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‘Queensland

Audit Office

Your ref,
Qur ref: 09-4134
Mr. Dale Hassell 0402 035 180
| Rosthanplon Regianal Covnel ]
17 November 2008 R F-{ay o

Counciller B Carter

Mayor

Rockhampton Regional Council
PO Box 1860
ROCKHAMPTON QLD 4700

Dear Councillor Carter

The financial records of the Rockhampton Regional Council are subject to annual audit by the
Auditor-General of Queensland, in terms of s.73 of the Financial Administration and Audit Act 1977
(the Act). Arrangements are currently in place for the audit of the Council for the period 15 March

2008 to 30 June 2009,

The Auditor-General has delegated to me the authority to conduct the audit and | will be assisted
by an audit team led by Mr Dale Hassell as Team Leader. While the Auditor-General retains
responsibility for the audit, | have been appointed as the Engagement Leader and the audit opinion
on the financial report of your organisation will be given by me as delegate of the Auditor-General.

FINANCIAL REPORT PREPARATION AND AUDIT

Section 48(1) of the Local Government Finance Standard 2005 requires local government bodies
to present their financial report to the Auditor-General or contract auditor no later than
15 September of each year. Section 531 of the Local Government Act 1993 requires an annual
report to be presented to the local government by 30 November including the financial report for
the year as certified by audit. While extensions may be approved in relation to both these delivery
dates, Council should discuss any changes with the Team Leader, to ensure sufficient time is
allowed for QAO to complete the audit and reporting process.

ADVICE FROM MINISTER - NEW ENTITIES

Your attention is drawn to s.75 of the Act which requires your Minister to advise the
Auditor-General of any additional public sector entities within his portfolic which have been
established and satisfy the "control” definition.

In this context, "control” in relation to an entity, has the meaning given by s.5A of the Act and
unless otherwise determined, is defined in Australian Accounting Standard AASB 127
Consolidated and Separate Financial Statements.

Accordingly, the necessary arrangements need to be put in place to enable your Minister to
provide the Auditor-General with the relevant advice in terms of 575 of the Act. Your advice of any
Fiooe 13, 345 Quaen Strest, Bnsbeae Cid 2050
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new business undertakings that may satisfy the definitions of associates or joint ventures within the
Australian Accounting Standards would also be appreciated.

CLIENT CONSULTATION AND REPORTING

Without prejudice to the Auditor-General's statutory right under s.79 of the Act to conduct an audit
in the way the Auditor-General considers appropriate, arrangements will be made for the Client
Strategy to be discussed with you, executive financial managers or the audit committee upon its
finalisation.

As part of developing the Client Strategy document and conducting the audit, members of the audit
team will undertake ongoing consultation with your senior managers and staff including members
of the Internal Audit function.

Although the audit strategy will provide for reliance on the work of Internal Audit to the extent that it
aligns with our strategy, the actual extent of such reliance is dependent on the degree of
independence allowed to Internal Audit; the professionalism of internal audit staff the adequacy of
audit coveragé and working paperd and the availability of reports.

Matters raised during the audit will be discussed progressively with your staff with a view to
achieving an early response and remedial action. At times a written response to these matters
may be requested from your staff. Interim results will be referred in a letter to you for comment
where necessary. Audit team members will discuss final results of the audit with you and your
senior financial managers at an audit exit interview. At this meeting, your views will be sought on
any unresolved matters.

Upon completion of the audit, the final results will also be conveyed to you in writing. Should you
wish to discuss preferred reporting protocols in this regard, pleass contact me. Where a matter
raised is considered to be a matter of significance, and in the Auditor-General’s view warrants
inclusion in a Report to the Legislative Assembly. you will be given the opportunity to comment on
the matter and your comments will be considered for inclusion in the Report. If the matter is
considered to be significant, it may also be referred to your responsible Minister and the Treasurer
as appropriate. '

AUDIT FEES

The proposed audit fee is based on an estimate of the hours required to undertake the audit and
the hourly charge-out rates approved by the Treasurer. QAO has been able to sustain its audit
quality through increased productivity and the introduction of more efficient audit practices such as
our computer-based audit methodology. These measures ‘have however not been sufficient to
enable QAO to meet the increasing costs that have resultad from changes in auditing standards,
particularly in relation to ensuring that adequate quality assurance practices are implemented.

To recognise the significant increases to QAQ’s major costs over the past few years, this audit
year, the Treasurer approved an increase in hourly fees of 10.8 per cent effective from 6 October
2008. The increased rates will apply to all work undertaken by QAO from that date.

The estimated fee for this audit will be advised in due course via the QAO Client Strategy
document.
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Legislative requirements and standard arrangements relating to the conduct of this audit are
outlined in our Conditions of the Audit Engagement. A copy of these conditions is attached and
they are also available on QAO’s website at www.qgao.gld.gov.au.

This engagement letter is a standing arrangement between the Queensland Audit Office and the
Rockhampton Regional Council until such time that a new letter is issued due to changes in the
conditions or scope of the audit engagement or significant change in the Council's senior
management.

Yours sincerely

O e.Core

Cliver Clare
Director of Audit

Enc.
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: Queensland
Audit Office

Y our ref
QOur rel: 08-4173
Mr Uale Hassell 3228 21

o
s

24 Seplember 2008

Mr A Dawson
Chief Executive Officer

Rockhampton Regional Council ; 7

PO Box 1860 e

ROCKHAMPTON QLD 4700 et g gy T EE BTN
AR Aty I

Dear Mr Dawson

The final audit of the former Rockhampton City Councif for the financial reporting period
1 July 2007 to 14 March 2008 has been completed and the original financial statements are
enclosed. All amalgamated local governiments have received a modified audit opinion in the form
of an emphasis of matter paragraph, drawing attention to the fact that the final financial statements
have been prepared on a going concern basis despite the fact that the Rockhampton City Council
has been amaigamated and ceased to exist after 14 March 2008.

FINAL AUDIT RESULTS

Details of high and moderate risk issues identified during the course of the audit are shown in
Appendix A There was only one high risk issue and this related to a lack of segregation of duties
when creating purchase requisitions, approving those requisitions and subsequent entry of
goods/services received information into the finance system.

Your comments in relation to the corrective action taken or proposed in relation to the high and
moderate risk issues shown in Appendix A would be appreciated by 30 October 2008.

A number of low risk issues were also identified during the course of the audit and reported to
Council management There are summarised below for your information:

*  anumber of emyzﬁoyees are carrying annual leave balances in excess of Council’s policy

* anumber of building assets recorded in the asset register were not being depreciated

» several Trust Fund accounts were inactive and should be reviewed by management

* asset additions and depreciation expense were not being recorded in the ledger until year-end
* inventory stocktake sheets were not all signed by the stocktaking officers.

This letter, together with Appendix A. constitutes the Audit Report that is required to be tabled at

the next ordinary Rockhampton Regional Council meeting in accordance with $.530(4) of the Local
Government Act 1993

QMO
N {¥

Telephone 07 3405 1140
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Matters relating to electronic presentation of audited financial statements

if you intend to etectronically present the financial statements on your website or distribute them
via other electronic media including CC-ROM. the independent audit report with the additional
paragraph reflecting the uncertainty in relation to the secunty of an entity’'s website and the

potential misuse of any signatures will need to be included

REVISED AUDIT FEE

The audit fee for the final audit of the former Council including travel expenses, has been

assessed at 392 500 {excluding GST). The increase in the fee over the previously advised

estimate of $90 700 was mainly due to the additional audit work required in respect of;

« additional audit work required during the vear-end financial statements phase. in parnticular with
respect 1o Employee Benefits and note disclosures for analysis of results by function. national
competiticn policy and Financial risk management

e additional audit work was required over expenditure and accounts payable as a result of the
high risk issue reported in the appendix, with reduced audit reliance able to be placed on
internal controt systems.

