department's Action Plan addressing the recommendation made by

your office.

Yours sincerely

Lynley Crosswell
Chief Executive Officer and Director

Encl. Attachment 1 - Museums Victoria Action Plan

Museums Victoria | GPO Box 666 Melbourne 3001, Victoria, Australia | museumsvictoria.com.au
ABN 63 640 679 155 CREATIVE ORIA
OFFICIAL
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Response provided by the Chief Executive Officer and Director, Museums Victoria, continued

OFFICIAL

Museums Victoria action plan to address recommendations from Timely Payments Performance

No. VAGO recommendation

6 Identify ways to automate your

capture of a correct and complete
invoice (see Section 4 in report).

accounts payable systems, including the

Acceptance
[ Yes

O No

O In part

X In principle

Agreed management actions

Museums Victoria notes the current system limitations
that prevent the automated capture of invoice receipt
dates. The age of the current system means
enhancements are not a feasible option to pursue. Until
a new financial system can be implemented, MV will
strengthen its internal control environment by
implementing a standardised manual process to
support more accurate Fair Payments Policy (FPP)
reporting. This will include:

Provide clear guidance to vendors on
resubmission of correct undisputed invoice as
needs to be re-dated to the date the corrected,
valid invoice is provided.

Establishing a manual disputed invoices log
which records on a spreadsheet when the 10-
day clock is “suspended” due to an invoice
dispute.

Providing clear procedural guidance and
training to relevant staff to reinforce
responsibilities under the FPP. Monitor and
implement corrective feedback where non-
compliance trends emerge.

Target completion date
30 June 2026

OFFICIAL
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Response provided by the Victorian Small Business Commissioner, Victorian Small Business Commission

20 February 2026 Victorian
Small Business
Commission
Mr Andrew Greaves GPO Box 4509
Auditor-General Melbourne Victoria 3001
Victorian Auditor-General's Office T 0460 001 082

W www.vsbc.vic.gov.au
E m——

By email: [

Dear Mr Greaves,

Thank you for sharing the proposed report on Timely Payments Performance (Proposed
Report). | appreciate the opportunity to review its findings and acknowledge the importance
of ensuring the consistency and accuracy of reporting of entities in the Victorian Small
Business Commission (VSBC) Annual Report.

I'm confident that our reporting upon the performance of entities with regards to the Fair
Payments Policy, and our joint engagement with the Department of Jobs, Skills, Industry and
Regions (DJSIR) and finance teams and secretaries’ offices across the Victorian
Government, has driven the uplift of payment processes since 2021 in support of Victoria’'s
small businesses.

We are committed to addressing your recommendation for the VSBC, through the actions
outlined below.

Victorian Small Business Commission (VSBC) action plan to address
recommendations from Timely Payments Performance

Target

completion
\"/:{cle] date
recommendation Acceptance Agreed management actions

5 [ Includean Yes Request that agencies are Begin

explanation or consistent with their reporting | implementation
note in the O No systems to ensure that with the VSBC
published dataif | O In part payment timeframes are Annual Report
anagency usesa | [Jn principle | calculated accurately and in 2025-26 —to be
date other than accordance with the Policy, tabled in
‘invoice received' using “invoice received” as the | parliament in
to calculate their default marker. late 2026.
results (see
Section4in

Hold an information session for
report). financial officers across
relevant agencies to reinforce
the importance of using the
“invoice received” date for
calculations and maintaining
accurate records.

Include a note in published
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Response provided by the Victorian Small Business Commissioner, Victorian Small Business Commission, continued

performance data if an agency
calculates payment timelines
using a date other than
“invoice received” (eg. “invoice
approval” or “invoice entry”
date).

We will continue working collaboratively with DJSIR and reporting entities to strengthen our
processes and reporting to ensure consistency and transparency for Victorian small
businesses.

| look forward to updating you as we implement your recommendations.

Yours sincerely,

g SI2s

Lynda McAlary-Smith
Victorian Small Business Commissioner

VORIA
OFFICIAL
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Appendix B:
Abbreviations, acronyms and glossary

Abbreviations ~ We use the following abbreviations in this report:

Abbreviation Full spelling

the Policy Victorian Government Fair Payment Policy
Acronyms We use the following acronyms in this report:

Acronym Full spelling

ABN Australian Business Number

ATO Australian Taxation Office

CFA Country Fire Authority

DE Department of Education

DEECA Department of Energy, Environment and Climate Action

DFFH Department of Families, Fairness and Housing

DGS Department of Government Services

DH Department of Health

DJSIR Department of Jobs, Skills, Industry and Regions

DJCS Department of Justice and Community Safety

DTP Department of Transport and Planning

DPC Department of Premier and Cabinet

DTF Department of Treasury and Finance

GST goods and services tax

MV Museums Victoria

VAGO Victorian Auditor-General's Office

VSBC Victorian Small Business Commission

Appendix B-1 | Timely Payments Performance | Victorian Auditor-General’s Report 2025-26



Glossary The following terms are included in or relevant to this report:

Term

Explanation

Level of
assurance

Limited
assurance

Reasonable
assurance

This is a measure of the confidence we have in our conclusions. The quality and
quantity of evidence we obtain affects our level of assurance.

