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Legislative Assembly
Parliament House

Melbourne

Victorian Auditor-General’'s Report

Dear Presiding Officers

Under the provisions of section 16AB of the Audit Act 1994, | transmit my report on the
audit Regional Growth Fund: Outcomes and Learnings.

This audit assessed the effectiveness, efficiency and economy of the Regional Growth
Fund (RGF), the achievement of the intended outcomes and whether the lessons learned
from the RGF have been applied to the planning and implementation of the Regional Jobs
and Infrastructure Fund (RJIF). The audit also examined the implementation of
recommendations of VAGO’s 2012 Management of the Provincial Victoria Growth Fund
audit.

| found that although the Department of Economic Development, Jobs, Transport &
Resources (the department) has taken action to address our previous recommendations, it
did not adequately address the identified issues.

My examination revealed that there were weaknesses in the design and implementation of
the RGF which limits the department’s ability to fully demonstrate the achievement of RGF
objectives. | also found that Regional Development Victoria did not develop and implement
an effective evaluation framework. The monitoring and reporting, which focused primarily
on jobs and investment leveraged, is potentially misleading and not an accurate reflection
of the achievements of the RGF. This continues to be a trend in performance reporting
across government where Parliament and the community are not being reliably informed of
the performance of various departments.

I have made recommendations to the department to improve its implementation, evaluation
and reporting processes and bring them in line with better practice standards. Prompt
action is required to address these issues in the new RJIF.

Yours faithfully

gj%mfsfbﬂgq&

John Doyle MBA FCPA
Auditor-General

16 September 2015
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Regional Victoria is an important part of the state's economy. It is home to around a
quarter of all Victorians, and significant population growth is expected in the years
ahead. Regional and rural communities face a range of challenges, and there is no
denying the importance of the government’s role in supporting the regions to
develop and prosper.

Regional Development Victoria (RDV) delivers large grant-based initiatives as part
of its role as the state's lead agency for developing rural and regional Victoria. Over
the past 13 years RDV has been managing grant programs that have allocated
over $1.3 billion from at least three large initiatives. This audit focused on the
Regional Growth Fund (RGF), which provided over $570 million in grants to local
councils, business and other departments and agencies over the past four years.

In this audit, | examined whether the Department of Economic Development, Jobs,
Transport & Resources (the department) has effectively addressed the
recommendations from our 2012 audit, Management of the Provincial Victoria
Growth Fund. | also examined whether there were robust governance and
oversight mechanisms in place under the RGF, whether intended outcomes were
being achieved and whether the state is achieving value for its investments. Finally,
I looked into how the department was applying lessons learned from our RGF audit
to its new Regional Jobs and Infrastructure Fund.

While the department has acted to address many of the recommendations from the
2012 audit, in some areas it has not adequately addressed fundamental flaws. My
audit found there were weaknesses in the design and implementation of the RGF,
particularly around the transparency of application processes and in performance
evaluation and reporting. There were also some weaknesses in governance, with
independent assessment committees seemingly ‘'rubber stamping' projects for
approval. These issues persist despite the department managing significant
grant-based programs for well over a decade. As a result, it was difficult to
ascertain whether the best possible projects were funded under the RGF. This also
brings into question whether the state achieved the best value for money for its
investment in regional Victoria.

I am most concerned about the accuracy of reporting on jobs and investment
leveraged—particularly reporting on job numbers as part of the department's
Budget Paper measures.

Victorian Auditor-General’'s Report Regional Growth Fund: Outcomes and Learnings
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Auditor-General’s comments

For over a decade numerous VAGO audits have found significant weaknesses in
the way departments measure and report on performance. As | highlighted in my
2014 report Public Sector Performance Measurement and Reporting, being
transparent, and accurately measuring and effectively communicating performance
to Parliament and the community, is critical for holding departments to account for
their performance. Like the issues around reporting to Parliament highlighted in
VAGO's 2012 report Managing Major Projects, it is doubtful that Parliament and the
community are being accurately and reliably informed on the outcomes of the RGF.
This audit, once again, highlights the need for departments to significantly improve
their reporting to Parliament, and the governance around these processes.

The department has indicated that it will not change its reporting practices as they
are in line with whole-of-government reporting. This 'head in the sand' approach
will only perpetuate the provision of misleading and inaccurate reporting to
government.

I am concerned and disappointed that the department does not fully acknowledge
the significant issues raised and reflected in my recommendations. | urge the
department to take action to fully address all of my recommendations and address
the identified issues. While | note the department is applying some lessons learned
to the new Regional Jobs and Infrastructure Fund, it must be vigilant in ensuring it
maintains a renewed focus on evaluation and improved performance reporting, and
on improving governance and transparency. The department's response does not
provide me with any confidence that it will take all the necessary action to improve.
| therefore intend to closely monitor the implementation of my recommendations,
and will follow up with RDV and the department to ensure appropriate actions have
been taken.

| want to thank the stakeholders who contributed to the audit by providing feedback
and sharing their perspective.

gj%mfsfbﬂgq&

John Doyle MBA FCPA
Auditor-General

September 2015
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Audit summary

Regional Victoria is an integral part of Victoria's economy. Approximately a quarter
of Victorians live in regional areas where the population is projected to grow from
1.48 million to 2.91 million by 2036. The regional economy contributed $66.9 billion
to the state economy in 2013-14, approximately 19.6 per cent. It also provided

21 per cent of the state's employment.

Regional and rural communities face a range of challenges including declining
population in certain areas, fewer economic opportunities, issues with the
development and maintenance of infrastructure, adverse environmental changes
and the need for increased community participation. The current and previous
Victorian governments have implemented a range of policies and initiatives aimed
at driving regional development and dealing with these challenges.

The Regional Growth Fund (RGF) commenced in July 2011 and was an eight year,
$1 billion commitment of the previous government to support regional
development—it was initially funded with $500 million over four years. The RGF
focused on creating jobs and leveraging investments in regional Victoria. It was
also intended to improve community resilience, create regional leadership through
community participation, and improve overall regional liveability.

In 2012 VAGO tabled the audit report Management of the Provincial Victoria

Growth Fund. While the Provincial Victoria Growth Fund (PVGF) had ceased at the

time the report was released, the audit made recommendations in relation to its

replacement, the RGF. These included:

. developing more robust business cases and processes to assess proposals
to inform funding decisions

. developing clear and measureable outcomes

. developing a comprehensive evaluation framework supported by relevant and
appropriate performance measures and targets

. implementing robust monitoring and reporting systems

. undertaking mid- and end-term evaluations with a focus on demonstrating the
achievement of objectives and outcomes.

The RGF ceased in June 2015 following a change of government. It completed its
first phase and allocated approximately $570 million during its operation. The newly
established Regional Jobs and Infrastructure Fund (RJIF), which commenced in
July 2015, is a $500 million fund replacing the RGF.

This audit assessed the effectiveness, efficiency and economy of the RGF, the
achievement of the intended outcomes and whether the lessons learnt from the
RGF have been applied to the planning and implementation of the RJIF.
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Audit summary

Conclusions

Weaknesses in the design and implementation of the RGF mean that the
Department of Economic Development, Jobs, Transport & Resources (the
department) cannot fully demonstrate that value for money and the goals and
objectives of the RGF have all been achieved. These weaknesses include a lack of
transparency in pre-application processes and fundamental flaws in performance
evaluation and reporting.

Pre-application and assessment processes for major Economic Infrastructure
Program projects of the RGF were subjective and lacked evidence upon which to
base funding decisions, particularly as there was no documentation of the
pre-application process. For other programs, including the Putting Locals First
Program, there is better documentation with evidence that project proposals were
assessed before full applications were submitted and assessed. The Local
Government Infrastructure Program involved a formula based distribution of funds
to local governments. There was also a general absence of sufficient benchmarks
and targets for assessing applications and assuring that value for money is likely to
be achieved.

Regional Development Victoria (RDV) did not implement an effective evaluation
framework in the initial stages of the RGF, and undertook limited monitoring and
reporting of all of the RGF's outcomes.

Monitoring and reporting activities primarily focused on jobs and investment
leveraged. However, the figures reported are potentially misleading as they inflate
the actual achievements of the RGF. Reported job numbers primarily relate to
expected, rather than actual jobs created. Consequently, reported RGF figures do
not provide an accurate picture of actual achievements.

These issues are not new to the department, and have persisted under the RGF
because it did not adequately address our previous recommendations. Going
forward, the department is applying the lessons learned to the design and
implementation of the new RJIF. This includes developing a stronger evaluation
framework with regular reviews, a greater focus on performance reporting, and
collecting baseline data. However, given RJIF's recent implementation, it is too
early to determine the effectiveness of these improvements.

Findings
Design of the Regional Growth Fund

RDV incorporated some better practice elements of grants management in the
design of the RGF, including stakeholder engagement, grants processes, and
governance and accountability. However elements relating to robust planning, a
focus on outcomes, value for money, and probity and transparency were not
adequately addressed.
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Audit summary

Grant processes

With the exception of the Local Government Infrastructure Program, the RGF
distributed funds using on a non-competing grant process. A non-competing grant
process is one where applications are individually assessed against criteria without
reference to any comparative applications. This process has the potential to
increase uncertainty about how decisions are made because it reduces
transparency. It is therefore important to establish and document clear and
appropriate pre-application procedures.

RDV developed detailed criteria and guidance for RGF applicants. Prior to
providing a formal application form, RDV held detailed discussions with potential
applicants. For the Putting Locals First Program there is evidence of the
pre-application process in the form of project proposals. However, for the major
Economic Infrastructure Program, there is no evidence detailing these discussions.
This has precluded an examination of whether the pre-application process was fair
and appropriate.

Subjectivity of the assessment decisions

The RDV assessment process lacked consistency and included a degree of
subjectivity.

Not all RGF programs had benchmarks and targets against which to assess
funding applications. Where benchmarks and targets were available, RDV did not
consistently apply them. In some cases funding was approved that exceeded
benchmarks. However, RDV recorded reasons for exceeding the benchmarks.

In cases where all committee members did not support an assessment decision,
their issues would be documented in the brief seeking ministerial consideration and
approval. In all these instances, funding was approved. Although RDV generally
provided detail on the concerns of the committee members in the brief to the
minister, instances were noted where certain concerns were not reported.

Evaluation of the Regional Growth Fund

At the outset RDV did not have a robust evaluation framework in place for the RGF.
Relevant and appropriate performance measures were not established until

18 months after the fund had commenced. Limited baseline data was collected and
there was a general lack of benchmarks and targets for all RGF programs.

RDV invested significant resources and made efforts to have an evaluation of the
RGF, however, it failed to do so. It did not undertake any program reviews despite
the need for these being identified in its risk management plan. RDV has not yet
carried out its final evaluation of the RGF—however, it is in the process of
preparing for this.

Victorian Auditor-General’'s Report Regional Growth Fund: Outcomes and Learnings
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Monitoring and reporting

RDV did not establish a robust set of performance measures at the start of the
RGF. Although more detailed measures were subsequently developed, not all of
the measures were monitored and reported on. RDV primarily focused on
measures relating to jobs and investments, however, the reporting of jobs and
investments is potentially misleading and does not present an accurate picture of
the outcomes achieved. RDV now recognises the need for effective performance
measures at the start of an initiative.

Accuracy of outcomes reported

In its budget paper and ministerial reporting, RDV reported the total number of jobs
created by projects, regardless of the ratio of funding provided through the RGF
versus the total project cost. Although there is still some ambiguity, RDV was
clearer in presenting the information in its annual reports. In all reporting RDV also
reported the gross number of jobs, without adjusting for factors such as jobs that
would have been created without RGF support, or jobs that have been lost
because of the project. A lack of program evaluation means RDV cannot
demonstrate the achievement of the job numbers it claims to have created.

RDV used a similar method to report investment leveraged. It reported that
approximately $1.5 billion in investments was leveraged from RGF's

1 800 projects. However, almost one-third of the $1.5 billion came from just

six projects, which received just $7.7 million from the RGF out of their combined
total cost of $525.9 million. That is less than 1.5 per cent of their total costs.
Despite this, RDV reported that the $518.2 million leveraged from these six
projects was completely attributable to the RGF.