A final invoice for the balance of the audit fee will be issued shortly.

On behalf of my audit team, | would like to exiend our thanks to the staff of the former

Rockhampton City Council and Rockhampton Regional Councit. for their assistance in the conduct

of our audit.

If you would like to discuss this matter further please contact me or Mr Dale Hassell, Team
Leader, on 0402 035 180 or 3228 2154

Yours sincerely

Denis Byram
Acting Engagement Leader

Enc.
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Rockhampton City Council — 2007-08
Final Management Report
Appendix A

RISK DEFINITIONS

Without anticipating the Auditor-Generals final decision on whal may be referenced in an
Auditor-General's Report t¢ Parliament, each of the matters includad in the Appendix has been
assessed and categorised against the {oliowing risk categories:

© Risk category Client impact
High ¢ matters which pese a significant business or financial risk 1o the entity
« matters that have resulted or could petentially result in a modified or

qualified audit opinion if not addressed as a matter of urgency by the
entity

matters of a systemic nature that pose a moderate business or financial |
risk to the entity if not addressed as high priority within the current
financial year

- Moderate

L J

matters thal may escalate to high risk if not addressed promptiy ‘

» low nsk matters which have been reported to management in the past but |
have not been satisfactorily resolved or addressed

Low * matters that are isclated, non-systemic or procedural in nature

matters that reflect relatively minor administrative shortcomings and could
be addressed in the context of the entity’'s overall control environment :

L4

Q™0
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CONTENTS
1 High risk issues 2
T 1 Expenditure and accounts payable issuss. 2
i1 Ordenng. authorising. and receiving not pedormed b;/ mdﬂpﬂmer( t officer 2
2 Moderate risk 1ssues 3
27 Expenditure and accounts payable issues U B UG |
2.1.1 Ceuncil Purchase Orders created after gooda/servsces rece!ved BT 3
2.1.2 Corporate Card unreviewed transactions greater than three m onths . .4
2.2 Non-current physical assets issues.............................. UU .5
2 2.1 Annual stocktakes of fixed assets should be performed. . . .5
2.3 Revenue and receivables issues ... ... 5
2.3.1 Inappropriate account coding for landing fees and major private works revenue ... 5
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Final Management Report
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1. HIGH RISK ISSUES
1.1 Expenditure and accounts payable issues
1.1.1 Ordering, authorising, and receiving not performed by independent officers

(Risk rating - high)
Observation

Restrictions have not been implemented in the finance system (o enforce a segregation of duties
and prevent officers from raising a requisition. approving that same requisition so as 16 creats 3
Purchase Order and subsequently enlering details of goods/services received into the finance
system.

implications

The lack of controls to enforce segregation of duties increases the risk that fraudulent purchasing
activity could take place.

Recommendations

Finance system access levels and workflow authorisations should be reviewed 0 ensure
segregation of duties is implemented through user access restrictions

Management response

The above situation has now been acerbated by amalgamation. Staff delegations now span
across all of the new Council and Council 1s continuing to operate five separate financial systems
that are not accessible outside the areas of the previous local governments.

With the changeover to one financial system estimated to be 1 July 2009 a solution nesds to be
found to ensure ail financial systems have the segregation of duties functionality in operation and
also staff from any Council office can exercise their delegated authority in regard to purchasing in
the required system

A new process nesds to be developed and implemented (o overcome this problem. however this
approval process needs to be simple and effective.

A possible solution is to-appoint an officer or officers in each section or group (by location) to
approve requisitions and create purchase orders acting on behalf of the Managers outside of that
office. Note' These officers would not be able to create requisitions in the finance system or any
other system. ’

How the process would work:

An officer creates a requisition and then sends an e-mail to the Manager for approval and the
requisition is forwarded to the officer who will perform the approval in the finance system.

The Manager will receive the email and either approve or disapprove the requisition.  If the
requisition is approved the Manager will reply to the requisttioner and the purchase order
processing officer that it is approved and can be processed

The purchase order processing officer will print the e-mail or save it electronically and approve the
requisition to become a purchase order in the finance system or other finance system.

L ]
UEENSLAND
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If the requisition 1s not approved the Manager will reply to the e-mail stating it is not approved and
the requistioning officer can delete the requisition or let it remain in the finance system

Additional audit comments

Audit notes management's response above but remains of the view that access levels within the
finance system should be restricted to ensure an appropriate segregation of duties

2. MODERATE RISK ISSUES
2.1 Expenditure and accounts payable issues

2.1.1 Council Purchase Orders created after goods/sérvices received
{Risk rating - moderate)

Observation

Audit obtained a report from the finance system that compared supplier invoice dates against

Council Purchase Order dates {Purchase Orders from July 2007 to February 2008). The report

listed 11,744 Purchase Orders of which 5 519 were dated later than related supplier invoice dales.
Implications

Risks associated with creating purchase orders after goods/services have actually been received
inciude:

* acquirng goods/seivices without authorisation, breaching Council's procurement policy

+ liability for goods or services that would not normally be approved by an authorised cfficer

+ liability for goods or services that do not comply with budget requirements

» the inability to verify guantily and order specifications at ime of receipt, if the purchase order is
yet to be created

« the possibility of paying cutside of the payment terms if the authorisation process is delayed.
Recommendations

Audit recommended that:

o management pernodically review the number of confirmation purchase orders being raised and
reasons why they are being raised

« the Procuremen! department provides ongoing training on procurement procedures.
Management response

Council's process was to send these invoices to staff lo create purchase orders so the invoices
could be processed and to remind staff that ordering goods or services without an order number
and prior to receiving supply was not appropriate  As observed, this has had limited effect.
Accounts Payable has started sending invoices without purchase order numbers back to suppliers
for them to obtain an order number from the appropriate Council employee. |t is anticipated that
over time the number of invoices received will be significantly reduced as suppliers learn they will
not be paid or will be paid late without an order number provided at the time of ordering the goods
stated on the invoice.
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Additional audit comments

Management's respense is noted however QAO remains of the view that the audit
recommendations should be implemented,

2.1.2 Corporate Card unreviewed transactions greater than three months
(Risk rating - moderate)

Observation

A review of Corporate Card reconcihiations revealed that as at 30 January 2008. there were
322.484 50 of unreviewed transactions greater than three months old:

Month T | Corporate Card Purchases Still to be |
| Reviewed as at 31 January 2008

Augusi 2007 T 9500739
September 2007 $4,024.88;
‘October 2007 . 91311223

Total transactions greater than three months oid .$22,484.50

Audit noted that 84 per cent of the unreviewed transactions related to three employees
The Councii's Corporate Purchasing Card Guidelines require completed Purchasing Card

Transaction Declarations (signed by the cardholder and cardholder's supervisor) and tax invoices
to be forwarded to the Accounts Payable section within seven days of the transaction date

Implications

e lack of review over credit card expenditure could prevent the detection of fraudulent or non
business related transactions in a timely manner

+ nsk that any delay in advising the bank of any disputed transactions could make investigation
more ditficult

+ the delay in submitting Transaction Declarations will mean that the corporate card expenditure
s not accurately reflected in the Council's General Ledger.

Recommendations
Council Management should ensure unreviewed lransactions are followed up in a timely manner
This can be achieved by

* reviewing the unreviewed listing each month

* ensuring the unreviewed list is forwarded to supervisors for them to initiate action

* checking that Accounts Payable have efficient controls in place to ensure outstanding receipts
and paperwork are followed up promptly.