We design our work programs with the information needs of our report users in mind.
We consider if we need to provide them with reasonable assurance or if a lower level of
assurance may be appropriate.

We obtain less assurance when we rely primarily on an agency's representations and
other evidence generated by that agency. However, we aim to have enough confidence
in our conclusion for it to be meaningful. We call these types of engagements
assurance reviews and typically express our opinions in negative terms. For example,
‘nothing has come to our attention to indicate there is a problem.’

See our assurance services fact sheet for more information.

We achieve reasonable assurance by obtaining and verifying direct evidence from a
variety of internal and external sources about an agency's performance. This enables us
to draw a conclusion against an objective with a high level of assurance. We call these
performance audits.

See our assurance services fact sheet for more information.
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Appendix C:
Review scope and method

Scope of this review

Who we
examined

Our review
objective

What we
examined

Why we
conducted this
review

Aspects of
performance
examined

We examined the following agencies:

Agency

Their key responsibilities

All government
departments, Country Fire
Authority and Museums
Victoria

Department of Jobs, Skills,
Industry and Regions

The Victorian Small
Business Commission

Paying suppliers according to contracted or otherwise agreed payment
terms

Development and oversight of the Victorian Government Fair Payment
Policy

Collecting performance data

Publishing performance data

Does the government pay its suppliers on time?

How timely government agencies make payments of contracted goods and services to the private
sector. This includes how agencies implemented the Victorian Government Fair Payment Policy
requirements into their policies, procedures, contracts and processes.

When suppliers do business with Victorian Government agencies they expect to be paid on time.
This is important to business cashflow and for the reputation of these agencies. We did this review
to see if agencies are paying on time and if publicly reported information about payment
timeliness is accurate and transparent.

Our mandate for performance audits and reviews includes the assessment of economy,
effectiveness, efficiency and compliance (often referred to as the ‘3Es + C').

In this review we focused on the following aspects:

Economy

O

Key:
. Primary focus
Secondary focus

O Not assessed

Effectiveness Efficiency Compliance

o O o
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Conducting this review

Assessing To form a conclusion against our objective we used the following lines of inquiry and associated
performance evaluation criteria.

Line of inquiry Criteria

1. Does the government pay its 1.1 The government established and agreed on clear terms of trade with its
private sector suppliers suppliers, including:
according to contracted or
otherwise agreed payment
terms?

e  contracts with all suppliers with a value less than $3 million have the
required clauses regarding payment terms and interest penalties

e  standards or requirements for a ‘correct and complete’ invoice including
form, content and lodgement procedure are documented, agreed and
periodically reviewed

e payment terms (payment due dates) are clearly specified and agreed

e rejection and resubmission and timeframe pause and reset processes are
clear and agreed.

12 The government complies with the agreed terms of trade, including obtaining
agreed discounts for early payment (if any), and paying penalty interest on late
payments where required by the vendor.

2. s the data provided by 2.1 Data compiled by each agency and reported by the Victorian Small Business
entities to the Victorian Small Commission is:
Business Commission about
their invoice volumes and

amounts, payment
timeframes and compliance e complete (all eligible invoices and contracts are captured)

e valid (relevant and consistent with intent of performance reporting on
eligible vendor payments)

rates reliable and is the .
publicly reported
performance presented fairly?

accurate (number of invoices, amounts paid and days to pay are calculated
correctly)

e consistent with underlying accounting records and ledgers.
2.2 The Victorian Small Business Commission presents data that is useful for
decision-making in that it is:
e  consistent and comparable over time
e complete and accurate

e readily understandable and not able to be misinterpreted.

Our methods As part of the review we looked at 6 agencies (Department of Health, Department of Families,
Fairness and Housing, Department of Justice and Community Safety, Department of Jobs, Skills,
Industry and Regions, Museums Victoria and Country Fire Authority) in-depth and:

e reviewed internal policies, procedures and contracts templates

e reviewed a sample of contracts to see if they contain the Victorian Government Fair Payment
Policy clauses

e conducted walkthroughs to see how these agencies process invoices and calculate payment
timeliness.

We also reviewed data for all agencies under the Victorian Government Fair Payment Policy and
included this information in our accompanying dashboard.
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Level of assurance

In an assurance review, we primarily rely on the agency's representations and internally generated
information to form our conclusions. By contrast, in a performance audit, we typically gather evidence from
an array of internal and external sources, which we analyse and substantiate using various methods.
Therefore, an assurance review obtains a lower level of assurance than a performance audit (meaning we
have slightly less confidence in the accuracy of our conclusion).