Value for money

An absence of targets or benchmarks makes it difficult for assessment committees
to decide whether the applications are providing value for money. RDV did not
establish sufficient benchmarks for all programs. This lack of benchmarking and
lack of documentation of the pre-application process makes it difficult to assess if
the projects that were funded provided the best value for money.
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Recommendations

Number Recommendation Page

That, while developing and implementing the Regional Jobs and Infrastructure Fund
and other future initiatives of a similar nature, the Department of Economic
Development, Jobs, Transport & Resources:

1. increases awareness of the initiatives to ensure the best 27
possible projects are funded

2. implements robust governance arrangements, including an 27
effective role for assessment committees in funding decisions

3. develops and documents detailed pre-application funding 27
processes that are transparent and demonstrate that the best
available applications are funded

implements identified risk management actions and plans 27
5. implements robust monitoring and reporting systems and 27
processes
6. develops a robust evaluation framework including relevant and 27

appropriate performance measures, benchmarks, targets and
baseline data

7. undertakes regular reviews and evaluation activities to 27
demonstrate that grant initiatives are meeting their goals and
objectives

8. demonstrates the achievement of objectives by: 44

e monitoring and reporting on all outcomes of the initiative

e developing guidelines, in line with better practice, for
making appropriate adjustments to outcomes prior to

reporting
e accurately and fairly reporting outcomes attributable to the
initiative
9. demonstrates the effective use of public money by: 44

e developing robust guidelines and frameworks to assess
value for money

e establishing and effectively implementing benchmarks and
targets for all programs

e providing advice to government on value-for-money
thresholds.

Submissions and comments received

We have professionally engaged with the Department of Economic Development,
Jobs, Transport & Resources throughout the course of the audit. In accordance
with section 16(3) of the Audit Act 1994 we provided a copy of this report to the
department and requested their submissions or comments.

We have considered those views in reaching our audit conclusions and have
represented them to the extent relevant and warranted. Their full section 16(3)
submissions and comments are included in Appendix C.

Victorian Auditor-General’'s Report Regional Growth Fund: Outcomes and Learnings
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Background

1.1 Regional development

1.1.1 Introduction

Regional Victoria is an integral part of Victoria's economy. Approximately a quarter of
Victorians live in regional areas where the population is projected to grow from

1.48 million to 2.91 million by 2036. The regional economy contributed $66.9 billion to
the state economy in 2013-14, around 19.6 per cent. It also provided 21 per cent of
the state's employment.

Regional and rural communities face a range of challenges including declining
population in some areas, fewer economic opportunities, issues with the development
and maintenance of infrastructure, adverse environmental changes and the need for
increased community participation.

1.1.2 Regional policy context

Regional Victoria is broken into five regions as shown in Figure 1A.

Figure 1A
Breakdown of regional Victoria

Source: Regional Development Victoria (RDV).

A range of policies and plans guide development programs within these regions.

Victorian Auditor-General’'s Report Regional Growth Fund: Outcomes and Learnings 1
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Regional Strategic Plans

Regional Strategic Plans (RSP) are prepared by community based committees
including local government, community groups, and other stakeholders—including
businesses. The RSPs identify the region's key issues, long-term plans and priorities to
maximise economic and social development opportunities and manage future growth.

Regional Growth Plans

Regional Growth Plans build on the directions set out in RSPs by providing broad
direction for land use and development. They are developed in a partnership between
local government and state agencies and authorities through consultation with
communities and key stakeholders.

Regional development initiatives

There has been a range of regional development initiatives focused on addressing the
challenges facing regional Victoria over the past 15 years. These have primarily
focused on developing infrastructure to drive economic development, and on
empowering and developing regional communities. A brief time line of major initiatives
is shown in Figure 1B.

Figure 1B
Major regional development initiatives 1999-2015

Year Amount allocated
Name of initiative started ($ million)
Regional Infrastructure Development Fund 1999 2011 871
(RIDF)
Provincial Victoria Growth Fund (PVGF) 2005 2011 100
Regional Growth Fund (RGF) 2011 2015 570
Regional Jobs and Infrastructure Fund 2015 N/A 500
(RGIF)

Source: Victorian Auditor-General’s Office based on information provided by RDV.

Regional Infrastructure Development Fund

The RIDF was established in 1999 with an initial funding allocation of $181 million.
Over 11 years $871 million was allocated through this fund. In addition to
infrastructure, RIDF focused on capital works, transport, education, information and
communications technology, and tourism facilities. RIDF was replaced by the RGF in
2011.

Provincial Victoria Growth Fund

Established in 2005, PVGF was a $100 million fund designed to complement RIDF and
support activities designed to drive population, investment and business growth. PVGF
contained multiple programs and projects supporting skilled migration, agriculture,
business and recreational industries. PVGF was managed by a number of different
government departments and agencies. PVGF funding ceased in June 2011.

2 Regional Growth Fund: Outcomes and Learnings Victorian Auditor-General’'s Report
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Regional Growth Fund

RGF was established by the Regional Growth Fund Act 2011 as a trust fund in the
Public Account. It was the then government's $1 billion commitment over eight years to
drive regional development across Victoria. The first phase of the fund allocated

$500 million in the first four years, and the remaining $500 million was to be allocated
across 2015-19. An additional $70 million was allocated to the RGF, taking the total
approved funding to approximately $570 million by 30 June 2015.

Approximately $231 million, or 46 per cent, of the initial RGF allocation of $500 million
was for the election commitments of the previous government. A list of RGF election
commitments is included in Appendix A.

RGF funding ceased on 30 June 2015 and a new $500 million RJIF came into
operation on 1 July 2015. Both RGF and RJIF are examined in this audit.

Regional Jobs and Infrastructure Fund

The newly established RJIF is targeted towards creating jobs, supporting major
infrastructure and building stronger communities. The RJIF has three components:
. the $250 million Regional Infrastructure Fund

. the $200 million Regional Jobs Fund

. the $50 million Stronger Regional Communities Plan.

Around $192 million, or 38 per cent, of the RJIF has been allocated to election
commitments. The list of RJIF election commitments is also included in Appendix A.

1.1.3 Regional development funding

Figure 1C shows the approved grant amounts for regional development since 2000,
which totals approximately $1.3 billion.

Figure 1C
Regional development approved grants 2000-15
$ million
200 -
150
100 -
50

Q N & M ) © A So) ) Q N > b( &)
S & ‘)9& & P S S (LQ@ S S S
mRIDF PVGF RGF

Note: For the PVGF an approved grant amount of $300 000 is included in the 2011 grants.
Source: Victorian Auditor-General’s Office based on information provided by RDV.
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4

1.2

Overview of the Regional Growth Fund

1.2.1

1.2.2

Goals and objectives

The RGF had two long-term goals of ‘developing a prosperous and thriving regional
Victoria with more opportunities for regional Victorians’ and ‘improving the quality of life
for regional Victorians'.

The RGF also had four objectives to accomplish its two goals:
. strengthening the economic base of regional Victoria
. facilitating the creation of jobs and improvement of career options for regional

Victorians
. supporting the resilience and sustainability of communities in regional Victoria
. increasing the capacity of regional communities to drive development in their
region.

Design and programs

The RGF was divided into strategic and local initiatives. The strategic initiatives were
initially allocated $300 million while the local initiatives were allocated $200 million. The
five broader programs under the RGF commenced in June 2011 and were targeted
towards achieving the objectives of the RGF.

Economic Infrastructure Program

The aim of the Economic Infrastructure Program (EIP) was to provide support and
funding for strategic infrastructure projects through a number of sub-programs. Both
private and public sector entities were eligible for EIP funding. There were four
sub-programs within the EIP:

. Growing and Sustaining Regional Industries and Jobs

. Transforming and Transitioning Local Economies

. Building Strategic Tourism and Cultural Assets

. Energy for the Regions.

Apart from the $123.7 million Energy for the Regions program, which was funded
through a tendering process, EIP projects were evaluated by a two-stage assessment
process, undertaken by RDV and the interdepartmental Regional Economic
Infrastructure Committee (REIC).

A number of place-based programs were also administered through the EIP. These
include:

. Geelong Advancement Fund

. Goulburn Valley Industry and Infrastructure Fund

. Latrobe Valley Industry and Infrastructure Fund

. Murray-Darling Basin Regional Economic Diversification Program.

Regional Growth Fund: Outcomes and Learnings Victorian Auditor-General’'s Report
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Developing Stronger Regions Program

The Developing Stronger Regions Program (DSRP) provided support for studies to
investigate the technical and economic viability of possible RDF projects. This included
feasibility studies and business cases. The program's funding application process was
similar to the EIP.

DSRP was open to both private sector and public sector entities.

Building Stronger Regions Program

The Building Stronger Regions Program (BSRP) provided resources to deliver most of
the previous government's election commitments. These included the Gippsland
Environment Fund, Local Solutions Year 12 Retention Initiative, Fire Ready
Communities Program and a number of other smaller funds.

BSRP was open to public sector entities and educational institutions.

Local Government Infrastructure Program

The Local Government Infrastructure Program (LGIP) was a $100 million initiative that
aimed to provide regional and rural councils with certainty to plan for, and build, new
public infrastructure or to renew assets. Funding was determined by a formula based
on a number of demographic factors including population.

Projects funded through the LGIP were nominated through councils' Forward Capital
Work Plans, which are the councils' long-term infrastructure programs.

LGIP was only available to the local councils.

Putting Locals First Program

The Putting Locals First Program (PLFP) was a $100 million initiative designed to
enable regional communities to deliver and address gaps in services and infrastructure
in regional communities. PLFP project proposals were assessed by a two-stage
assessment by RDV and Regional Development Australia (RDA) committees.

PLFP was open to both private and public sector entities.

Funding allocations

The RGF received $70 million in addition to its initial $500 million allocation as shown
in Figure 1D.

Victorian Auditor-General’'s Report Regional Growth Fund: Outcomes and Learnings 5
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Figure 1D
RGF: Allocations and funding as at 30 June 2015, $ million
Approved
Final project
Program Initial allocation  allocation funding
Strategic initiatives
EIP 116 144.6 139.6
Energy for the Regions 100 123.7 123.7
Goulburn Valley Industry and Infrastructure No initial allocation 5.0 5.1
Fund
Latrobe Valley Industry and Infrastructure No initial allocation 14.3 14.3
Fund
Geelong Advancement Fund No initial allocation 7.5 7.5
Murray-Darling Basin Regional Economic No initial allocation 0 4.7
Diversification Program(a)
EIP subtotal 216 295.1 294.9
DSRP 12 11.5 8.2
BSRP 72 65.0 66.1
Strategic initiatives subtotal 300 371.6 369.2
Local initiatives
PLFP 100 97.0 100.5
LGIP 100 100.0 100.0
Local initiatives subtotal 200 197.0 200.5
Total® 500 568.6 569.7

(a) The program had no initial allocation as it was started in 2014 in response to ongoing structural
adjustment issues in the region. Final allocation is expected to be managed through future savings
within the RGF.

(b) The Department of Economic Development, Jobs, Transport & Resources has advised the excess
approved funding of approximately $1.1 million is expected to be managed through future savings
of the RGF.

Source: Victorian Auditor-General's Office based on information provided by RDV.

The initial RGF allocation of $500 million was supplemented by $52 million worth of
savings and uncommitted funds from RIDF, an additional $11 million for the Geelong
Advancement Fund, as well as interest earned on the fund annually. A portion of funds
from DSRP and BSRP was reprioritised to support the establishment of place-based
programs in response to emerging issues and demand throughout the course of the
four-year fund.
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1.3 Roles and responsibilities

1.3.1 Regional Development Victoria

RDV is a statutory body established in 2002 and is part of the Department of Economic
Development, Jobs, Transport & Resources.

Prior to December 2014 the Department of Economic Development, Jobs, Transport &
Resources was the Department of State Development and Business Innovation, and
prior to December 2013 it was the Department of Planning and Community
Development.

RDV is the Victorian Government's lead agency for developing rural and regional
Victoria. Its aim is to build stronger economies and communities through employment,
investment and infrastructure.

RDV administered RGF through a trust fund arrangement.

1.3.2 Regional Policy Advisory Committee

The Regional Policy Advisory Committee (RPAC) was established in 2011 under the
Regional Development Victoria Act 2002. The functions of RPAC included the provision
of advice to the Minister for Regional and Rural Development on RGF strategic
infrastructure projects that have statewide significance, or significance to rural and
regional Victoria. RPAC was replaced by the Regional Development Advisory
Committee in 2015.

1.3.3 Regional Development Australia committees

RDA committees were established under a cooperative arrangement between the state
and federal governments. The five non-metropolitan Victorian RDA committees provide
advice to the Minister for Regional and Rural Development on local priority projects,
identified needs and government investment opportunities to be funded from the local
initiatives of the RGF, including the PLFP.

1.3.4 Regional Economic Infrastructure Committee

REIC was an interdepartmental committee established to consider and assess
applications received under a number of RGF infrastructure programs. It was
responsible for making recommendations to the Minister for Regional and Rural
Development about which infrastructure projects should be funded under the RGF.

REIC was chaired by the chief executive officer (CEO) of RDV and included

representatives from:

. the Department of Premier of Cabinet

. the Department of Treasury and Finance

. the former Department of Transport, Planning and Local Infrastructure

. the former Department of State Development, Business and Innovation
. RDV.