Management response

Accounts payable will forward the list to the Manager Supply Chain, who will follow up on any
outstanding receipts.

E )
JUEENSLAND
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2.2 Non-current physical assets issues
2.2.1 Annual stocktakes of fixed assets should be performed
{Risk rating - moderate)
Observation
T‘nem was no evidence that independent siocktakes of non-infrastructure plant and eauipment
assets and portable and attractive assets are performed annually.
Implications

There 15 a risk that asset records are not complete or accurate or that assets no longer exist

Risk that asset losses through theft and other causes are not identified, followed up and reporied in
a timely manner

Recommendations

Independent stocktakes of non-infrastructure plant and equipment and portable and atlractive
assets shculd be performed at least annualiy.

Management response

Audi's recommendation is noted and independent stocktakes of non-infrastructure plant and
equipment and portable and attractive assets will be performed at least annually.

2.3 Revenue and receivables issues
2.3.1 Inappropriate account coding for fanding fees and major private works revenue
(Risk rating - moderate)

Observation

Audit tesling of non-rates revenue for the period 1 July 2007 to 18 February 2008 identified that
32 3m was incorrectly coded to expenditure recovery (A/C 1650). This revenue should have been
coded as $2.2m for Private works revenue (A/C 1270) and $0.1m as airport landing fees revenue
Lr‘\:C 1010)’

In addition, the privale works revenue :'rom Department of Main Roads 1n 2006-07 was also
incorrectly coded aq expenditure recover

Implications
Revenue and expenditure are understated in the annual financial statements.

Recommendations

» The Accounts Receivable Officer should review the invoice request form to ensure the
appropriate G/L code is recorded before the invoice is raised.

+ Council should review the transaction list in the expenditure recovery ledger account to ensure
no other matenial transactions have been incorrectly coded. Any such transactions should be
corrected in the appropriate Ledger codes.

'\()
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« Council should restate the comparative informaticn disclosed in its 2007-08 financial statements
to be consistent with the disclosures in the reporting penod ending 14 March 2008.

Management response

The Accounts Receivable Officer has been informed of the above incorrect trealment of the
expenditure recovery natural account (1850} and will ciosely monitor any invoice requests to this
natural account. Given the scale of Council's operations it is not practicable for the Accounts
Receivables Officer to cemprehensively review every request to issue an invoice to ensure the
appropriate G/t code is used and reliance is placed upon other staff in Council's departments
However, the Accounts Receivable Officer will endeavour to identify any errors and pay particular
attention to invoices for larger amounts

Finance officers have reviewed each expenditure recovery account to identify any material
transactions that have been incorrectly coded.  All such transactions have now been corrected 1o
the appropriate accounts.

The comparative information for 2006-07 will be restated to be consistent with the disclosures in
the reporting period ending 14 March 2008,

]
UEENSLAND
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Queensland PRI
Audit Office

Your ref:
Our ref: 08-4046

Mr Michael O'Grady 3224 4597
Councillor B Carter [

Mayor fetns
Rockhampton Regional Council o
PO Box 1860 2+ AUG 2008

ROCKHAMPTON QLD 4700

25 August 2008
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Dear Councillor Carter

The final audit of the former Fitzroy Shire Council for the financial reporting period 1 July 2007 to
14 March 2008 has been completed and the original financial statements have been returned to
the Chief Executive Officer of the Rockhampton Regional Council (RRC). All amalgamated local
governments have received a modified audit opinion in the form of an emphasis of matter
paragraph, drawing attention to the fact that the final financial statements have been prepared on a
going concern basis despite the fact that the Fitzroy Shire Council has been amalgamated and

ceased to exist after 14 March 2008.

FINAL AUDIT RESULTS

There were no high risk issues raised during the audit. Details of moderate and low risk audit
findings are included in Appendix A. | would appreciate your confirmation of the management
responses included in Appendix A by 19 September 2008, together with any additional comments

you may wish to make.

This letter, together with Appendix A, constitutes the Audit Report that is required to be tabled at
the next ordinary RRC meeting in accordance with s.530(4) of the Local Government Act 1993.

#%

If you would like to discuss this matter further, please contact me on 3224 4597

Yours sincerely W
/

Michael O’'Grady
Engagement Leader RECEIVED

RCC - Mayor's Oflice
Date: o lcl )Q%
Action: D[ Yo Roen CLQ«Z._)I\’\C(\]
(g,();wzcg o Alastas
Cenlral Plaza One o

Floor 11. 345 Queen Street. Brisbane Qid 4000
GPO Box 1139. Brisbane Qid 4001

Telephone 07 3405 1100
Facsimide 07 3405 1111

£mail enquiries@qao gld gov.au
Website www.gac.qld.gov.au - 66 -
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Appendix A

RISK DEFINITIONS

Without anticipating the Auditor-General's final decision on what may be referenced in an
Auditor-General's Report to Parliament, each of the matters included in the Appendix has been

assessed and categorised against the following risk categories:

Risk category Client impact
High ¢ matters which pose a significant business or financial risk to the entity
* matters that have resulted or could potentially result in a modified or

qualified audit opinion if not addressed as a matter of urgency by the
entity.

Moderate * matters of a systemic nature that pose a moderate business or financial
risk to the entity if not addressed as high priority within the current

financial year
* matters that may escalate to high risk if not addressed promptly

* low risk matters which have been reported to management in the past but
have not been satisfactorily resolved or addressed.

Low * matters that are isolated, non-systemic or procedural in nature

» matters that reflect relatively minor administrative shortcomings and could
be addressed in the context of the entity’s overall control environment.

A
QUEENSLAND
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1. Moderate risk issues
1.1 Employee expenses/employee benefits issues
1.1.1 Lack of reconciliation between Payroll Module and General Ledger

(Risk rating - moderate)

Observation

QAOQ was advised that there was no reconciliation performed between the Practical Payroll Module
and the General Ledger. Although there is a daily review process in place over the Practical
System General Ledger update, audit noted that there are manual journals made to the payroll
module and hence a regular reconciliation between the Payroll module and the General Ledger is

essential.

Implications

Lack of a reconciliation between the Payroll module and the General Ledger increases the risk that
changes in the Payroll module will not be correctly reflected in the General Ledger, and

subsequently the relevant disclosures in the Financial Statements.

Recommendations

QAO recommended that regular reconciliations between the Payroll module and the General
Ledger are performed and reviewed.

Management response

Verbal response from Mr Michael Clerc (Finance Manager) and Mr Damien Cross (Accountant) at
Exit Meeting on 4 July 2008:

The Council acknowledged the issue. Regular reconciliations between the Payroll module and the
General Ledger have been planned but not yet been implemented due to resources being focused
on the amalgamation. Reconciliations will be performed as soon as resources are available.

Status

Management undertaking for corrective action.

OeQ
QUEENSLAND
AUDIT
OFFICE
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1.1.2 Control weaknesses over system access and master file changes
(Risk rating - moderate)

Observation

During a walkthrough of payroll processing and the Practical payroll module, QAO was advised
that the Administrator login for the Practical Payroll module was being utilised by a number of the
finance staff. In addition, there was no internal control review process in place for any changes

made to the payroll master files.

implications

Unrestricted use of the administrator login increases the risk of unauthorised master file changes
being made and shared use of this administrator login would result in changes to the file that
cannot be traced to any individual staff member. In addition, a lack of formal review of masterfile
changes increases the risk of fraudulent amendments occurring.