Compliance We conducted our review in accordance with the Audit Act 1994 and ASAE 3500 Performance
Engagements to obtain limited assurance to provide a basis for our conclusion.

We complied with the independence and other relevant ethical requirements related to assurance
engagements.

Costand time  The full cost of the review and preparation of this report was $480,000.

The duration of the review was 7 months from initiation to tabling.
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Appendix D:
Agencies under the Policy

The Victorian Government Fair Payment Policy covers a total of 39 agencies, as shown in Figure D1.

Figure D1: The departments and agencies under the Victorian Government Fair Payment Policy

Department

Agency

Department of Jobs, Skills, Industry and Regions
Department of Energy, Environment and Climate Action
Department of Health

Department of Justice and Community Safety
Department of Premier and Cabinet

Department of Treasury and Finance

Department of Government Services

Department of Education*

Department of Transport and Planning

Department of Families, Fairness and Housing

AMES Australia

Australian Centre for the Moving Image
Bendigo Kangan Institute

Chisholm Institute

The Council of Trustees of the National Gallery of Victoria
Holmesglen Institute

Melbourne Polytechnic

Museums Victoria

Visit Victoria

Greater Western Water

Goulburn Murray Rural Water Corporation
Melbourne Water

South East Water Corporation

Yarra Valley Water Corporation

Alfred Health

Austin Health

Eastern Health

Melbourne Health

Monash Health

Country Fire Authority

Fire Rescue Victoria

State Emergency Services

Victorian Police

Victorian Legal Aid

Victorian Electoral Commission
Victorian Public Sector Commission
State Revenue Office

State Trustees Limited

Victorian Management Insurance Authority

Note: The agency list presented in the Victorian Government Fair Payment Policy is out of date. This report refers to the Victorian Small Business Commission
Annual Report 2024-25 as the latest version. *Department of Education is referred to as the Department of Education and Training in the annual report.
Source: Victorian Small Business Commission Annual Report 2024-25.
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Appendix E:
Policy performance data

Data notes
1. Victorian Legal Aid told us that:

- due to system limitations, there are instances where the invoice date is used for payment timeliness
reporting (instead of the invoice receipt date)

- the reduction in the number of invoices paid from 2021-22 to 2022-23 is due to a change in reporting
methodology to exclude private practitioners who are managed under a panel arrangement for grants of
legal aid.

2. State Trustees told us that it counts from the invoice date for payment timeliness reporting (as opposed to the
invoice received date).

The Department of Education told us that it revised the 2024-25 reporting to align with improved data.
4. The Department of Treasury and Finance told us that:

- in 2021-22 and 2022-23, invoices under a contract value of $3 million were calculated based on invoice
value rather than contract value

- in 2023-24, some data was excluded

- the reduced number of invoices in 2024-25 is due to a machinery-of-government change.
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Auditor-General's reports tabled in 2025-26

Report title Tabled
Delivering Savings Under the COVID Debt Repayment Plan (2025-26: 1) July 2025
Planned Surgery in Victoria (2025-26: 2) August 2025
Financial Management of Local Councils (2025-26: 3) August 2025
Responses to Performance Engagement Recommendations: Annual Status Update 2025 September 2025
(2025-26: 4)

Relief and Recovery Funding for the 2022 Floods (2025-26: 5) October 2025
Cybersecurity of IT Servers (2025-26: 6) October 2025
Accessibility of Tram Services: Follow-up (2025-26: 7) November 2025
Auditor-General's Report on the Annual Financial Report of the State of Victoria 2024-25 November 2025
(2025-26: 8)

Service Delivery Performance 2025 (2025-26: 9) December 2025
Managing the Transition to Renewable Energy (2025-26: 10) December 2025

Ravenhall Correctional Centre: Rehabilitating and Reintegrating Prisoners — Part 2 (2025-26: 11) February 2026

Major Projects Performance Reporting 2025 (2025-26: 12) March 2026
Modernising myki (2025-26: 13) March 2026
Timely Payments Performance (2025-26: 14) March 2026

All reports are available for download in PDF and HTML format on our website at www.audit.vic.gov.au
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Our role and contact details

The Auditor- For information about the Auditor-General's role and VAGO's work, please see our online fact
General'srole  sheet About VAGO.

Our assurance  Our online fact sheet Our assurance services details the nature and levels of assurance that we
services provide to Parliament and public sector agencies through our work program.

Contact details  Victorian Auditor-General's Office
Level 31, 35 Collins Street
Melbourne Vic 3000
AUSTRALIA

Phone +613 8601 7000
Email enquiries@audit.vic.gov.au
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