Victorian Auditor-General’'s Report Regional Growth Fund: Outcomes and Learnings 7
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1.3.5

1.4

REIC has been replaced by the Regional Infrastructure Development Committee. It will
continue to be chaired by the CEO of RDV and will have representatives from the
Department of Premier of Cabinet, the Department of Treasury and Finance, and the
Department of Economic Development, Jobs, Transport & Resources as well as
representatives from agencies and departmental divisions relevant to the applications
being heard.

Department’s Investment Committee

The Department’s Investment Committee was an internal committee, within the
Department of Economic Development, Jobs, Transport & Resources, that assessed
business project proposals under the PLFP.

Previous VAGO audit

1.4.1

Provincial Victoria Growth Fund audit

In 2012 VAGO tabled the audit report Management of the Provincial Victoria Growth
Fund. The audit found that PVGF had a number of issues including deficiencies
relating to documentation and a lack of consistency in applying criteria to funding
decisions. There was also no business case underpinning PVGF.

The audit also found that the monitoring and reporting processes, which were
generally good, reported on outputs rather than outcomes. Further deficiencies in
planning and evaluating meant RDV could not demonstrate that PVGF had achieved
its objectives. The audit also found weaknesses in the risk management activities
undertaken by the former Department of Planning and Community Development.

While PVGF had ceased at the time the report was released, the audit made

recommendations in relation to the RGF. These included:

. developing more robust business cases and processes to assess proposals and
inform funding decisions

. developing clear and measureable outcomes

. developing a comprehensive evaluation framework supported by relevant and
appropriate performance measures and targets

3 implementing robust monitoring and reporting systems

. undertaking mid- and end-term evaluations with a focus on demonstrating the
achievement of objectives.

The department at the time—the Department of State Development, Business and
Innovation—indicated that it had addressed these issues in its submission to the audit
Responses to 2012-13 Performance Audit Recommendations.
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1.5 Audit objective and scope

The objective of this audit was to assess the effectiveness, efficiency and economy of
the RGF. This included assessing the achievement of the intended outcomes and
whether the lessons learned from the RGF have been applied to the planning and
implementation of the RJIF.

To address this objective, the audit examined whether RDV:

. had effectively addressed recommendations from the Management of the
Provincial Victoria Growth Fund audit

. has robust governance and oversight mechanisms, the intended outcomes of the
RGF and value for money is being achieved and lessons learned from RGF are
being applied to the RJIF.

The audit considered recommendations of the 2012 PVGF audit and examined the
achievement of regional development objectives as envisioned in the RGF.

1.6 Audit method and cost

The audit involved:

. review of RGF project documentation

. analysis of RDV data of RGF projects

. analysis of RDV internal and external reviews

. evaluation of RDV management responses to internal and external reviews
. interviews with key RDV staff.

The Australian National Audit Office issued a better practice guide for Implementing
Better Practice Grants Administration in December 2013. The guide provides a
framework for effectively administering a grants based program. VAGO has assessed
the RGF against the key elements of this framework, among other better practice
standards.

The audit was conducted in accordance with section 15 of the Audit Act 1994 and the
Australian Auditing and Assurance Standards. Pursuant to section 20(3) of the Audit
Act 1994, unless otherwise indicated, any persons named in this report are not subject
of adverse comment or opinion.

The total cost of the audit was $350 000.

1.7  Structure of the report

This report is structured as follows:
. Part 2 examines the design and implementation of the RGF
. Part 3 discusses the outcomes of the RGF.
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Design and implementation

of the Regional Growth Funo

At a glance

Background

The Regional Growth Fund (RGF) aimed to drive employment and economic growth,
and strengthen the economic, social and environmental base of regional communities.
Effective design and implementation is essential for delivering a large grant-based
initiative of this kind. Funding processes and assessments should be transparent and
equitable and there should be robust monitoring, reporting and evaluation.

Conclusion

There were weaknesses in the design and implementation of the RGF. Delays in
developing an effective evaluation framework mean the Department of Economic
Development, Jobs, Transport & Resources (the department) is not able to
demonstrate the achievement of RGF objectives and outcomes. Limited transparency
around the pre-application process, combined with a lack of sufficient benchmarks and
targets for key intended outcomes, makes it unclear whether the best available
projects were funded and value for money was achieved. While the department has
acted to address VAGO's previous recommendations, actions have not adequately
addressed the issues.

Findings

. Pre-application processes were not well documented.

. A robust evaluation framework was not effectively developed and implemented.

. Performance measures were neither effectively developed nor monitored.

. There was a general lack of targets, benchmarks and baseline data for
performance measures.

Recommendations

That, when designing and implementing future initiatives, the department:

. increases the level of documentation of funding processes, including
pre-application processes and assessment decisions

. develops a robust evaluation framework including relevant and appropriate
performance measures, benchmarks and targets

. undertakes regular reviews and evaluation activities to demonstrate that grant
initiatives are meeting their goals and objectives.
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12

2.1

Introduction

2.2

Robust planning and design is important for the successful implementation of a large
grant-based initiative. Initiatives should be soundly based, have a clear rationale,
provide value for money, have effective governance mechanisms, identify risks and
implement effective risk management strategies. Probity and transparency should be
entrenched throughout the design and implementation of the initiatives. An effective
grants initiative should include relevant and appropriate performance measures and
have an effective monitoring, evaluation and reporting framework to demonstrate the
achievement of objectives and intended outcomes.

Our 2012 audit, Management of the Provincial Victoria Growth Fund, recommended

that Regional Development Victoria (RDV) apply the lessons learned from the

Provincial Victoria Growth Fund to the Regional Growth Fund (RGF).

Key recommendations included:

. ensuring the fund is soundly based

. developing a comprehensive evaluation framework with relevant and appropriate
performance targets

. undertaking outcome-based evaluations

. developing a risk management framework

. implementing appropriate record keeping and document management systems.

Conclusion

There were weaknesses in the design and implementation of the RGF. Delays in
developing an effective evaluation framework that includes robust performance
measures, and ineffective implementation of the framework, as well as limited
monitoring and reporting activities mean the Department of Economic Development,
Jobs, Transport & Resources (the department) is not able to fully demonstrate the
achievement of RGF objectives and outcomes to date. RDV identified effective risk
management strategies but these were not implemented. This increased the risks to
achieving RGF’s objectives.

RGF’s funding assessment decisions were not transparent, particularly for the major
infrastructure projects that involved a degree of subjectivity. Pre-application and
assessment documentation was not robust, and there was no evidence around how
proposals were short-listed.

The Putting Locals First Program (PLFP) component was more transparent in its
pre-application process with documents available for projects that did not proceed to
full application stage. Almost all the applications that were assessed were
recommended for funding by the oversight committees and eventually funded. The
department advised this is an expected outcome in an effective pipeline grants model,
which was used for most programs. However, it is not clear how it can be determined
that the application process was effectively managed without robust evidence of the
pre-application process.
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This, combined with a lack of benchmarks and targets for key outcomes, provides
limited assurance that the best available projects were funded and that value for
money was achieved. While the department has acted to address VAGO's previous
recommendations, in most cases actions have not adequately addressed the issues.

2.3 Development of the Regional Growth Fund

A major initiative like the RGF should be underpinned by a business case that
demonstrates the need for the initiative, consideration of alternative options and
effective governance and risk management frameworks. It should also include a
well-developed evaluation framework to support monitoring and reporting on the
achievement of objectives and intended outcomes.

2.3.1 Business cases and the Policy Context and

Operational Model

RDV developed a detailed Policy Context and Operational Model (the Model) in

April 2011 to guide the implementation of the RGF. When read in conjunction with the
business case—which does not contain sufficient information—it provides a
reasonable basis for the RGF as a whole. RDV has advised that it followed
whole-of-government guidelines for the preparation of short form business cases for
election commitments. However, this should not preclude it from developing robust
business cases to fully inform government of the available options.

The Model provides more details of the need and rationale for the RGF and outlines

the challenges for regional Victoria, such as structural adjustment to industry and

social disadvantage. It also provides the operational guidelines for the RGF including:

. fund design, and details on the strategic and local initiatives streams of the fund

. a risk management strategy that identifies the risks to the achievement of RGF
objectives

. a governance framework that identifies the various committees and their roles in
the overall governance of the RGF

. an evaluation framework that identifies performance measures and monitoring
and reporting activities that would help demonstrate the achievement of RGF
objectives.

However, the initial evaluation framework and performance measures required
significant revision 18 months after the RGF commenced. This is discussed further in
Section 2.6.
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2.3.2 Pipeline funding model

RDV has adopted an open-ended ‘pipeline’ grants model for most RGF programs. It
believes this is the most efficient and effective approach for long-term place-based
grant programs that support highly heterogeneous projects and programs seeking to
address complex, higher risk, inter-related economic and social policy objectives. The
projects funded by the RGF vary substantially in size, nature, proponents, timing, risks,
costs and benefits.

RDV advised that the context in which this model operates is through long-term
deep-seated relationships with regional businesses and communities, and a strong
track record of working with stakeholders to build shared understanding—for example
on relative competitive advantages and drivers of growth—and to work iteratively to
develop and support the investments that make a difference. Applications are required
to address how the proposal reflects Regional Strategic Plans, which identify regional
priority projects. RDV believes this is a highly transparent model that is informed by
shared information within a regional context and in which value for money is assessed

openly by regional leaders.

2.3.3

Assessment of Regional Growth Fund planning and

design against better practice

The Australian National Audit Office’s (ANAO) better practice guide, Implementing
Better Practice Grants Administration identifies seven key principles of grants
administration. Our assessment of the RGF planning and design against these

principles is shown in Figure 2A.

Figure 2A

Planning and design assessment against ANAO framework

Evidenced
in RGF

Key principle planning
Robust planning Partly
and design
Collaboration and v
partnership—with
grant recipients
and other relevant
stakeholders
Proportionality— v

program design
features and
administrative
processes
address
complexity of
grant program

14
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Comments

The business cases were not robust. The Model
included more detail regarding RGF planning and
design. However, key elements, including the
evaluation framework, were not sufficiently developed
and required significant revision.

There is evidence of both internal and external
stakeholder input in RGF planning and design. Projects
proposed by Commonwealth and state governments,
local councils and the private sector were funded,
indicating a reasonable degree of collaboration and
partnership.

The RGF had a detailed program design that provided
for a more focused approach for specific programs. It
was divided into five programs with different objectives,
guidelines and administrative processes. Separate
teams administered programs of a different nature.
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Figure 2A
Planning and design assessment against ANAO framework — continued
Evidenced
in RGF
Key principle planning Comments
An outcomes Partly The over-arching goals and objectives of the RGF
orientation reflect an outcomes orientation. However, limited

performance measures were developed at the start of
the RGF to monitor the stated outcomes.

Achieving value Partly Achieving value for money should be ‘a prime

with public money consideration in all aspects of grants administration’.
RDV believes that ‘value for money considerations are
embedded and operationalised throughout the
program’. However, our assessment indicates there is
no clear framework for achieving value for money in
the RGF program design. The program guidelines
have a criterion of maximising value to the state, but
do not clarify how this will be achieved. Limited
consideration of value for money was evident at the
implementation stage.

Governance and 4 The Model identified a well-developed governance and

accountability accountability framework, which included several
oversight committees.

Probity and Partly Decisions relating to grant activities should be

transparency impartial, appropriately documented and publicly
defensible.

There is limited reference to probity and transparency
in the RGF planning and design stating that ‘the Fund
will apply integrity and transparency in its decision-
making, with the results of funding decisions and the
spread of allocations publicly available’. The pre-
application process was not documented for the
Economic Infrastructure Program (EIP), which
provides limited transparency of the funding process.

Source: Victorian Auditor-General’s Office based on ANAQ'’s better practice guide, Implementing
Better Practice Grants Administration.

2.4 Governance

Good program governance should provide transparency and confidence in
decision-making, which should be able to withstand all forms of public scrutiny. An
effective governance framework should also provide clarity of roles and responsibilities
and include adequate consideration for various stakeholder interests.

2.4.1 Grant processes

A ‘pipeline’—open-ended, non-competing—grants model was used for the majority of
RGF programs except the $100 million Local Government Infrastructure Program
(LGIP) where RDV adopted a formula-based grant, which was government policy. In a
non-competing grant process applications are assessed individually against the
selection criteria without reference to the comparative merits of other applications.

The application and funding process is shown in Figure 2B.
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Figure 2B
Application and funding process for RGF funding

Stage Comments

Initial— e Information about the RGF was provided through the RDV website,

infor_mation discussions by the regional RDV offices and media announcements.

provided e Funding details, criteria and guidelines were available through the
RDV website.

¢ Interested parties were asked to contact regional RDV offices, or the
Melbourne office for infrastructure projects.

e Weighted assessment criteria, reflecting the importance of differing
criteria, were used only for the PLFP.