Recommendations

QAO recommended that;

* The use of the Practical payroll module administrator login-should be restricted to the system
administrator. If more than one person needs to use the login, a new administrator account
should be created so that all changes to the masterfile can be traced to an individual, thus

ensuring that an adequate audit trail exists.
* Any changes to payroll masterfile data should be reviewed by an independent officer.

Management response

Verbal respond from Mr Michael Clerc (Finance Manager) and Mr Damien Cross (Accountant) at
Exit Meeting on 4 July 2008:

The Council acknowledged the issue. Payroll administrator login would be restricted to one officer
and the current login password would be changed immediately. All changes to masterfile will be
reviewed by a independent officer to ensure changes are authorised and accurate.

Status

Management undertéking for corrective action.

®
QUEENSLAND
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1.2 Non-current physical assets issues
1.2.1 No Annual stocktake performed over plant and equipment
(Risk rating - moderate)

Observation

QAO was informed during the audit that there was no formal stocktake or physical inspection
performed over its non-current assets for the period ended 14 March 2008. In addition, there was
no documented procedures in place regarding the carrying out of stocktakes.

As a consequence, audit selected a sample of 33 assets (including buildings, plant and equipment)
to perform a physical audit inspection. Out of the 33 assets selected, 17 could not be sighted by
audit due to their location from the Council Office. Council's maintenance coordinator provided a

written confirmation as to the existence of these assets.

Given the Council amalgamation, it would have been appropriate to perform a stocktake close to
the changeover date so that the new Regional Council would have assurance over the existence

and condition of the assets being taken over.

Implications

Assurance over the physical existence of non-current assets, such as plant and equipment, is
decreased and there is an increased risk that assets may be stolen and would remain undetected.

Recommendations

It was recommended that Council perform a full stocktake of all its plant and equipment in order to
gain assurance as to the existence of these assets being handed over to the new Regional

Council.

Management response

Verbal Advice received from Client at Exit Meeting on 4 July 2008:

The Client accepted the issue raised by QAO. It should be noted that valuations performed as at

30 June 2007 by Australian Pacific Valuers Pty Ltd over land, buildings, plant and equipment
involved a physical inspection over the assets. Desktop Update valuations were performed for the

current period.
Status

Resolved.

Additional Comment

No further action required as the Council has ceased.

.
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AUDIT
OFFICE

-71 -



Fitzroy Shire Council — 2007-08
Final Management Report
Appendix A -5

2. LOWRISK ISSUES
2.1 Cash and investments issues
2.1.1 Long outstanding deposits in the Trust Fund Account

(Risk rating - low)

Observation

Audit obtained a listing of all Trust Fund deposits that were held as at 14 March 2008 and noted
that it included a large number of long term outstanding deposits that were greater than one year
old and that had not been refunded. The table below summarises long term Trust Fund deposits

held for greater than one year:

Description Number of Amount ($) held
Deposits > 1 year
Hall Hire Deposits 11 700.50
Water Standpipe Deposits 40 2,195.00
Poison Trailer Deposits 15 950.00
House Removal Bonds 6 40,280.00
Construction Bonds 19 462,773.84
Road Damage bond 2 1,000.00
Tip Account Deposits 22 4,450.00
Total 115 $512,349.34

The above amount represents 30.5 per cent of total deposits in the Trust Fund Account.
Implications

Funds deposited in the Trust Fund Account may be due for repayment to the original payee.
Recommendations

It was recommended that:

* management examine long term outstanding trust fund deposits in order to determine if they are
being appropriately held and take corrective action as necessary

* procedures are implemented to regularly review the deposit amounts in the Trust Fund Account.

Management response
Verbal Advice Received from Client at Exit Meeting on 4 July 2008:

The Trust Account is reconciled on a monthly basis. Advice is received from the Director of
Technical Services as to when deposits can be refunded. The Councit sighted the problem of staff
resources regarding the follow up of these long outstanding deposits.

Status

Management undertaking for corrective action.

.
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2.2 Employee expenses/employee benefits issues
2.2.1 Lack of approval signatures on timesheets
(Risk rating - low)

Observation

During a review of Council timesheets, QAO noted that a number of timesheets were approved
using initials rather than signatures. In addition, the initial was not signed in the designated

approval area.

Implications

With timesheet approvals being a key management control for the occurrence and accuracy of the
work performed, initialling timesheets increases the risk that the timesheets may be forged

resulting in inaccurate time records.

Recommendations

It was recommended that timesheets should be approved by using a signature in the designated
area.

Management response

Verbal respond from Mr Michael Clerc (Finance Manager) and Mr Damien Cross (Accountant) at
Exit Meeting on 4 July 2008:

Client acknowledges the issue. Timesheets will be approved by using a signature in the
designated area.

Status

Management undertaking for corrective action.

.
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2.3 Expenditure and accounts payable issues
2.3.1 Lack of control over employee's annual and Long Service Leave balances

(Risk rating - low)

Observation

QAO followed up on a prior year issue regarding excessive leave balances for employee’s annual
and Long Service Leave. Audit was advised that, due to lack of resources, no action had been
undertaken by the Council during 2007-08 to address this issue. Employee Annual and Long
Service Leave balances were still in excess of Council policy as at 14 March 2008.

» Long Service Leave due was 23,695 hours totalling $682,190. There were five staff members
who have leave balances of more than 20 weeks (approximately 750 hours).

» Total Annual Leave due was 14,239 hours totalling $542,204. There were four staff members
who have leave balances of more than 50 days (approximately 380 hours).

Council Leave Management Policy (PER 5.1) identifies that:

* Employee Annual Leave balance of more than 30 days (approximately 225 hours) is considered
to be excessive and approval is needed from the Department Director. In addition, employees
who have Annual Leave balances of more than 50 days (approximately 380 hours) annual leave
must have a plan in place to reduce their leave balance.

* Al Long Service Leave must be taken within 5 years of it becoming due.
Implications

Without proper leave management, leave liabilities will increase due to employees being paid at
higher rates of pay. In addition, there is an increased risk in terms of workplace health and safety

as employees have not been taken leave regularly.

Recommendations

Council should take action to ensure that employees with excessive leave balances reduce these
to a reasonable level to minimize the above risks. It was recommended that staff with significant
balances develop a strategy to reduce their leave balances over a period of time in accordance

with the provisions of Council's Leave Management Policy.

Management response

Verbal response from Mr Michael Clerc (Finance Manager) and Mr Damien Cross (Accountant) at
Exit Meeting on 4 July 2008:

The Council acknowledged the issue. However due to amalgamations, Council has had a lack of

resources and employees with excessive balances are those who hold a senior position within the
Council. Council will take action to reduce excessive employee leave balance at the earliest

opportunity.
Status

Management undertaking for corrective action.

E ;
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2.4 Non-current physical assets issues
2.4.1 Lack of regular reconciliation between the Asset Register and the General Ledger

(Risk rating - low)

Observation

During audit testing over non-current assets, audit was advised that there was no formal
reconciliation performed between the Asset Register and the General Ledger, in order to ensure
that all transactions had been correctly reflected and uploaded into the General Ledger.

Implications

There is an increased risk that the amounts disclosed in the General Ledger and subsequently the
Financial Statements are not complete and accurate.

Recommendations

it was recommended that the new Regional Council performs a regular formal reconciliation
between the Asset Register and the General Ledger, and that this reconciliation is independently

reviewed by another officer.

Management response
Verbal Advice received from Client at Exit Meeting on 4 July 2008:

The client accepted the issue raised by QAO and will consider performing these reconciliations on
a monthly basis as part of the newly amalgamated Rockhampton Regional Council.

