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Your attendance is required at a meeting of the Audit and Business 
Improvement Committee to be held in the Council Chambers, 232 Bolsover 
Street, Rockhampton on 29 May 2014 commencing at 9:00am for transaction 
of the enclosed business. 

 
 

 
CHIEF EXECUTIVE OFFICER  
21 May 2014 

  
 



 

 

 

Please note: 
 

In accordance with the Local Government Regulation 2012, please be advised that all discussion held 
during the meeting is recorded for the purpose of verifying the minutes. This will include any discussion 
involving a Councillor, staff member or a member of the public. 
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Contents 

1 OPENING 

2 PRESENT 

 Members Present: 

The Mayor, Councillor M F Strelow (Chairperson) 
Councillor A P Williams 
Professor D Low 
Mr A MacLeod 
Mr M Parkinson 

In Attendance: 

Mr E Pardon – Chief Executive Officer 
Mr J Wallace – Chief Audit Executive 

3 APOLOGIES AND LEAVE OF ABSENCE   

4 CONFIRMATION OF MINUTES  

Minutes of the Audit and Business Improvement Committee held 13 September 2013 

5 DECLARATIONS OF INTEREST IN MATTERS ON THE 
AGENDA



AUDIT AND BUSINESS IMPROVEMENT COMMITTEE AGENDA  29 MAY 2014 

Page (2) 

Business Outstanding 

6 BUSINESS OUTSTANDING 
6.1 Business Outstanding Table for Audit an e 

6.1 BUSINESS OUTSTANDING TABLE FOR AUDIT AND BUSINESS IMPROVEMENT 
COMMITTEE 

d Business Improvement Committe

File No: 10097 

Attachments: 1. Business Outstanding Table for Audit and 
Business Improvement Committee   

Responsible Officer: Evan Pardon - Chief Executive Officer  

Author: Evan Pardon - Chief Executive Officer          
 

SUMMARY 

The Business Outstanding table is used as a tool to monitor outstanding items resolved at 
previous Council or Committee Meetings. The current Business Outstanding table for the 
Audit and Business Improvement Committee is presented for Councillors’ information. 

Recommendation 

 

OFFICER’S RECOMMENDATION 

THAT the Business Outstanding Table for the Audit and Business Improvement Committee 
be received. 
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Business Outstanding Table for Audit iness Improvement Committee  and Bus
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AUDIT AND BUSINESS IMPROVEMENT 

COMMITTEE 
 
 
 
 
 

Business Outstanding Table for Audit 
and Business Improvement Committee 

 
 
 
 
 

Meeting Date: 29 May 2014 
 
 
 
 
 

Attachment No: 1



AUDIT AND BUSINESS IMPROVEMENT COMMITTEE AGENDA  29 MAY 2014 

Page (4) 

Date Report Title Resolution 
Responsible 

Officer 
Due Date Notes 

23 June 2011 Urgent Business - Fraud 
Management 

THAT once developed that the Fraud 
Management Plan comes back to the 
Audit Committee via the Chief 
Executive Officer. 
 

Shane Turner 31/10/2013 Due to changes caused by de-
amalgamation it is now 
anticipated that the Policy and 
Procedure will be presented to 
Leadership Team in October 
2013. 

13 September 2013 Internal Audit Report on 
Review of Payroll 

THAT the Internal Audit Report on 
Review of Payroll be received and that 
the following question be answered: 

1. Is person doing payroll 
reconciliation doing it regularly and 
do they have access to bank 
payment file or superuser access in 
Aurion . 

 

Tracy Sweeney 27/09/2013 A response is being prepared for 
the Audit Committee scheduled 
for May 2014. 
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7 PUBLIC FORUMS/DEPUTATIONS  

Nil
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8 OFFICERS' REPORTS  

Nil
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Strategic Reports 

9 STRATEGIC REPORTS 
9.1 Financial section update 

9.1 FINANCIAL SECTION UPDATE 

File No: 8151 

Attachments: 1. Operational and Capital February Budget 
Revision summary  

2. Statements 31 December 2013  
3. Position Papers  
4. Shell statements 30 June 2014  

Authorising Officer: Alicia Cutler - Manager Finance 
Ross Cheesman - General Manager Corporate Services  

Author: Gerhard Van der Walt - Revenue and Accounting 
Coordinator          

 

SUMMARY 

The aim of this report is to comment on the financial progress 2013/14, the status of de-
amalgamation, the status of revaluations 2013/14 and year-end preparations including shell 
statements and position papers. The last component is the inclusion of the Audit Strategy for 
2013/14 and the Interim Audit Management Report, both items to be addressed by the 
Auditors. 