Pre-application e Preliminary detailed discussions assessed the appropriateness of
projects. In many cases, RDV staff helped develop the funding
application and in certain cases, RDV referred applicants to other,
more appropriate sources of funding.

e For the PLFP, RDV invited and assessed project proposals prior to
providing the formal applications to applicants.

e Once a project sufficiently demonstrated alignment with the funding
criteria, the applicant was asked to ‘formally apply’.

Assessment o RDV staff assessed funding applications against published criteria.

and funding « In all programs except the PLFP, applications were rated as low,
medium or high against each criterion, without assigning a
consolidated rating to the overall application.

e The various subcommittees were provided with the assessment, and
related documentation to make a recommendation to the Minister for
Regional and Rural Development.

e The minister, as the final decision-maker, approved the funding
based on the recommendations of the committees.

Source: Victorian Auditor-General’s Office based on information provided by RDV.

Although non-competing grants are an acceptable approach for grants funding, the
ANAO better practice guidelines state that it ‘increases uncertainty, reduces
transparency and perceived equity and may disadvantage some potential grant
recipients’. The guidelines also identify circumstances in which alternative application
processes are appropriate. RDV'’s pipeline model fits within ANAO'’s alternative method
of non-competitive grants model.

However, the guidelines state that when this approach is used ‘it will be important to
establish mechanisms that will provide appropriate transparency in regard to the
pre-application processes undertaken’. RDV believes it provides transparency from the
full cycle of regional planning through to final project assessment. However, lack of
documentation of the pre-application process means RDV cannot demonstrate this for
the major infrastructure component.

RDV developed detailed guidelines for various RGF programs. The published
assessment criteria addressed the objectives of the RGF and provided applicants with
appropriate information to determine if their projects aligned with the relevant RGF
funding criteria.
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RDV advised that it held detailed discussions with ‘potential funding applicants’ prior to
providing them with application forms for their formal application. However, for the EIP
there is no documentation available recording these discussions. This precluded an
examination of whether the pre-application process was fair and transparent. RDV has
provided a summary of events that took place in the pre-application process for some
projects that were funded. However, this summary is not equivalent to a record of the
content of discussions.

RDV believes making application forms widely available would lead to a high
proportion of ineligible proposals, and subject potential applicants and RDV to
unnecessary administrative burden. However, robust design and guidance around the
application process could address this concern.

Need for awareness

A non-competing grant process should ideally include wide awareness of the
availability of grants. RDV believes it has strong relationships with regional businesses
and communities and a strong track record of working with stakeholders to develop
and support investments that make a difference.

A 2013 internal review that RDV conducted to inform the design of the second phase
of the RGF, recommended taking steps to increase awareness of the RGF and its
programs. A 2013 external evaluation of RGF governance and administration found
that there was limited awareness of the RGF. RDV advised that post the external
evaluation it was transferred into the former Department of State Development and
Business Innovation, where a well-established Business Engagement Model operated
and asserted that this concern was addressed.

In July 2015, the government undertook the Regional Economic Development and
Services Review aimed at improving service delivery in regional Victoria. Submissions
for the review also include feedback indicating the need for increasing awareness.

‘The fund is open to more than just Local Government Authorities, but
there does not appear to be great awareness of this.’

Limited awareness of RGF's non-competing grants process increases the risk that it
will not fund the best possible applications.
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2.4.2 Assessment decisions

Nearly all applications received for the RGF were ultimately approved for funding, as
shown in Figure 2C.

Figure 2C
Number of applications submitted and approved

Expression of

Value interest/ project Full
Program ($ million) proposals applications Approved
EIP—including Building Stronger 205.7 N/A 66 60
Regions Program
Energy for the Regions 53.7 N/A 8 8
Energy for the Regions Tender 70.0 4 3 1
PLFP 100.5 1062 803 799
Latrobe Valley Industrg/ and 14.3 N/A 13 13
Infrastructure Fund® ®
Geelong Advancement Fund 7.5 23 4 4
Goulbourn Valley Industry and 5.1 N/A 3 3
Infrastructure Fund®
Murray Darling Basin Regional 4.7 N/A 6 5
Economic Diversification
Program
Developing Stronger Regions 8.2 N/A 27 26
Program
Total 469.7 1089 933 919

(a) Projects that cost more than $250 000.

(b) The Latrobe Valley Industry and Infrastructure Fund received 128 enquiries confirming eligibility.
RDV has maintained a list of these enquiries.

Source: Victorian Auditor-General’s Office based on information provided by RDV.

For PLFP, the guidelines stated that after an initial discussion the potential applicant
should provide a project proposal as part of the pre-application process. This
resembled an expression of interest process. Once RDV had assessed the project
proposal, it would provide the applicant with an application form for their formal
application.

RDV received 1 612 enquiries for the PLFP. Of these, 1 062 submitted a formal project
proposal to RDV, and once assessed, only 803 were invited to formally apply. Only four
of the submitted applications did not receive funding. This was a better example of the

department documenting its pre-application processes.

File reviews

We reviewed a random selection of 39 files from all the RGF programs, excluding the
LGIP. This program was not included as it was a formula-based funding program
providing grants to all regional councils.
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For the EIP we found that the funding assessment process was not robust, lacked
consistency and included a degree of subjectivity. Lack of documentation, of the
pre-application process of the EIP, means that it was difficult to ascertain if RDV
funded the best available projects. The PLFP process was more objective with a clear
rating of the overall application. In the files reviewed for the PLFP, only one exception
to the established benchmark was made for which a robust rationale—bushfire
emergency—was properly documented.

Key observations from file reviews are shown in Figure 2D.

Figure 2D
Detailed observations from sample file reviews

e The level of documentation has improved since the Management of Provincial Victoria
Growth Fund audit.

e RDV only used weighted assessment criteria for the PLFP applications. Applications for
the remaining programs did not have an overall rating.

e In some cases, assessment committee members had divergent views. As the process
did not require a unanimous acceptance of the project these projects were still
recommended to the minister highlighting the concerns of the dissenting members.
However, in one instance the reasons were not clearly documented in the ministerial
brief. The minister had the ultimate responsibility for approval. All of these projects were
still granted funding—including $2.2 million of funding for a wastewater treatment project
where the company involved subsequently went into liquidation. RDV has advised that it
has since been taken over by another company that continues to operate from the
facility and use the infrastructure installed under the project.

¢ In some cases, assessment committee members were not unanimous about the need
for funding, or the level required. As per the process, these applications were
recommended to the minister documenting the concerns of the committee members.
However funding was still provided, these included:

o $3 million to an optimised fibre and water efficiency project
e $2 million to a water security project
e $1.5 million to a utilities efficiency project.

e In one case the assessment stated that two committee members recommended
providing funding consistent with the grant provided to a similar project which has been
funded previously—$500 000 instead of $1.5 million— however, the minutes of the
meeting indicate a higher amount was recommended. There is no documentation

explaining the reasons for the change. In the ministerial brief, the full amount of
$1.5 million was recommended and subsequently granted.

e Some established benchmarks were not adhered to and projects were granted higher
amounts of funding. The reasons for these were recorded in the assessments.

Source: Victorian Auditor-General’s Office based on sample project files provided by RDV.

2.4.3 Oversight

Four committees had a role in the overall governance and oversight of the RGF, as
shown in Figure 2E.
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2.5

Figure 2E
RGF committees

Committee Function

Regional Economic Infrastructure An interdepartmental committee that had

Committee (REIC) representation from other departments, including
Department of Treasury and Finance, and
Department of Premier and Cabinet. This committee
made recommendations to the Minister of Regional
and Rural Development for infrastructure-related

projects.
Regional Policy Advisory An independent committee providing advice to the
Committee minister on regional priorities. This committee

provided strategic advice to the minister and was not
involved in funding decisions.

Regional Development Australia Independent committees drawing membership from

(RDA) committees local councils, businesses and communities that
made recommendations for the PLFP.

Department’s Investment An internal committee that assessed business project

Committee proposals under the PLFP.

Source: Victorian Auditor-General’s Office based on information provided by RDV.

Sample review of committee decisions

REIC and RDA committees were provided with funding applications along with RDV’s

assessment to consider and make recommendations to the minister. A review of

13 REIC meeting minutes and 15 RDA meeting minutes identified that:

. of the 35 projects considered by REIC, 34 were recommended for funding—one
decision was deferred

. of the 66 projects considered, 62 were recommended by the RDA—three were
deferred, one was not supported.

The committees supported and recommended almost all applications and
assessments for funding to the minister. A December 2012 brief to the then Deputy
Premier and the then Minister of Regional and Rural Development noted that a
‘concern has been expressed by some RDA committee members that their role is
largely to ‘rubber stamp’ recommendations prepared by the department’. Following this
RDV provided more information to the RDA committees, including complete project
assessments and proposal outcomes. RDV has advised that no additional issues were
raised by the RDA committees subsequent to this increase in the provision of
information.

Risk management

Effective risk management involves the systematic identification, analysis, treatment
and allocation of risks, both in relation to the overall design of a grant process and in
the assessment and administration of individual grants.
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In response to the Managing the Provincial Victoria Growth Fund audit, RDV
developed a new risk management framework, a risk treatment plan template, and a
risk register. The risk management framework incorporates most elements of better
practice, with the risk register being comprehensive and regularly updated. The risk
register assesses risks and identifies follow up actions. Relevant actions were
undertaken in most cases, however, not all issues were adequately addressed.

While planning RGF risk management activities, RDV recognised that the broad

objectives of RGF could lead to difficulties in measuring outcomes. To address this,

RDV planned a number of actions, including:

. building the evaluation capacity of the staff responsible for delivering RGF
programs

. developing reporting mechanisms to inform the public and Parliament about the
performance and outcomes of the RGF

. robustly assessing all project and program applications

. undertaking an interim evaluation of a sample of RGF programs within the first
two years to assess their effectiveness and realisation of RGF objectives.

RDV did not carry out the planned interim evaluations. A 2015 internal review
recommended that RDV undertake several short formative evaluations over the course
of a program’s implementation. RDV advised that it did not consider interim
evaluations were necessary because of the formative evaluation it conducted of the
RGF in 2012 and 2013. Further, RDV reported on the RGF through normal Cabinet
processes, publicly through its annual report and to Parliament through standard
processes such as the Public Accounts and Estimates Committee. However, reporting
to the minister was restricted to project details such as the number and type of projects
and level of funding. The annual report presented case studies but did not describe its
performance against targets.

RDV therefore failed to develop and implement appropriate reporting mechanisms
regarding the performance and outcomes of the RGF.

2.6 Evaluation activities

A well-planned and executed evaluation provides timely evidence on the efficiency and

effectiveness of programs. This helps strengthen public confidence in the use of public

money. Evaluation should be used in conjunction with supporting activities such as:

. sample program reviews—used throughout the life of a program, particularly
when there is insufficient information to conduct a final evaluation

. monitoring and reporting—robust and regular monitoring of identified
performance measures and regular comparisons with identified benchmarks and
targets that provide information for robust evaluation

. ongoing research—continuously seeking feedback relating to the effectiveness
of a program helps support the overall evaluation of the program.
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2.6.1

Evaluation framework

An evaluation framework should be developed prior to the commencement of a
program. It should include well-defined logic that connects the overall goals of the
program to the expected outcomes through a series of strategic action areas. The
framework should also have relevant and appropriate performance measures and
related benchmarks and targets underpinned by appropriate baseline data. Regular
evaluation activities should be planned and undertaken during the life of the program.
This will ensure robust evidence is collected at regular intervals and provide assurance
that the program is on track to achieve its objectives. Regular reviews would also
provide opportunities to improve the framework over the life of the program.

The original RGF evaluation framework was revised in March 2012 and then again in
January 2013, as shown in Figure 2F.

Figure 2F

Development of RGF evaluation framework

Original framework

July 2011

First revision
March 2012

Second revision
January 2013

22

Provided an overview of the
RGF.

Fund Evaluation Program
Logic Model, outcomes,
outputs and four strategic
action areas (SAA) were
identified.

RGF evaluation questions
were framed.

Reporting, monitoring and
evaluation activities were
identified.

Fifteen performance
measures were identified.

Further details of RGF
programs were added.

Outcomes were further
expanded into short-, medium-
and long-term outcomes. SAAs
were merged into outcomes
and outputs.

Evaluation questions were
reworked providing substantially
more detail and context.

More details were added on the
evaluation subject, purpose,
audience, phases, resources
available, scope and the overall
context of evaluation.

Performance measures were
expanded to a list of 20.

Substantial overall
changes were made.

Alist of 12 SAAs was
developed, including three
for each objective.

A more organised
structure was introduced.
One key evaluation
question for each SAA
was identified.

No substantial changes for
monitoring and evaluation,
except RGF annual
interim evaluations were
removed.

Significant revision in the
list of performance
measures with 68 unique
performance measures
identified.