Status

Management undertaking for corrective action.

.
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Audit Office

Your ref:
Our ref: 08-4076
Mr Denis Byram 3020 7011

6 August 2008

Rockhampton Regional Council |,
Mr A Dawson File No: b529  DocNo: 45
Chief Executive Officer ks
Rockhampton Regional Council Box
ROCKHAMPTON QLD 4700 Action Officer: -{)ﬂe’!sfnn/\/ &

2. Bycsoningm J 3.

4.

Retention __ Q@2 «-1.4/ Yis _~7.

Dear Mr Dawson

The final audit of the former Mount Morgan Shire Council (MMSC) for the financial reporting period
1 July 2007 to 14 March 2008 has been completed and the original financial statements are
enclosed. All amalgamated local governments have received a modified audit opinion in the form
of an emphasis of matter paragraph, drawing attention to the fact that the final financial statements
have been prepared on a going concern basis despite the fact that MMSC has been amalgamated

and ceased to exist after 14 March 2008.

In accordance with s.530(2) of the Local Government Act 1993, a copy of the report to the Mayor is
also enclosed, which includes details of moderate risk audit findings.

Matters relating to electronic presentation of audited financial statements

If you intend to electronically present the financial statements on your website, or distribute them
via other electronic media including CD Rom, the independent audit report with the additional
paragraph reflecting the uncertainty in relation to the security of an entity's website and the
potential misuse of any signatures will need to be included.

Revised Audit Fee

The audit fee for the final audit of the former Council, including travel expenses, has been
assessed at $42,610 (excluding GST). The increase in the fee over the previously advised
estimate of $38,460 was mainly due to the additional audit time required in respect of:

e QAO identification of a prior period adjustment to the Asset Revaluation Reserve totalling
$12,038,441 (refer Note 21 of MMSC financial statements) - QAO formulated for the
consideration of Council the appropriate note disclosure and related adjustments to the financial

statements.

o QAO follow up with independent valuers Australian Pacific Valuers over the sewerage network
valuation resulting in the reversal of the revaluation decrement totalling $609,407 in the Income
Statement. QAO formulated for the consideration of Council the appropriate adjustments to the

financial statements.
Floor 11, 345 Queen Street, Brisbane Qld 4000

[ ]
W GPO Box 1139, Brisbane Qid 4001
UEEN
SLAND Telephone 07 3405 1100
Facsimile 07 3405 1111
Email enquiries@qao.qld.gov.au
Website www.qao.qid.gov.au - 76 -
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e Drafting for the consideration of Council the note disclosure required by AASB 7 Financial
Instruments. Given the circumstances (cessation of Council and termination of the key staff
member involved in financial statement preparation), this was considered the most effective and

efficient approach to finalise the audit.

The reasons for an increased audit fee had been discussed and agreed with Rockhampton
Regional Council's Manager Corporate Governance and Reform (former MMSC CEO). A final
invoice for the balance of the audit fee is enclosed.

On behalf of my audit team, | would like to extend our thanks to the staff of the former Mount
Morgan Shire Council and Rockhampton Regional Council, for their assistance in the conduct of

our audit.

If you would like to discuss this matter further, please contact me or Mr James Hardy, Team
Leader, on 0422 002 834 or 3009 6833.

Yours sincerely

Denis Byram
Engagement Leader

Enc.
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Your ref:
Our ref: 08-4076
Mr Denis Byram 3020 7011

6 August 2008

Councillor B Carter

Mayor

Rockhampton Regional Council
PO Box 1860
ROCKHAMPTON QLD 4700

Dear Councillor Carter

The final audit of the former Mount Morgan Shire Council (MMSC) for the financial reporting period
1 June 2007 to 14 March 2008 has been completed and the original financial statements have
been returned to the Chief Executive Officer of the Rockhampton Regional Council (RRC). All
amalgamated local governments have received a modified audit opinion in the form of an
emphasis of matter paragraph, drawing attention to the fact that the final financial statements have
been prepared on a going concern basis despite the fact that MMSC has been amalgamated and
ceased to exist after 14 March 2008.

FINAL AUDIT RESULTS

There were no high risk issues raised during the audit. Details of moderate risk audit findings are
included in Appendix A. | would appreciate your confirmation of the management responses
included in Appendix A by 5 September 2008, together with any additional comments you may
wish to make.

This letter, together with Appendix A, constitutes the Audit Report that is required to be tabled at
the next ordinary RRC meeting in accordance with s.530(4) of the Local Government Act 1993 (the

Act).

If you would like to discuss this matter further, please contact me on 3020 7011.

Yours sincerely

D R P < Lomid Wy e

Denis Byram
Engagement Leader

Enc.

Central Plaza One
[) Floor 11, 345 Queen Street, Brisbane Qld 4000
GPO Box 1139, Brisbane Qid 4001
N D
ULENSLA Telephone 07 3405 1100

Facsimile 07 3405 1111
Email enquiries@qao.qld.gov.au
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RISK DEFINITIONS

Without anticipating the Auditor-General's final decision on what may be referenced in an
Auditor-General’'s Report to Parliament, each of the matters included in the Appendix has been
assessed and categorised against the following risk categories:

Risk category Client impact

High e matters which pose a significant business or financial risk to the entity

e matters that have resulted or could potentially result in a modified or
qualified audit opinion if not addressed as a matter of urgency by the

entity.

Moderate e matters of a systemic nature that pose a moderate business or financial
risk to the entity if not addressed as high priority within the current
financial year

« matters that may escalate to high risk if not addressed promptly

¢ low risk matters which have been reported to management in the past but
have not been satisfactorily resolved or addressed.

Low ¢ matters that are isolated, non-systemic or procedural in nature

e matters that reflect relatively minor administrative shortcomings and could
be addressed in the context of the entity’s overall control environment.

QWU ENSLAND
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1.  MODERATE RISK ISSUES
1.1 Expenditure and accounts payable issues

1.1.1 Security of Electronic Funds Transfer payment upload file
(Risk rating - moderate)

Observation

During the audit of expenditure and accounts payable, QAO noted that the electronic funds
transfer (EFT) payment upload file is stored on a network directory accessible by Mount Morgan
Shire Council (MMSC) office staff, and can be edited prior to processing/payment.

Whilst no inappropriate payments were noted as a result of these weaknesses, security
surrounding the EFT payment process needs to be strengthened.

Implication

There is an increased risk that the EFT payment upload file could be edited without detection and
result in a misappropriation of Council funds.

Recommendations

QAO recommends that Council:

o restrict the access to the network directory used to store the EFT payment upload file to
authorised employees only

 implement some means of ensuring the EFT payment upload file is automatically set and locked
to a status of ‘Read Only'.

Management response
Provided by the Chief Executive Officer of Rockhampton Regional Council (RRC):

Access to the network directory used to store the EFT payment upload file had now been restricted
to necessary staff only.

Status

Management undertaking for corrective action.
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1.1.2 Audit concerns regarding the 'Community Organisation and Event Sustainability
Strategy Initiative’
(Risk rating - moderate)

Observation

As part of the review of expenditure, QAO noted the following concerns with $92,500 in payments
made to local community organisations as part of the 'Community Organisation and Event
Sustainability Strategy Initiative’, which was established by MMSC after the amalgamation
announcement in July 2007:

« The payments were made with virtually ‘no strings attached’. The letter from Council to each
organisation states that the funds are to be used for the purpose nominated, however there is
no acquittal process in place to follow this up.