Source: Victorian Auditor-General’s Office based on information provided by RDV.

Relevant and appropriate performance measures were not established at the outset of
the RGF. Limited baseline data was collected and an insufficient number of
benchmarks and targets were included for all RGF programs. The revised evaluation
framework of January 2013 set out a more robust program logic, with objectives clearly
linked to outcomes. A comprehensive list of performance measures was also
developed. However, a lack of monitoring and reporting on the performance measures
meant that RDV did not effectively implement the revised framework.

Regional Growth Fund: Outcomes and Learnings
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RDV did not undertake any interim evaluations of a sample of RGF programs despite
the need for these being identified in its risk management plan. The planned interim
evaluations were not undertaken and the external evaluation was seen as a
replacement.

In December 2014, RDV's Monitoring and Evaluation Working Group observed:
‘RGF framework could be clearer.’

‘It is evident there is work to be done in retrospectively designing these
(outcome logic model and a monitoring and evaluation framework)
documents for the RGF as well as for the future [Regional Jobs and
Infrastructure Fund] work.’

2.6.2 Regional Growth Fund evaluations

RDV engaged a consultant to undertake formative and mid-term evaluations of the
RGF. In October 2013, RDV amended the contract to split the mid-term evaluation into
two parts including:

. governance and administration evaluation

. social and economic impact evaluation.

RDV did not accept the social and economic evaluation report due to what it
considered its ‘poor quality’ and the contract was terminated in November 2014. RDV
paid approximately $322 000 of the $450 000 to the contractor as the final settlement.
RDV therefore does not yet have an outcomes-based evaluation, which was a key
recommendation of the Management of the Provincial Victoria Growth Fund audit.
RDV has advised it is currently preparing for a full-term evaluation.

Formative evaluation

The formative evaluation, completed in January 2013, was to review the RGF
evaluation framework, provide recommendations about timely, efficient and effective
data collection, produce a whole-of-RGF evaluation plan, and report on the initial RGF
implementation and program development activities.

The formative evaluation recommendations included improving the evaluation
framework, the performance measures, and data collection practices. RDV
implemented some of these recommendations, including updating its evaluation
framework and performance measures.

Governance and administration evaluation

The consultant completed this evaluation in February 2014 and recommended
ensuring robust planning for future initiatives. The evaluation recommended having
clearly articulated frameworks for programs, devolving powers for minor decisions,
increasing awareness of available funding, and engaging with local business and
community networks. The evaluation also recommended assigning weights to
assessment criteria of various programs.
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RDV did not accept the recommendations relating to assigning weights to various
assessment criteria and devolving minor decision-making powers to regional directors.
RDV has advised it did not accept the recommendation to devolve powers, as all grant
approvals require the authorisation of the minister. The recommendation to use
weighting was not accepted in the EIP as each criterion is as important as the other.
However, it is unclear why RDV could not have assigned equal weights to all criteria to
confirm this understanding to potential applicants.

Social and economic impact evaluation

The consultant completed this analysis in April 2014. The evaluation used a program
logic analysis, a cost-benefit analysis and a macroeconomic analysis to assess the
impact of RGF activities. The evaluation concluded that the RGF was achieving its
short-term outcomes and was progressing towards the longer-term outcomes in line
with the four objectives of the RGF. As previously stated, RDV did not accept this
report.

Comments

RDV put in a significant amount of resources and effort to have an outcome-based
evaluation of the RGF. However, at the outset RDV did not have a robust evaluation
framework set up for the RGF. Although the evaluation framework was significantly
revised, it did not monitor and collect appropriate data. RDV relied heavily on the
consultant to collect data and undertake its evaluation activities and had a limited focus
on self-evaluation. The evaluation process was not well managed and RDV'’s oversight
of the process was not effective. This resulted in work that was not acceptable to RDV
and means public funds were not used in an effective and economical manner.

RDV established limited baseline data and an insufficient set of benchmarks and
targets, which have added to the difficulties in undertaking a robust evaluation. A 2008
Regional Infrastructure Development Fund external evaluation found that there was a
lack of baseline data, which ‘either was not available’ or ‘had not been measured’. This
suggests that a lack of baseline data has been a persistent issue for RDV.

RDV is now preparing for a final evaluation of the RGF. In response to an April 2015
internal review recommendation, RDV has committed to ‘include a range of reviews/
evaluations throughout the life of the [Regional Jobs and Infrastructure Fund]'. This is
evident from the draft evaluation framework of the Regional Jobs and Infrastructure
Fund.

The Monitoring Working Group, since renamed the Monitoring and Evaluation Working
Group, was responsible for the RGF monthly updates to RDV’s Monitoring and
Evaluation Committee. RDV did not document any minutes of the Monitoring and
Evaluation Working Group prior to December 2014. The minutes of the two recent
meetings outline how crucial a role the Monitoring and Evaluation Working Group can
play by assigning responsibilities, following up actions and conducting a stocktake of
various ongoing evaluation activities.
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2.7 Performance monitoring and reporting

Performance reports should be:

. comprehensive—performance indicators should be relevant to all critical
aspects of objectives, which in turn should be clearly expressed and measurable

. balanced—should have a balanced suite of indicators that cover all important
dimensions of performance such as efficiency, quality and outcomes

. appropriate—indicators should be reported with appropriate context such as
targets, trends and explanations to enable the proper interpretation of results and
for meaningful conclusions about performance to be drawn.

Effective performance measures enable organisations to monitor and report on their
achievements. The measures should be developed prior to starting any project. Our
Management of the Provincial Victoria Growth Fund audit recommended that relevant
and appropriate performance measures and targets should be developed for the RGF.

2.7.1 Performance measures

An assessment of the RGF performance measures is shown in Figure 2G.

Figure 2G

Assessment of Key Performance Measures (KPM)

Identified performance

measures VAGO's comments
July 2011 e Five KPMs were output based and linked to the number of
RGF formally commenced projects and total program expenditure.
operations and 15 KPMs were e Ten KPMs were outcome based and included collecting
developed economic data and community participation data. The
source for this data was not identified.
¢ No targets or benchmarks were identified for the outcome-
based KPMs.
e None of the 15 KPMS were effectively monitored.
March 2012 e Five more outcomes-based KPMs were added that focused

List of KPMs revised to 20

January 2013 °
List of 68 KPMs developed

on community development, local planning and developing
local leadership.

No sources of data were identified, targets and
benchmarks were not established.

None of the 20 KPMs were effectively monitored.

KPMs were a mix of output and outcome-based indicators
relevant to the objectives of the RGF.

The KPMs were linked to the program logic model and the
overall objectives of the RGF.

The KPMs were more comprehensive and specified what
was to be measured.

There were no targets or benchmarks for the KPMs except
10 Budget Paper No.3 (BP3) measures, which were mostly
output based.

Limited data was available to support monitoring and
reporting of all 68 KPMs.

Source: Victorian Auditor-General’s Office based on information provided by RDV.
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2.7.2

2.7.3

RDV has primarily focused on measures relating to jobs and investment while other
measures are not robustly monitored and reported on. RDV now recognises the need
for effective performance measures at the start of the program as observed by its
Monitoring and Evaluation Working Group:

‘RDV can be better at measuring outcomes—it churns out outputs; we
need more data on impact/outcome—long-term versus short-term
outcomes.’

‘It is important to identify KPMs at the beginning of the project including
qualitative outcomes.’

Monitoring

The RGF has been impacted by machinery-of-government changes. In

December 2013, the Department of Planning and Community Development became
the Department of State Development, Business and Innovation, which became the
Department of Economic Development, Jobs, Transport & Resources in

December 2014.

The first transition changed RDV’s grants management recording system, replacing
e-Grants with the Global Engagement Management System (GEMS) which improved
RDV'’s grants record management system capability. GEMS records ‘live data’ for
certain key statistics. It allows RDV to extract overview data about the progress of the
RGF, its programs and individual projects. This data includes milestones, approval
statuses, funding spent and leveraged as well as various outcome data.

The department has monitored project details and progress using GEMS and has
focused its monitoring on jobs and investment leveraged as key outcomes. The
monitoring of other outcomes is not effectively undertaken. Although in existence, there
is no evidence of the functioning or effectiveness of the Monitoring and Evaluation
Working Group as no meeting minutes were documented prior to December 2014.

Reporting

RDV undertakes ongoing monitoring at the project level to ensure projects are
delivering their agreed outputs. RDV provided the minister with reporting of outputs at
the individual project and fund level. RDV also assesses final project completion
reports to evaluate project outcomes prior to final acquittal of milestone payments.

However, reporting of performance outcomes achieved to date at the fund level is poor,
including performance reporting to the minister. RDV has primarily reported on the
number of projects and level of funding allocated from various RGF programs. The
reports also included numbers of jobs created and the amount of investment
leveraged. RDV accepted a finding of the April 2015 internal review that highlighted the
lack of performance reporting for RGF.
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RDV provides key highlights of its achievements in its annual report, including
information about jobs created and investment leveraged. The type and nature of
projects funded are also part of the annual report. However, there is no consolidated
reporting of the overall achievements of the RGF.

RDV advised that it is addressing the issue of the lack of baseline data. The Regional
Jobs and Infrastructure Fund evaluation framework now includes collecting baseline
data at the start. General economic data is also available through RDV'’s online
Information Portal. RDV advised that it will use this larger body of work as the baseline
data for the RGF final evaluation.

Part 3.4 of this report discusses RGF reporting, especially with reference to jobs and
investments, in more detail.

Recommendations

That, while developing and implementing the Regional Jobs and Infrastructure Fund
and other future initiatives of a similar nature, the Department of Economic
Development, Jobs, Transport & Resources:

1. increases awareness of the initiatives to ensure the best possible projects are
funded

2. implements robust governance arrangements, including an effective role for
assessment committees in funding decisions

3. develops and documents detailed pre-application funding processes that are
transparent and demonstrate that the best available applications are funded

4. implements identified risk management actions and plans
5. implements robust monitoring and reporting systems and processes

6. develops a robust evaluation framework including relevant and appropriate
performance measures, benchmarks, targets and baseline data

7. undertakes regular reviews and evaluation activities to demonstrate that grant
initiatives are meeting their goals and objectives.
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Outcomes of the Regional

Growth Fund
At a glance

Background

The Regional Growth Fund (RGF) provided funding of around $570 million to more
than 1 800 projects over four years. The RGF aimed to drive economic development,
improve career opportunities, create jobs, support sustainability and increase the
capacity of regional communities.

Conclusion

Although a significant number of outcomes were expected from the RGF, the
Department of Economic Development Jobs Transport & Resources' (the department)
monitoring and reporting activities primarily focused on jobs created and investment
leveraged. There is limited assurance around the accuracy of the reported job
numbers and investment leveraged as a result of the RGF. Moreover, the department
cannot fully demonstrate it has achieved value for money through the projects funded
by the RGF.

Findings

. Most reported job and investment outcomes are inflated and not an accurate
reflection of the RGF contribution.

. The department did not report on all outcomes of the RGF.

. The department did not have benchmarks and targets for all programs. In cases
where these were available these were not consistently applied.

Recommendations

That, when designing and implementing future programs, the department:

. ensures effective monitoring and reporting on all outcomes

. establishes benchmarks and targets to provide assurance that value for money is
being achieved

. reports outcomes that are directly attributable to its initiatives

. provides advice to the government of value-for-money thresholds.

Victorian Auditor-General’'s Report Regional Growth Fund: Outcomes and Learnings 29



Outcomes of the Regional Growth Fund

30

3.1

Introduction

3.2

The Regional Growth Fund (RGF) provided around $570 million to more than

1 800 projects over four years. The allocation of funding through the RGF was a
complex task. The RGF had diverse objectives such as strengthening the economic
base, facilitating job creation and career opportunities, supporting the resilience and
sustainability of communities, and increasing the capacity of regional communities to
drive development in regional Victoria. These objectives were supported by a range of
outcomes.

Conclusion

While the overall expected outcomes of the RGF included building the capacity and
sustainability of communities, Regional Development Victoria’s (RDV) monitoring and
reporting focused on outcomes related to jobs and investments only. RDV intends to
conduct a final evaluation to assess the achievement of all outcomes when it considers
sufficient projects have been completed and data is available to measure.

There is limited assurance around the accuracy of all reported job and investment
numbers—primarily in ministerial and Budget Paper reporting—and it is doubtful that
all of the reported outcomes are directly attributable to the RGF. For instance, RDV
claimed responsibility for all jobs created for projects it contributed to, regardless of the
ratio of funding provided versus the total project cost and before jobs had actually been
created. In some instances, this proportion was very small. In relation to investment
numbers, RDV claimed responsibility for leveraged funds from projects that received a
small amount of RGF funding. These projects inflated the claimed investment
leveraged from the RGF despite the fact that RGF funding may not have been required
for them to proceed. RDV has advised that it also provides funding to significantly
improve the scale or timing of investments.

A lack of comparable data and benchmarks for job creation and funds leveraged,
combined with other factors—including lack of documentation of the pre-application
process for a major component—means the Department of Economic Development
Jobs Transport & Resources (the department) cannot fully demonstrate if grants
provided under the RGF achieved the best possible value for money to date.
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3.3 Outcomes

Figure 3A summarises the expected outcomes of the RGF.

Figure 3A
Expected outcomes of the RGF

RGF planned to focus on activities and projects that:

e build strategic infrastructure projects

e improve access to energy and water supplies

e improve access to connections, transport efficiencies, and supply chain links
e support businesses

e provide skill acquisition and career development opportunities

e encourage community participation and strengthen local community capacity
e strengthen local community planning capacity

e involve regional and rural decision-making

o facilitate local partnerships being formed to investigate community needs

e involve community leadership and input.

Source: Victorian Auditor-General’s Office based on information provided by RDV.

RDV has publically reported on only two major outcomes of the RGF:

. expected jobs—including direct, indirect and retained jobs

. investment leveraged—dollars contributed by grant recipients or other granting
bodies for every dollar RGF invests in these projects.

Better practice frameworks for estimating jobs recommend setting targets, estimating
net effects and regional impacts, and include making an overall assessment of how
many jobs were created or retained. RDV did not follow better practice and did not
have any targets. Consequently, the reported job numbers are not an accurate
reflection of regional jobs created. RDV advised that it reported on expected jobs
resulting from the delivery of individual projects.

Gross versus net jobs

Gross jobs are those that are created or safeguarded by projects receiving funding.

These can be created in three ways:

. Direct jobs are created as a direct result of the project. These are also referred to
as gross jobs.

. Indirect jobs are created in projects or industries that are supporting the directly
funded project. For example, a nearby café hires additional staff to service a new
factory.

. Retained jobs are those that would have been lost had the funding not been
provided to sustain or continue a project.
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3.4

Better practice recommends reporting on net jobs, rather than gross jobs, by adjusting

for:

. deadweight—for projects that would have happened without the funding

. displacement—ijob losses elsewhere due to the funded project

. leakage—ijobs taken by people that were not intended to benefit

. substitution—following recruitment to a funded project someone else loses their
job.

RDV reports on gross jobs for the RGF. In fact, RDV does not have any mechanism for
adjusting its figures to net jobs. This inflates the job creation and retention figures that
RDV attributes to the RGF. RDV advised that an independent consideration of job
attribution will form part of the full-term RGF evaluation. RDV also advised that it
follows the department's processes for capturing and reporting project level jobs, which
is to report on gross jobs for Budget Paper No. 3 Service Delivery (BP3) reporting.
However, expected gross job numbers already form part of BP3 reporting.

Jobs created and reported

RDV does not publically report on created jobs from all RGF programs. Job numbers
are recorded where a project would not have proceeded without RGF funding or if
RGF funding significantly improved the scale and timing of the project.

Regional Development Victoria annual reports

RDV does not provide a consolidated figure for jobs created in its annual reports.
Rather, as part of the highlights for the year RDV provides information on individual
projects. This is how jobs created are reported in the annual report:

'supported the $277 million, 394-bed Epworth Geelong Private Hospital project
with a Regional Growth Fund grant of $2.85 million, creating 900 construction
jobs and 780 ongoing positions once completed.’

The above statement is ambiguous and it could be interpreted that the RGF grant was
responsible for creating all 1 680 jobs—900 construction and 780 ongoing. These are
also the expected numbers of jobs to be created and not a confirmed number of actual
jobs achieved. There is a need for greater transparency in reporting on the number of
jobs directly attributable to RGF grants. RDV believes that its job reporting is not
misleading and that it is clear in any communication to stakeholders that expected jobs
created are attributable to the overall projects and not just RGF funding contribution.
Our assessment indicates that, while annual reports are ambiguous, they are clearer
than ministerial briefings and BP3 reporting which include all expected jobs for
projects, not only those attributable to the RGF.

Budget Paper 3 measures

The Victorian Government’s annual Budget Papers outline how public money will be
spent over a four-year period. BP3 outlines government’s service priorities, and its
expected and actual performance. It includes every department’s key performance
indicators.
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The RGF did not have a specific BP3 target for the number of jobs created. As outlined
in Figure 3B, in the 2014—15 BP3 report, the department has a consolidated target for
reported job numbers for regional Victoria. This figure includes data from RDV along
with jobs created by other regional projects that RDV did not implement. RDV advised
that it contributes 80 per cent of the reported job numbers for this target. The basis for
this claim is not clear. RDV has advised that its internal target is based on historical
investment activity in the regions. However, no evidence of this was available.

Figure 3B
Reported job numbers for regional Victoria

2013-14
2014-15 (expected  2013-14  2012-13

Measure (target) outcome) (target) (actual)

Jobs derived from investment 1 000 1800 800 1937
facilitated in regional Victoria

Note: The 2013-14 expected outcome is higher than the 2013-14 target due to additional
programs facilitated through the Victorian Business Flood Recovery Fund and the Latrobe Valley
Industry and Infrastructure Fund.

Note: The 2014-15 target has been increased to reflect the prevailing economic conditions and
resources.

Source: Victorian Auditor-General’s Office from BP3.

Departmental data

The department also produces data detailing the jobs expected to be created or
retained due to RGF funding for its infrastructure projects. This is outlined in Figure 3C.

Figure 3C
Infrastructure project expected jobs claimed, April 2015

Direct Indirect Jobs Construction
Program jobs jobs retained jobs
Economic Infrastructure Program— 4 693 10 930 7 884 3973
including Energy for the Regions (EFR)
Geelong Advancement Fund 125 92 156 241
Goulburn Valley Industry and 134 345 201 62
Infrastructure Fund
Latrobe Valley Industry and Infrastructure 844 675 601 1080
Fund
Marysville Hotel and Conference Centre 60 - - 85
Development
Murray-Darling Basin Regional 167 94 67 35
Economic Diversification Program
Total 6 023 12 136 8 909 5476

Note: All the job numbers are expected jobs and represent full-time equivalent positions.
Source: Victorian Auditor-General's Office.
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3.4.1

The department records expected and actual job numbers in their Global Engagement
Management System database. Data is entered at the completion of a project,
following verification by an external auditor. Of the total 6 023 jobs expected to be
directly created by the RGF, only 167 jobs have actually been achieved based on the
projects completed so far. RDV believes that as many project outcomes are still to be
delivered achievement of outcomes cannot be made at this time. However, the
department's BP3 reporting shows that they have already reported 1 074 jobs created
due to RGF for the four years up to June 2015.

Reporting of jobs numbers

In November 2014, the then Premier stated that the RGF had ‘created almost 23 000
jobs right across regional and rural Victoria, including 6 000 direct full-time jobs and
11 700 indirect jobs’. The direct full-time jobs number appears to correlate with
expected job numbers from infrastructure projects shown in Figure 3C.

RDV has advised that these figures are based on the total expected jobs as agreed
with the funding recipients and not actual jobs created and directly attributable to the
RGF. RDV further advised that:

‘attribution of jobs will be a component of the RGF full term evaluation.'

'RDV is clear in any communication to stakeholders that expected jobs
created are attributable to the overall project and not just to RGF funding
contribution.’

However, in advice to the minister, RDV has included all jobs expected to be created
and retained, and construction jobs related to the total project investment as part of an
update on the RGF overview reporting.

RDV has reported total job numbers of the projects regardless of the funding it
contributed. Information that RDV provided has been used in public statements that
are not an accurate reflection of RGF's job creation data. Further, the lack of an
evaluation or program review means RDV cannot demonstrate the created jobs it has
claimed.

File reviews for jobs data

To assess RDV's methodology for determining expected job numbers, the audit team
randomly selected 39 project files from the Economic Infrastructure Program (EIP) and
Putting Locals First Program (PLFP). The examples listed in Figure 3D demonstrate
that the method used does not provide an accurate representation of jobs reasonably
attributable to the RGF.
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Figure 3D
Observations on job attribution to RGF
Project Details
August 2012 A private company was upgrading the facility by investing $14 million.
College RGF provided $1.14 million of the $2.5 million for upgrading the road
infrastructure to the college. The brief to the minister noted that the ‘company's
upgrade project investment is not conditional on the road upgrade’ but ‘the company

is constrained in contributing towards the road's upgrade’. RGF
recorded all 23 jobs for the facility that was being built as expected
jobs. These have not been reported in the BP3 measures. However,
these are included in the ministerial reporting.

November 2012 A private company embarked on a modernisation and expansion
Utilities efficiency project at a cost of $52 million. The company had 424 employees.
investment RGF provided $1.5 million funding of one component of the overall

project. The Department of Treasury and Finance did not support the
project as it determined that it was not a comparative advantage to
Victoria. The Department of Premier and Cabinet commented that
‘the plans are largely for the company’s benefits only’. The RGF
recorded all 424 retained jobs. These have not been reported in the
BP3 measures. However, these are included in the ministerial

reporting.
January 2013 A private company was building a $60 million processing facility
Almond processing ~ creating 41 jobs. The RGF provided funding of $467 528 for the utility
facility infrastructure component of the project. RGF recorded all 41 jobs as

expected jobs. These have not been reported in the BP3 measures.
However, these are included in the ministerial reporting.

February 2014 A dairy group was planning a milk plant at a cost of $38 million, which
Ultra high is expected to create 52 direct jobs over a five-year period. Funding
temperature dairy of $9 million was to be provided by the former Department of State
milk processing Development, Business and Innovation based on negotiations. The
plant RGF contributed $250 000 of the total project cost. RGF recorded all

52 jobs. These were reported in the BP3 measures in the year
2013-14 as jobs created. The grant was approved in June 2013 and
the company expected to have all 52 jobs in three years' time which
would make June 2016 the best case scenario for realising all jobs.

March 2014 A private company was planning a $39 million expansion project. The
Energy and water RGF provided $2 million for one component of the project. The
security project Department of Treasury and Finance questioned if the RGF grant

was critical given the total project cost of $39 million. RGF recorded
all 105 jobs as expected jobs. These have not been reported in the
BP3 measures. However, these are included in the ministerial
reporting.

Source: Victorian Auditor-General’s Office based on information provided by RDV.

3.4.2 Job estimates—further testing

In addition to the file reviews, the audit team also tested the reliability of RDV's overall
jobs data. There is less likelihood of all jobs being attributable to the RGF in instances
where the RGF funding is a very small portion of the total cost of the project.
Commonwealth and state governments—outside of the RGF—have also funded
projects in certain instances, however, in these instances job creation should be
correctly attributed to the relevant funding source.
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Figure 3E shows examples of jobs being claimed where RGF funding is a small
proportion of the total project cost and yet all jobs are included as part of RGF
expected job estimates.

Figure 3E
Job attribution to RGF for a selection of projects
Total project Percent  Total claimed

RGF funding cost RGF expected
Project ($ million) ($ million) funding direct jobs
Ultra high temperature dairy 0.25 38.00 0.70 52
milk processing plant
Infrastructure to establish the 2.85 270.00 1.10 780
site
35 MW biomass power plant 3.00 174.00 1.70 25
Aged care project 0.42 22.00 1.90 100
Milk plant development— 1.50 42.05 3.60 45
stage 2
Fruit export expansion 0.04 1.00 3.60 6
opportunity project
Ground expansion project 0.15 4.00 3.80 12

Note: Figures have been rounded off to two decimal places.

Note: In some cases RDV reported only the project component it funded as the total project cost. The
complete project cost might be higher as can be seen in Figure 3D.

Source: Victorian Auditor-General’s Office based on information provided by RDV.

RDV's method of attributing jobs is potentially misleading. In cases where the RGF has
only funded a small portion of very large projects it is important to only claim jobs that
are realistically created due to the RGF. RDV advised that independent consideration
of job attribution will form part of the full-term RGF evaluation. However, it is equally
important for RDV to provide accurate information in its routine ongoing reporting.

Generally speaking, expansions or efficiencies are not aimed at retaining all the
existing jobs within a company. It is equally likely that such projects improve
profitability and increase future job prospects. Claiming the jobs of an entire company
as jobs retained in such projects is not an accurate reflection of the impact of the RGF.

The department should adopt better practice standards and adjust for the jobs that
would have been created without the funding, to ensure that the created jobs being
estimated and reported are attributable to the RGF. It should ensure that standardised
processes are used to make comparisons easy.

Job estimates —a case study

A case study on the expected outcomes of a technology park expansion project funded
by the RGF is discussed in Figure 3F.
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Figure 3F
Technology park expansion project—a case study

A technology park was started in regional Victoria 17 years ago. It currently houses
businesses that have over 1 500 employees. The project proposal to the RGF outlined that
the technology park had reached its capacity and an expansion was needed. The planned
expansion included developing seven hectares of land at one campus and refurbishing a
building in the regional city’s central business district. The RGF provided $3 million of the
$6.4 million funding required for the expansion.