¢ The initiative was not provided for in the original 2007-08 budget.

o Total payments were kept below $150,000, and thus could not be considered a major policy
decision.

e Payments were made on 13 March 2008, one day prior to Council being abolished, however
were approved by Council in January 2008.

e In deciding upon and approving the amount of the payments, Council increased the payment for
two entities above the amount recommended by the CEO, however there was a lack of
justification for this increase documented in the minutes.

QAO acknowledges that an independent due diligence review was performed by Evans
Edwards & Associates Pty Ltd on the operations of the five organisations combining to become the
new Rockhampton Regional Council on 15 March 2008, and that the MMSC CEO made Evans
Edwards & Associates Pty Ltd specifically aware of the initiative, with no adverse findings made.

Implication

in light of the above cc;ncerns, there is an increased risk that the initiative and payments could be
considered inappropriate.

Recommendations

QAO recommends that going forward, RRC ensure that robust processes are in place over
donations and grants to community organisations, including an acquittal process where considered

appropriate.

Management response

Provided by the Chief Executive Officer of RRC:

QAO'’s recommendations are accepted. In the current financial year (2008-09), RRC will review its
processes regarding donations and grants to community organisations, including an acquittal

process where considered appropriate, to ensure transparency and sound governance of
community resources.

Status

Management undertaking for corrective action.

.
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1.2 Non-current physical assets issues
1.2.1 Revaluation issues

(Risk rating - moderate)

Observation

In reviewing the infrastructure revaluations performed by independent valuers Australia Pacific
Valuers (APV) as at 14 March 2008, QAO noted the following:

APV's condition assessment and valuation of the seal component of bitumen roads appeared to
QAO to be overly optimistic. All road seals that were given a condition rating of five or less
(scale of one to ten; one is very poor, ten is as brand new) by the previous valuer (Qantec
McWilliam) at 30 June 2007, were given a value of 94 per cent (of current replacement cost) or
better by APV, and a current depreciation rate of only 1.5 per cent per annum. Road seals
being replaced within the next few years may require write-off against the Rockhampton
Regional Council income statement, as there will be no asset revaluation reserve carried across
from Mount Morgan Shire Council. The QAO estimate of the maximum potential overstatement
of the bitumen seal valuation (written down value) is $2.1m.

APV's condition assessment and valuation of AC mains water pipes also appeared to QAO to
be optimistically assessed. All AC mains water pipes were rated highly compared to the
previous revaluation at 30 June 2007, with the previous valuer advising that these particular
mains pipes on the whole should have a low condition rating to reflect the amount of leaks and
breaks encountered in recent years (although the frequency of these has now reduced given
the pressure limiting devises installed). The QAO estimate of the potential overstatement of the
AC water mains valuation (written down value) is $383,319.

The sewerage network asset register provided to APV (based on assets capitalised out of work
in progress, up to 30 June 2007) was not complete and did not reconcile back to the total
sewerage network assets recorded in the general ledger and 2006-07 financial statements. A
variance of $609,407 was noted.

The Council's stormwater asset register has not been maintained up to date and was not
utilised in the current period or prior year asset valuations. Instead a nominal factor of
25 per cent was added to the pavement component of bitumen and gravel roads by the APV.
This approach is not precise and results in a greater risk of misstatement of the related financial

statement balances.

The road network asset register contains incorrect segment information for some roads,
although the lengths on which valuation calculations were based were considered materially

correct.

Implication

Whilst the financial effect of the above observations was not considered material to the final MMSC
financial statements, there is an increased risk of:

e non-current assets being recorded and reported at values which do not reflect their current

condition, potentially resulting in write-offs against the Rockhampton Regional Council income
statement (as there will be no asset revaluation reserve carried across from Mount Morgan

Shire Council) when these assets are replaced or scrapped

¢ incorrect future depreciation charges.

.
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Recommendations

QAOQO recommends that:

e the condition of bitumen roads and water mains be considered and more closely scrutinised in
future valuations of these assets

o the sewerage asset register be brought up to date for all completed stages, with values based
on actual costs incurred to date

e the stormwater asset register be brought up to date and taken into account in future valuations
of these assets .

o the segment information contained in the road network asset register be reviewed and
corrected.

It should be noted that if RRC utilises APV's depreciation methodology embodied in these
infrastructure valuations, RRC will need to be aware of its complexities as part of the annual review
and reassessment of useful lives and residual values, to be able to ensure that depreciation
charges are materially correct.

Management response
Provided by the Chief Executive Officer of RRC:

QAO’s recommendations are accepted. In the current financial year (2008-09), RRC intends to
review and improve the effectiveness of Whole of Council asset management strategies to ensure
sound understanding of the condition, useful lives, replacement costs, residual values and
depreciation methodology of all of Council's non-current assets. These strategies will leverage off
the collective work already completed by the former Local Government entities comprising RRC.

To this end, the revaluation of all asset classes is proposed for completion in the 2008-09 financial
year. The revised valuations will be undertaken utilising the extensive knowledge base provided
collectively by the former Local Government entities comprising RRC and will incorporate QAO’s
recommendations as outlined above.

As a component of Whole of Council asset management strategies, RRC intends to implement
Asset Management System software across the organisation to facilitate improved asset
management. It is planned that the proposed revaluations will incorporate and improve on an
already high standard of asset information (e.g. components of complex assets, physical
specifications and locations etc.) to enable sound asset management across the organisation.
This information will be stored in a standard format and be available to technical staff in the various
sections of Council to assist with effective asset management.

Status

Management undertaking for corrective action.

gUEENSLAND
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1.3 Otherissues
1.3.1 Internal control weaknesses
(Risk rating - moderate)

Observation

Whilst a substantive audit approach was mainly utilised in performing the final audit of Mount
Morgan Shire Council, QAO did identify a number of internal control weaknesses relating to the
following areas:

Rates

¢ A formal reconciliation of Unimproved Capital Values (UCV) between MMSC records and the
Department of Natural Resources & Water (DNRW) land records was not performed until
February 2008. An informal reconciliation of the number of land records was performed in a
spreadsheet in December 2007 for the January 2008 rating run, and on this basis QAOQ is
satisfied that MMSC records were materially correct during the period. QAO acknowledges that
as all ratepayers were charged a flat general rate, there wasn't a need to reconcile UCVs,
however it was important to reconcile the number of rateable properties.

e There was a lack of evidence of the rates master data (e.g. min general rates, service charges
rates, etc.) being checked by a second officer prior to each rating run.

¢ There was a lack of reasonableness checks of the Rates Levy Audit Trail report prior to each
rating run. For example, as the Waste Management Levy and Emergency Services Levy
applied to all rateable properties, the number of units levied should be equal. This was not the
case for both rate runs (difference of 116 properties in first rating run and 35 properties in
second rating run — due to exempt properties being charged the Emergency Services Levy and

not the Waste Management Levy).

e There was a lack of evidence of rates adjustments (e.g. credit notes, credit adjustments,
refunds, credit levy assessments) being checked and authorised by a second officer.

Expenditure

e QAO noted that the former MMSC CEO had approved his own corporate card expenditure
during the period. QAO reviewed the expenditure and found it to be reasonable, however it still

should be independently approved.

Trust bank account

e There was no evidence retained of a reconciliation having been performed for the MMSC trust
bank account for the months of November 2007 through to February 2008. Whilst there was nil
movement in the balance during this period, it is better practice for a reconciliation (including
printing off the bank statement and attaching it to the reconciliation printout from Practical) to be
performed and reviewed on a monthly basis, as for the general bank account.

Accounts receivable and payable

e MMSC officers advised QAO that the balances of the accounts receivable and accounts
payable control accounts are checked on a daily basis to the total of the respective subsidiary
ledgers. QAO acknowledges that it is an embedded control within the Practical system that a
control account should not be out of balance with the subsidiary ledger, however as a matter of
better practice in performing month end procedures, these two control accounts should be

formally reconciled, printed and signed.