Of the 6 023 jobs expected to be created from all the RGFs infrastructure-related projects,
1 820 jobs, approximately 30 per cent, related to this single project. This indicates that
one-third of the expected jobs came from approximately 0.6 per cent of the available
$500 million of the RGF. This translates into approximately $1 650 per job. This is an
unrealistic and artificially inflated outcome, especially considering that the department's
historical average is 2.6 jobs per $1 million, or $384 615 per job. This reinforces the
weaknesses in the approach the department used for reporting on jobs.

RDV advised that the projected employment outcomes from this project are based on full
development of the site. The projections are based on economic modelling provided by the
applicant and will be evaluated once the project has been completed.

A condition for funding for one part of the project was that a major tenant should be secured
by 30 June 2014. However, this was not done and an extension of 18 months was provided
by RDV to secure a tenant. To date a major tenant has not been secured and no funding
has been provided to the project. This shows the project is clearly not on track to deliver the
expected jobs.

The reported figures also indicate that the expansion is expected to create more jobs than

the technology park has achieved in its 17 years of operations. It is unlikely that these jobs
would be realised in the short to medium term.

Source: Victorian Auditor-General’s Office based on information provided by RDV.

3.5 Investment generated

Investment generated or leveraged are the dollars invested in projects that the RGF
supports by other investors and stakeholders.

The department has reported that it has generated more than $2 billion of investment
from RGF's $500 million funding. This means the RGF leveraged $1.5 billion in funds,
a ratio of $3 for every RGF dollar. Our analysis reveals that funding leveraged for
different programs varies significantly:
. most investments—$957 million worth, accounting for 63 per cent—were
generated by the EIP
. the investment that individual EIP projects generated ranged from zero to
$151 leveraged for every RGF dollar
. more than 50 per cent of the $957 million generated by the EIP came from only
six of the 78 EIP projects, or 8 per cent.

RDV has advised that a core criterion for RGF projects was the requirement to
maximise value to the state by leveraging funds from other sources.
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3.5.1 Investment trigger

The Tasmanian Department of Treasury and Finance’s Best Practice Guide for the
Administration of Grants notes that if the ‘leverage ratio of other funding to grant
funding (leverage) is high, this is a strong indication that the project might well proceed
without the grant assistance. An acceptable ‘trigger’ should, where possible, be
established at the outset of the appraisal process’.

RDV's triggers for funding are:
. where the project would not go ahead without RGF support
. where RGF funding would significantly improve the scale or timing of the project.

Figure 3G shows EIP projects where the RGF contribution was a small proportion of

the total project cost.

Figure 3G
Projects having small proportion of RGF funding

. Return per
RGF Project RGE dollar

funding cost Investment spent Per cent
Project ($ million) ($ million) ($ million) (dollars) leveraged

Ultra high temperature dairy

milk processing plant 0.25 38.00 37.75 151.00 99.3
Infrastructure to establish

the site 2.85 270.00 267.20 94.74 98.9
35 MW Biomass power

plant 3.00 174.00 171.00 58.00 98.3
Milk plant development—

stage 2 1.50 42.10 40.60 28.03 96.4
Fruit export expansion

opportunity project 0.04 1.00 0.96 27.78 96.4
Fresh food expansion 0.03 0.75 0.72 25.00 96.0
Total 7.67 525.85 518.23

Note: For these six projects the average return for every RGF dollar was approximately $68.
Source: Victorian Auditor-General’s Office based on information provided by RDV.

It is likely that these projects would have gone ahead without RGF support and it is
doubtful that RGF funding significantly changed the scale or timing of the projects. For
example, it is unlikely that a 0.7 per cent contribution in a $38 million dollar project
would be the reason for funding leveraged. Incorporating such large numbers in
estimates also significantly skews the overall achievements of the RGF and does not
present a fair picture of what was achieved.

RDV advised it considers good financial management of public funds to be of the
utmost importance. As such, RDV negotiates within the parameters of the guidelines
and benchmarks while ensuring investments are captured for the least cost to the
public purse.
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If the six projects in Figure 3G were removed, the total leveraged funds of the RGF
would reduce to approximately $1 billion from the current $1.5 billion. This would
reduce the funds leveraged ratio from $3 for every RGF dollar to $2 for every RGF
dollar. This means that removing just six projects from the over 1 800 projects funded
by the RGF has a significant impact on the funds leveraged ratio.

3.6 Value for money

As with any expenditure of public monies, it is important that the department is able to
demonstrate value for money from the RGF. Inclusion of the private sector in the
grants process increases the need for robust assessments of value for money, to
ensure transparent and soundly-based decision-making. RDV advised that a clear
framework for value for money was embedded in the project identification, application,
assessment and funding decision process and relevant benchmarks were used in the
assessment process. However, it is not clear how value for money is embedded
throughout all aspects of these processes, as discussed below.

3.6.1 Benchmarks

Benchmarks are usually developed based on historical data and can be developed for
any measure. Examples of benchmarks include setting minimum dollars to be
leveraged for every RGF dollar invested.

An absence of targets or benchmarks makes it difficult for the assessment committees

to decide whether the applications are providing value for money. RDV had identified

some benchmarks, including:

. the Latrobe Valley Industry and Infrastructure Fund had a benchmark of $50 000
per job created for assessing whether the project met the investment threshold

. the Developing Stronger Regions Program had a benchmark of a maximum of
30 per cent contribution

. PLFP had maximum investment limits for its sub-components and funding ratios
for each

. water, energy and transport efficiency benchmarks for assessing specific
projects.

However, RDV did not establish sufficient benchmarks for all programs or consistently
apply the benchmarks it did have.
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No investment leverage benchmark was established for RGF funding as a whole.
RDV's Infrastructure Business Plan 2014-15 includes a benchmark of leveraging

$3 for every $1 granted under the RGF as a Key Performance Indicator. However,
based on the analysis shown in Figure 3H it is clear this benchmark was not always
applied. Some sub-programs of PLFP also had investment benchmarks which were
largely adhered to. In the assessment decisions RDV has documented, there are
various rationales for deviating from the established benchmark. RDV has advised that
in one instance the benchmark was related to an election commitment. In another case
RDV has advised that although the benchmark was not adhered to, the minister was in
the process of revising the guidelines for the benchmarks.

Figure 3H
Range of investment generated by various RGF programs

Minimum Median Average Maximum
Number  return per return per  return per return per

of RGFdollar RGF dollar RGF dollar RGF dollar
Program projects spent spent(a) spent spent

Local Government Infrastructure

Program (LGIP) 499 0.00 0.02 1.82 134.75
PLFP 802 0.00 0.56 1.85 49.00
Building Stronger Regions

Program 385 0.00 0.00 0.28 30.79
EIP 75 0.00 1.44 6.62 151.00
Latrobe Valley Industry and

Infrastructure Fund 39 0.33 3.23 6.66 51.38
EFR 9 0.12 0.38 0.43 0.74
Geelong Advancement Fund 4 151 6.69 5.76 8.14
Goulburn Valley Industry and

Infrastructure Fund 11 0.04 0.09 0.49 4.00

Murray-Darling Basin Regional
Economic Diversification

Program 7 2.00 8.70 10.02 40.00
Developing Stronger Regions
Program 25 0.00 1.00 1.22 6.80

(a) Median is a good measure when the number of projects is large, such as the PLFP and LGIP, as
extreme values can distort the average.

Source: Victorian Auditor-General's Office based on information provided by RDV.

Figure 3H shows the varied nature of investment leveraged by RDV. Although one
benchmark for investment leveraged cannot be set for the RGF as a whole due to its
diverse nature, setting benchmarks for individual programs, similar to what was done
for the PLFP, would help increase objectivity. The Figure also indicates that even within
programs with similar criteria and objectives there were projects that did not provide a
return, whereas others provided exceptional returns. Setting a minimum threshold
would increase value to the state and increase the equity of the process.
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3.6.2 Assessments of value for money—lack of
comparison

Better practice for assessing value for money recommends identifying the expected
and actual outcomes and drawing an overall conclusion on the value for money
achieved with the available resources.

For the EIP, value for money is reflected in the core criteria that were to be addressed
as part of the application. These included financial viability, project feasibility and
maximising value to the state. However, lack of documentation of the pre-application
process precludes an examination of how value for money of funded projects
compared to those that were not funded.

RDV does not have appropriate mechanisms in place to identify expected and actual
outcomes. The funding model offers no comparative data for what value for money
was achieved for similar previous applications. The lack of data on potential applicants
makes it difficult to assess if the best value for money projects were funded.

3.6.3 Energy for the Regions—a case study

The EFR program was a major component of the EIP with allocated funding of
approximately $123 million—42 per cent of the EIP. This was also 22 per cent of the
RGF over four years. The program originally sought to provide natural gas to 14 towns,
conduct a feasibility study for supply of natural gas to Murray River communities and
expansion of gas capacity to one town under the election commitments of the previous
government.

Prior to the EFR program, Victoria had a Natural Gas Extension Program (NGEP). An
October 2010 briefing to the Minister for Regional and Rural Development noted that
the NGEP was ‘assessed as providing good value for money’ based on the cost per
connection of $1 000 to $4 450. RDV determined that an expenditure (subsidy) of

$4 500 per connection represented value for money for the NGEP. It also identified a
list of towns most likely to be connected within this $ 4 500 value for money threshold.
RDV has advised this threshold is reflective of the nature of towns connected under
NGEP, which were generally larger regional towns located closer to the existing gas
network, resulting in lower project delivery costs.

The change of government meant the NGEP was not pursued further and was
replaced by the EFR program.

The department provided gas to the towns identified in the EFR program in three ways:

. direct negotiations with distributors—two towns connected

. fixed subsidy method (negotiations with distributors)—six towns connected

. virtual pipelines method (public tender)—11 towns connected (seven originally
planned and four additional).
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RDV initiated direct negotiations in 2011 to invite distributors to provide natural gas to
the 15 initially planned towns. However, only two towns were funded by the program.
RDV advised that the offers received for the remaining 13 towns were assessed by
RDV and its commercial and technical advisors as not providing value to the state.

RDV then initiated a ‘fixed subsidy method’ for the remaining towns. It determined the
subsidy amounts required to connect each town based on work undertaken by the
department’s technical advisors. The department advised this was consistent with the
approach that would be adopted by the Australian Energy Regulator in assessing the
investment efficiency of a gas project under the National Gas Law. However, we have
not verified this. The ‘fixed subsidy’ mechanism resulted in another six towns receiving
natural gas connections.

Approximately $53 million was committed for the above two methods, which would
connect or expand gas supply to eight towns when completed.

RDV finally considered provision of Compressed Natural Gas or Liquefied Natural Gas
through the concept of ‘virtual pipelines’. This entails setting up infrastructure within
towns to enable Compressed Natural Gas or Liquefied Natural Gas to be transported
to those towns by trucks.

A tender was floated for the seven remaining towns of the initial EFR plan as well as
additional towns along the Murray Darling basin. This tender was finalised in
September 2014 for a total cost of $85 million, with RGF funding of $70 million, for
provision of gas to these 11 towns.

RDV advised that in negotiating the terms of the $85 million funding, it undertook an
extensive and rigorous evaluation which assessed the reasonableness of infrastructure
costs for the proposed delivery solution. The evaluation panel comprised of RDV and
leading commercial and technical advisors and lawyers. The panel concluded that the
final bid by the successful bidder represented achievement of the EFR Program
objectives and value for money to the state.

RDV does not have a breakdown of the $85 million funding across the 11 towns but
has provided an average cost of $6 800 per connection based on a minimum of 12 500
connections. This is higher than RDV's own established value for money benchmark of
$4 500 per connection, which was established under the NGEP. The average of the
connection cost is also not a representative number as there may have been
significant variation in connection costs in different towns. RDV advised that the higher
subsidy requirement for towns under EFR reflects the more difficult and higher project
risk nature of these towns.

RDV believes the value for money proposition of EFR cannot be assessed immediately
as only one town has been connected with the other projects expected to be
completed by 2018. Therefore, the actual cost per connection for each town will not be
known for a number of years. As gas becomes available in each town and the town’s
network grows, cost per connection may decrease.
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RDV believes EFR has achieved its three key objectives. In assessing the value for
money of the EFR, RDV will consider the cost per connection benchmark as well as its
broader economic outputs.

RDV advised that the list of towns for the EFR program was announced by the former
government in November 2010 as an election commitment, and that it did not provide
any input into the list. RDV also advised that although it did not provide input into the
selection of towns, in implementing the EFR, it only contracted with gas suppliers when
it was satisfied that the level of subsidy sought reflected value for money and the
project was economically and technically sound.