UEENSLAND
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Inventory

« A stocktake of stores inventory was performed at period end by the storeperson and MMSC
Deputy CEO, however there was no evidence of a stocktake results report having been printed
(showing details of the write-on/write-off for each item) and appropriately authorised. An
electronic copy of a stores stocktake report was located on MMSC's network, showing ‘Adjusted
Valuation Errors’ of $4,327, and QAO was unclear as to whether this write-off had been
appropriately authorised.

Implications

There is an increased risk of erroneous or inappropriate transactions being processed and not
being identified in a timely manner.

Recommendations
QAO recommends that:

Rates

e UCV reconciliations be performed after every update of land records from DNRW and that the
reconciliation performed prior to each rating run (six monthly) be reviewed by a second officer.

o Rates master data (e.g. min general rates, service charges rates, etc.) be checked and signed
off by a second officer prior to each rating run. This check could be performed via a printout of
the rates 'constants' screen in Practical, or as part of the check of the Rates Levy Audit Trail

report mentioned below.

o Reasonableness checks be performed over the Rates Levy Audit Trail report prior to rating run,
and evidence of these checks retained. For example, this would include checking that any
levies that apply equally to all rateable properties show the same number of levied units.

o Rates adjustments (e.g. credit notes, credit adjustments, refunds, credit levy assessments) be
checked and authorised by a second officer, prior to processing.

Expenditure

« In future, corporate card expenditure incurred by the former MMSC CEO (now RRC Manager,
Corporate Governance & Reform) be approved by an independent, more senior officer.

Trust bank account

e The trust bank account be formally reconciled monthly and checked by a second officer, as for
the general bank account.

Accounts receivable and payable

o In performing month end procedures, the accounts receivable and payable control accounts be
formally reconciled to their respective subsidiary ledgers, and printed and signed by the
preparing officer.

Inventory

o Following the stocktake of all periodic stocktakes of stores inventory, a stores stocktake report
be produced (showing details of the write-on/write-off for each item), and reviewed and
appropriately authorised. Significant variances should be investigated.

gUEENSLAND
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Management response

Provided by the Chief Executive Officer of RRC:

QAO's recommendations are accepted and will be implemented.
Status

Management undertaking for corrective action.
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30 September 2008 Private and Confidential
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Group Manager Fieno L TO9F
Fitzroy River Water
Rockhampton Regional Council .
PO Box 1860 0 1 0CT 2008
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Dear Neil

RE: CAPRICORN COAST WATER SUPPLY PIPELINE FROM THE FITZROY
RIVER & ASSOCIATED INFRASTRUCTURE PROJECT

We advise that we have completed the audit of the acquittal of funding provided by
the federal and state governments in relation to the abovementioned project for the
year ended 30 June 2008. It is noted that the signed financial report has previously
been provided to the Council for lodgement with the respective funding bodies, and
the audit opinion issued was unqualified.

We take this opportunity to thank John Wallace, Barry Vains and Ron Willett in
particular for their assistance through the conduct of the audit.

In accordance with the terms of our-quotation letter dated 19 August 2007 we note
the following matters arising from the audit:

1. Organisation of the Operating and Financial Reporting Cycles of the Project

It was evident through the initial stages of the planning process of cur work that
there were some disjointed lines of communication between representatives of
Fitzroy River Water (FRW) and those within Council itself charged with the
responsibility of providing the financial reports to the project’s steering committee
established to oversee the various stages of the project and for external audit
purposes.

This led to some delays in receiving an auditable financial report as the
requirements of the report under the original funding agreement between the
Livingstone Shire Council and the funding bodies had not been finalised until
towards the end of the audit process.

.12
ROCKHAMPTON YEPPOON EMERALD BRISBANE
7 Archer Stree, Sastz 116 Olueen Strest, 2111 Egerton Street & Pittwein Boad North,
L Box 1400, PO Box 1685, PO Box 2843, O Box 79,
Rockhampton 4700, Yeppuoaon 4203, Emerald 4720, Capaliaba 4157,
Telephone: ({17) 4927 4588 felephone: () 49349 1766 Tetephone: (07} 49587 bk} Tefephone: (573 3245 4568
Facsimile: (07) 4922 2654 Facsimile: (07) 4939 1304 Facsunile: (07} 4987 6176 Facstimile: ()73 3245 4640
Email: veaevansedwards.comau  Email: eoayeppoon evansedwards convau Email: mailiega-accountants.com.an
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Group Manager
Fitzroy River Water
Rockhampton Regional Council 30 September 2008

It is suggested that there be clearer lines of communication and authority
established over the operational and financial reporting process of the project
going forward, and that those responsible in each office for the periodic reporting
required co-ordinate their assigned tasks in the preparation of their individual
reports in an efficient and transparent manner.

Further, it would be beneficial if the resources supporting the operational and
reporting elements of the project were maintained in a centralised location, and
were under the direct responsibility of one key representative of the Council.

This would also assist in a more efficient external audit being able to be
performed.

2. Reporting of Project Milestones

As part of the audit process we examined the achievement of milestones for the
project as outlined in the funding agreement against the stated funding provided
by the funding bodies, and in particular the federal government’s Australian
Government Water (AGW) Fund.

It was noted that only in last three to four months has there been consistency in
reporting the progress of the project against stated milestones within the minutes
of project's steering committee. Prior to that there was little evidence found of
any detailed analysis of progress towards stated targets, and, as such, it was
difficult to link the achievement of milestones to the funding received from the
AGW Fund during the 2007/08 year.

It is imperative that, as a stronger linkage between the operational and financial
aspects of the project has now been established in terms of the achievement of
stated milestones, that there continue to be continuous dialogue between the key
representatives in each area, nominally the Project Manager and the Finance
Manager. This will ensure not only that the achievement of milestones is then
followed up by the timely issuing of a tax invoice for this work, but that overruns
against budget in individual areas e.g. Yaamba to Yeppoon West Reservoir
Pipeline (Project No. W028) of the overall project are identified earlier in the
process and are acted upon or potential savings in individual project areas
maybe be re-directed towards meeting existing overruns, in other areas.

.13
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Group Manager
Fitzroy River Water
Rockhampton Regional Council 30 September 2008

Generally

The purpose of our audit is to form an opinion on the financial report. The approval
and implementation of any recommendations made in this report are the
responsibility of management. This report only includes matters that have come to
our attention as result of our audit procedures. It should not be regarded as a
comprehensive statement of all matters that may exist.

This report was prepared for the sole use of the project’s steering committee and key
management at Fitzroy River Water and its contents should not be disclosed to a
third party without prior written consent.

Finally, we enclose our final fee for professional services rendered.

If you wish to discuss any aspects of the report or any other matter, please contact
me.

Yours sincerely

...............................................................