It is not clear why RDV did not provide advice to the government regarding towns
which were already identified as suitable for connection and had lower project delivery
costs. Two towns previously identified as meeting the value for money threshold were
not connected. Had this information been available, the government might also have
included these value for money towns in addition to its election commitments.

RDV also did not establish a value for money benchmark under the EFR which could
ascertain value for money at the time of making the decision rather than waiting for it in
hindsight.

3.6.4 Value for money in the Regional Jobs and
Infrastructure Fund

A December 2014 RDV briefing to the incoming Minister for Regional Development
recommended using unutilised RGF funds for regional priorities prior to the
establishment of the Regional Jobs and Infrastructure Fund. The department
recommended to the minister that it ‘utilise the balance of RGF program funding
($14.681 million) through the existing program framework and governance
arrangements to fund high priority projects, including the government’s election
commitments that are immediately ready to proceed’.

The department does not have any documented rationale for the list of high priority
projects contained in the briefing. The department has advised that the ‘status of
election commitments within the funding limit were assessed through conversations
and in some cases site visits, and those that were project ready were then required to
go through the standard application and assessment process’. The department further
advised value for money will be a core consideration in the application and
assessment process to ascertain the most efficient and effective way to implement the
government’s election commitments.

However, the lack of documentation for this prioritisation process means RDV cannot
demonstrate if the best projects were selected for funding.
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Recommendations

That, while developing and implementing the Regional Jobs and Infrastructure Fund
and other future initiatives of a similar nature, the Department of Economic
Development, Jobs, Transport & Resources:

8. demonstrates the achievement of objectives by:
®  monitoring and reporting on all outcomes of the initiative

e developing guidelines, in line with better practice, for making appropriate
adjustments to outcomes prior to reporting

e accurately and fairly reporting outcomes attributable to the initiative
9. demonstrates the effective use of public money by:
e developing robust guidelines and frameworks to assess value for money

e  establishing and effectively implementing benchmarks and targets for all
programs

e providing advice to government on value-for-money thresholds.
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Appendix A.
AcCronyms

ANAO
BSRP
DSRP
EFR
EIP
GEMS
KPM
LGIP
NGEP
PLFP
PVGF
RDA
RDV
REIC
RGF
RIDF
RJIF

RPAC

Victorian Auditor-General’'s Report

Australian National Audit Office

Building Stronger Regions Program
Developing Stronger Regions Program
Energy for the Regions

Economic Infrastructure Program

Global Engagement Management System
Key Performance Measure

Local Government Infrastructure Program
Natural Gas Extension Program

Putting Locals First Program

Provincial Victoria Growth Fund

Regional Development Australia

Regional Development Victoria

Regional Economic Infrastructure Committee
Regional Growth Fund

Regional Development Infrastructure Fund
Regional Jobs and Infrastructure Fund

Regional Policy Advisory Committee
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Appendix B.
Election commitments

Figure B1 provides the election commitments that were funded through the Regional
Growth Fund, and Figure B2 provides the election commitments that are planned to be
funded through the Regional Jobs and Infrastructure Fund.

Figure B1
Regional Growth Fund programs

Election commitment Amount committed

Developing Stronger Regions Program

Heathcote Tourism Action Plan $30 000
Traralgon to Morwell Shared Pathway Feasibility Study $30 000
The Narrow's Project at Tallangatta $0.378 million
Lindenow Valley Water Security Project $1 million
Water Security for Wangaratta Study $1 million
Economic Infrastructure Program

Gippsland Plains Rail Trail — Traralgon — Glengarry $0.6 million
Hazelwood Pondage Foreshore Enhancement Project $1 million
Grampians Peaks Trail — Stage 2 $1.2 million
Bright Off River Water Storage $2 million
Development of the Victorian Regional Exhibition Complex $2 million
Bendigo — Stage 2 (Bendigo Show Grounds)

Port Anthony — Gateway to Growth $2 million
Swan Hill Motor Racing Complex $2 million
Port Welshpool Long Jetty $5 million
Mildura Airport Redevelopment $5.2 million
Mildura Riverfront Parklands Project (Mildura Riverfront $12 million
Development Stage 1)

Geelong Library and Heritage Centre $15 million
Energy for the Regions (EFR)

Mildura Expansion $9.075 million
Huntly Connection $2.58 million
Supply of natural Gas to Avoca $8.4 million
Supply of natural gas to Bannockburn $8.976 million
Supply of Natural Gas to Winchelsea $4.156 million
Supply of Natural Gas to Wondong-Heathcote Junction $4.94 million
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Figure B1
Regional Growth Fund programs — continued

Election commitment Amount committed

Energy for the Regions (EFR) — continued

Supply of Natural Gas to Koo Wee Rup $5.2 million
Supply of Natural Gas to Warburton $7.88 million
Compressed Natural Gas Supply for Eleven Regional Towns $70 million
Building Stronger Regions Program

Building Stronger Regions Projects $59.756 million
Total value of election commitments (including EFR)  $231.401 million

(excluding EFR) $110.194 million

Source: Victorian Auditor-General's Office based on information provided by
Regional Development Victoria.

Figure B2
Regional Jobs and Infrastructure Fund

Election commitment Amount committed

Regional Infrastructure Fund

Eureka Stadium and Ballarat Sports Precincts Redevelopment $31.5 million
Geelong Performing Arts Centre $30 million
Ballarat Station Redevelopment $25 million
Grampians Peak Trail $19 million
Gippsland Logistics Precinct $10 million
Sovereign Hill by Night $8 million
Bendigo Aspire Project $5 million
Ararat Town Hall Preservation and Upgrade $3.7 million
Leopold Hub $3 million
Harcourt Mountain Bike Trall $1 million
Wallan Town Centre $1.5 million
Wangaratta Saleyards $0.5 million
Euroa Saleyards $0.5 million
Wedderburn Street scaping $0.5 million
Regional Jobs Fund

Geelong Regional Innovation and Investment Fund Expansion $7.5 million
Victorian Defence Procurement Office in Geelong $5 million
Manufacturing hub in Geelong $3 million
Stawell particle physics laboratory $1.75 million
Wine Victoria Strategy $1 million
Latrobe Valley University Training Clinic $1 million
Research in Horticulture $1 million
Frewstal Lab and Sheep Processing $0.5 million
VACC LPG Industry Study $60 000
Food Source Victoria Alliances of Producers $20 million
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Figure B2

Regional Jobs and Infrastructure Fund — continued

Election commitment Amount committed

Stronger Regional Communities Plan
Regional Community Leadership Program
Go Goldfields

Support for Regional Planning

Victorian Open Golf Tournament in Geelong
Stawell Gift Sponsorship

Career Horizons

Passions and Pathways
Wondong/Wallan/Heathcote Rail Trail
Ararat Freight and Logistics Feasibility Study
Networked Rural Councils

$8 million
$2 million
$1.5 million
$1.4 million
$0.6 million
$0.3 million
$0.15 million
$0.15 million
$0.1 million
$3.5 million

Total value of election commitments

Source: Victorian Auditor-General's Office based on information provided by
Regional Development Victoria.

$191.71 million
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Appendix C.
Auait Act 1994 section 76—

submissions and comments

Introduction

In accordance with section 16(3) of the Audit Act 1994, a copy of this report, or part of
this report, was provided to the Department of Economic Development, Jobs,
Transport & Resources.

The submissions and comments provided are not subject to audit nor the evidentiary
standards required to reach an audit conclusion. Responsibility for the accuracy,
fairness and balance of those comments rests solely with the agency head.
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RESPONSE provided by the Secretary, Department of Economic Development,
Jobs, Transport & Resources
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RESPONSE provided by the Secretary, Department of Economic Development,
Jobs, Transport & Resources — continued

Department of Economic Development, Jobs, Transport & Resources response to VAGO's audit

recommendations

1. increases awareness of the
initiatives to ensure the best possible
projects are funded

RDV has an extensive regional network established
over many years.

RDV’s existing strong regional partnership approach is
a key component to generally promoting and
increasing awareness of the RIIF. In establishing RIIF,
RDV has undertaken extensive consultation, with
each region running information sessions with key
stakeholders including local councils, peak bodies,
community groups and businesses.

In addition an enhanced focus of the department’s
Business Engagement Model will further improve
direct engagement with the private sector and
increase awareness of government programs,
including RJIF.

2. implements robust governance
arrangements, including an effective
role for assessment committees in
funding decisions

RDV already has a robust governance structure that
VAGO has identified as a positive attribute.

Building on the robust governance arrangements that
were in place for the RGF, the RJIF governance
arrangements have been clearly documented and the
roles and responsibilities of all parties involved in the
assessment and recommendations of funding
decisions have been well defined.

This includes a comprehensive assessment process,
the involvement of independent committees,
including an inter-departmental committee, an
independent financial risk assessment, and final
legislated decision-making process with the Minister,

3. develops and documents detailed
pre-application funding processes that
are transparent and demonstrate that
the best available applications are
funded

RDV’s open ‘pipeline’ grants model has been
successfully implemented for over a decade as it is
the most efficient and effective approach for long-
term place-based grant programs for highly diverse
projects.

This model, which uses a comprehensive assessment
process, ensures that the best available applications
are funded. RDV has implemented consistent pre-
application documentation processes for the RIIF.
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RESPONSE provided by the Secretary, Department of Economic Development,
Jobs, Transport & Resources — continued

4. implements identified risk
management actions and plans

RDV complies with the department’s risk
management framework and as such identifies its key
strategic and operational risks including for the RGF
and now the RIJF. In doing so, RDV identifies the
causes, consequences and mitigating controls of risk
inherent to these programs.

5. implements robust monitoring and
reporting systems and processes

RDV has a robust monitoring and reporting system in
place that is used for the RGF and RIIF.

The RJIF reporting will have a greater focus on
progress performance reporting towards the
achievement of outcomes.’

6. develops a robust evaluation
framework including relevant and
appropriate performance measures,
benchmarks, targets and baseline data

The RJIF monitoring and evaluation framework has
been a core component of the program design and
includes relevant performance measures,
benchmarks, targets and baseline data.

This has arisen from an internal audit which focussed
on an extensive identification of the RGF framework,
data requirements, capability assessment and
guidance around the appropriate timing for program
evaluations.

7. undertakes regular reviews and
evaluation activities to demonstrate
that grant initiatives are meeting their
goals and objectives

As identified in the internal audit, the RJIF monitoring
and evaluation framework has a number of planned
reviews/evaluations throughout the life of the fund
including consideration of longer term outcomes
which would be expected to flow after the grant
period and project completion.

8. demonstrates the achievement of
objectives by:

- monitoring and reporting on all
outcomes of the initiative

- developing guidelines, in line with
better practice, for making appropriate
adjustments to outcomes prior to
reporting

- accurately and fairly reporting
outcomes attributable to the initiative

RDV has already committed to improved progress
performance reporting towards achievement of
outcomes, noting that the ability to demonstrate final
achievement of outcomes will be dependent on
timing of available outcomes data which can be after
the grant period and project completion.

In line with departmental and whole-of-government
(BP3) reporting RDV will continue to report on
expected jobs and investment and will continue to
make communication clear that these expected
outcomes are associated with the total project not
just the RDV funding contribution.

Attribution of outcomes to RIIF, including
adjustments, will be a key component of the final
evaluation of the fund.
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RESPONSE provided by the Secretary, Department of Economic Development,
Jobs, Transport & Resources — continued

9. demonstrates the effective use of Building on the RGF processes, value for money
public money by: (VFM) is a core consideration for the RIIF. The
approach to VFM is documented and embedded into
the project identification, application, assessment
and funding decision process. This process provides
- establishing and effectively assurance to the Minister of VFM in considering
implementing benchmarks and targets funding decisions.

for all programs

- developing robust guidelines and
frameworks to assess value for money

- providing advice to government on
value-for-money thresholds.
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Auditor-General’s reports

Reports tabled during 2015-16

Report title Date tabled
Unconventional Gas: Managing Risks and Impacts (2015-16:6) August 2015
Applying the High Value High Risk Process to Unsolicited Proposals (2015-16:5) August 2015
Biosecurity: Livestock (2015-16:4) August 2015
Follow up of Management of Staff Occupational Health and Safety in Public Schools August 2015
(2015-16:3)

Follow up of Managing Major Project (2015-16:2) August 2015
Follow up of Collections Management in Cultural Agencies (2015-16:1) August 2015

VAGO'’s website at www.audit.vic.gov.au contains a comprehensive list of all reports issued by VAGO.

Availability of reports

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

Or contact us at:

Victorian Auditor-General's Office
Level 24, 35 Collins Street
Melbourne Vic. 3000
AUSTRALIA

Phone: +61 3 8601 7000
Fax: +61 3 8601 7010
Email: comments@audit.vic.gov.au
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