M R ROWELL
EVANS EDWARDS & ASSOCIATES PTY LTD
ROCKHAMPTON

Enc

Chartered Accountants
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EVANS EDWARDS & ASSOCIATES v [
CHARTERED ACCOUNTANTS TAX INVOICE

SN T DR T piz
Invoice Date
30 September 2008
Attention: Tracy Sweeney Invoice N
Fitzroy River Water nvo:ce&gs.
Rockhampton Regional Council
PO Box 1860 Client Code
ROCKHAMPTON QLD 4700 RRCG#
Our fee for professional services rendered in relation to the following matter:
nal fee for audit services in relation to the financial report acquitting funding
received from the Australian Government Water Fund for the Capricomn Coast
Water Supply from Fitzroy River and Associated Infrastructure project for the year
ended 30 June 2008,
{Per our Quote No: FRW-JW-2a dated 19 August 2008) , 3.074.00
iess: Interim Fee (Invoice No. 5995 dated 31 August 2008) {(2,759.00)
Outlays - Motor vehicle mileage costs (per Quote No. FRW-JW-23) 126.00
Additional Work
Additional time spent in requesting and obtaining information from the
Rockhampton Regionat Council - Yeppoon office and from the Capricorn Coast
Pipeline office in the period between 28 August 2008 and 8 September 2008 as
not all the required information was available at the field visit from these offices.
This work also included discussions with Council representatives on the format of
the acquittal report to be provided under the funding agreement.
Michael Rowell - 3.8 hours @ $275/hour
Michelle Burns - 4.0 hours @3%92/hour 1413.00
Our Fee Total 1,854.00
Plus: GST 185.40
TOTAL FEE $2,039.40
i
<
Remittance Advice - Please return with your payment
This is a seven day account. Please pay on this invoice as a statement will not be issued.
Please find enclosed my cheque or debit my credit card
Credit Card: {Please circle) ) N
Bankcard/MasterCard/Visa Card No: Expires: ./
Direct Deposit; Name on Card:
BSB: 064-710
Accqunt: 10295687 Signature:
ROCKHAMPTON YEPPOON EMERALD BRISBANE
Please q\ud Ckent Ref RRCO# R invoice No: 6265 Amount Due $2,039.40 Amount Paid: $ o
£ hireet Susibe 1716 Queen Strvet, 111 Egerton Street E
PO, Box 1406, PO Box 1655, 103 Box 2843,
Hockharmpton 4700 Emerald 4720,
Tule pbn”s ai?”} 4% W 1766 felophone: {073 4987 61301
Facsie: (07 Facsinsile: {07} 4987 o174
el cvasbovan wmmﬂw s Bl sealyeppoon evansedwards com.ag
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Rockhampton Regional Council

Audit

Internal and External Audit Activities Update

Draft Internal Audit Unit Master Planning
Schedule

5 February 2009
Attachment 3
Pages 1
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INTERNAL AUDIT UNIT

DRAFT-INTERNAL AUDIT UNIT MASTER PLANNING SCHEDULE (Work-in Progress)

CONFIDENTIAL

J Wallace

-94 -
Draft Version 1.9

16 SEP-OCT NOV DEC APR JUN JUL OCT NOV TASK TASK TASK NOTES
TASK or KPI 2008 2008 2009 2009 2009 2009 2009 STARTED FINISHED Days
BU |RRCBUDGET Sch 2009-10 Finance
BU  |Finalise Recurrent Budget 27-Mar X
BU  [Prepare Statements
CP |Integrate LTFS & CORP Plan R8I 17Fe0
CP |LTFS-st presentation to Council R&l e 3rd Mar
CP |CORP PLAN - adopt R&I Wk 3
QAO |QAC-onsite visits schedule D) [25wks > 2 wks NIL T S
AC [Audit Cttee Meetings JW /KR 05-Feb 27-30 Apr 15-19 Ju 21-25 Sept NIL Tentative Schedule
A/Cttee Agendas/reports to Corp JW /KR 29-Jan-08
ML [Morrison Low (RISK ’Vgt) Corp Svcs Jan-26 g 20-Feb X Yes NIL Agreed report dates
IAU-Formation etc.
6 SAP (Strategic Audit Plan) Jw o No Before 27 Apr KPI is 30 June 2009
7 AAP (Annual Audit Plan) JW By 30 June No Before 27 Apr KP! is 30 June 2009
4:8 IAU Budget-Resourcing KR Yes Before 27 Apr KPl is June 2009
10 Risk Mgt-validations JW/TW | TW-Micres Yes 09/03/2009 Dependency on RM unit
1 Policy * JW e Yes 23/09/2008 Adopted by Council
5 3 Innovations TB KR Yes 30/06/2009 2 OK'd by CEO 12-1-09
2 Set up Audit Committee * KR e Yes 11/11/2008 Adopted 11-11-08
3 Sign Commitment * JW e Reschedule [By 12-10-2008
AUDIT-UNPLANNED
PS&R JW TB KR Started 6 Oct Outlook End Feb 2009 06/10/2008 CEO requested
Payroll / Hr-Livingstone B Yes 15/12/2008 CEO requested
Office State Revenue-Fuel B Yes 18/12/2008 Ross requested
Pipeline - Due Diligence * JW D D D 28-Jul-08 17-Nov-08 Recommenced 17 dec
RM Consulting to Mgt JW D D D D D D Yes ongoing approx 2-3 d/mth
FRW Tax Return (Handover B 5-7d D Yes By 31-3-09 10-15d 5-7 days remaining
FBT Return (Handover) | 7B [ od No
Investigations JW No Ad hoc requests
AUDIT-PLANNED
9 Consulting as per w Internal Start consulting activity approved by audit committee
Audits as per AAP-various Internal Start Risk-based audits approved by audit committee
Manage external audits JW § Manage Co-sourced audits approved by audit committee
Ad hoc requests Int/Ext
AUDIT ADMIN
A/ IAU Audit Procedures JW TB Yes 1-2 yr effort Ongoing
B/ Audit Cttee Mgt/Admin KR Sept 75% complete
C/ AlCttee reporting incl JRA KR Yes JRA system
E/ IAU Tasks/KPI's JW Yes
F/ A/Cttee Schedules KR
Initial Sept Outlook Dec 2008
Ongoing
G/ |IA External Audits Tender KR Sept outlook Feb 80% Complete
H/ RM Training for unit JW Nov 10-11 SAl Global
J/ IAU- Other admin incl budget All Determine Staff KPI's
K/ Meetings All Assume 2-3d/mth
L/ Review LG Bill 2008 JW B S = """'X-'"- ''''''''''''''''''' N Dt P Ongoing IA Charter 6.1.2
M/ Host Local IA Conference JW 26-28 June e 5d Date tentative
I; D [TRAINING & PROF DEV Jw
JW
TB RMX 2d 10/11/2008 11/11/2008 2d Plus Assignments
KR RMX 2d 10/11/2008 11/11/2008 2d Plus Assignments
IAU STAFF LEAVE etc. KR
JW (Commenced 16-9) Annual Leave 22/12/2008 02/01/2009 7d
TB (Commenced 13-10) al Leave e 25/12/2008 13/01/2009 10d
KR (Commenced 15—9) e 1w ) Annual Leave 24/12/2008 02/01/2009 5d Appraisal completed
(*) signifies once-off establishment task e.g. in set up of new audit committee, etc.
Unit Days Avail 638 [ Total days allocated
Audit days Total unavailable
Non-Audit Total available

Last Updated: 27 Jan 2009



AUDIT COMMITTEE MINUTES 5 FEBRUARY 2009

7 GENERAL BUSINESS
7.1 Agenda Items for Next Audit Committee Meeting
File No: 7678
Responsible Officer: John Wallace
Position: Strategic Manager Internal Audit
SUMMARY

Committee members suggested that the following topics be agenda items at the next
meeting of the Audit Committee to be held on 30 April 2009:

8

Presentation of roles and responsibilities of Audit Committee members
Presentation by the Strategic Manager Internal Audit on the framework of
Internal Audit

Financial matters and procurement

Risk management will be a high priority at future meetings.

CLOSURE OF MEETING

There being no further business, the meeting terminated at 1.53pm.

MS CAROLYN EAGLE

CHAIRPERSON
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