Recommendation 

 

OFFICER’S RECOMMENDATION 

THAT the Finance Section Update Report be received. 

That the Audit Strategy and the Interim Audit Management Report be received. 

COMMENTARY 

Financial progress 2013/14 

On operational level the financial year is progressing better than the adopted and October 
revised budgets, to the extent that a February revised budget recommendation will be going 
to the Council meeting of the 27th May 2014. 

In summary, the operational result has moved from an adopted budget surplus of 
$1,001,928 to a recommended February revised budget surplus of $13,115,165. The 
attachment titled “Operational and Capital February Budget Revision summary” gives 
substantial detail regarding the revisions for the various units / sections / departments. 

The improvement amounting to $12,113,237 can be separated into two components, being 
depreciation accounting for $9,097,806 of the improvement, while other improvements 
amount to $3,015,431. The depreciation improvement is mostly due to the circumstance that 
depreciation was originally budgeted for Livingstone Shire Council (LSC) assets that were to 
be transferred, which had to be corrected due to accounting standards. A second factor was 
the mix of assets remaining with RRC contrasted with assets transferred. The remaining 
RRC assets on average have been depreciated by approximately 31%, while assets 
transferring have been depreciated by just over 20%. This depreciation mix was not fully 
taken into account when the 2013/14 budget was adopted. 

The other improvements are the result of a whole range of outcomes, most being positive 
but with a few negatives. On the positive side the major contributors were the favourable 
outcomes of the 2011 and 2013 disaster events in this specific financial year where income 
nearly matched expenditure due to the nature of cash flows, the outcome of private works in 
the Civil Operations area, water consumption revenue and lastly the wages benefit from de-
amalgamation. On the negative side the risk areas are the maintenance of Council facilities, 
the cost of parks and open spaces and lastly the Waste / Landfill services. 
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The capital works program have been continuing at a steady pace to be at a 66.7% 
completion rate as at the end of April. The addition of committals (work orders) increases 
this percentage to 95.1%.  

The budget revision has allowed for approximately $10 million of capital expenditure and 
associated loan funding to be deferred to the 14/15 Budget which is currently in 
development. 

Status of de-amalgamation (Financial Results) 

Attached are the de-amalgamation statements prepared for 31 December 2013. The 
statements were subject to the interim audit, and the audit Interim Management Report 
found that “the methodology applied by Council is consistent with the suggested QTC 
balance sheet methodology with amendments appropriately agreed by the Transfer 
Committee”. This finding may be the best external opinion that will be forthcoming. It has all 
along been a challenge to find the most acceptable mechanism for both Councils to finalise 
the financial separation thereby enabling the Transfer Committee to fully endorse the 
financial separation. This process has not been fully resolved to date. 

Despite the statements now being finalised as per attached it is anticipated that some 
improvements and corrections may still be found in the future. The current intention is to 
asses such items and occurrences on their own merit and to deal with them outside these 
financial statements. 

A summary of the major outcomes as per the statements are that $44,239,351 cash and 
equivalents, $76,264,659 loans and $905,891,833 (net) non-current assets will be or have 
been transferred to LSC.  

Status of revaluations 

Four asset classes are being revalued this financial year, being Land (by APV Valuers), Site 
Improvements (by Cardno), Water and Sewerage (both by AssetVal). The revaluation of 
Land has just completed, Site Improvements is all but complete, while draft revaluation 
reports for both Water and Sewerage are being finalised.  

In all four asset classes Council in preparation for the revaluation found improvements to be 
made in terms of assets not recognised previously now to be recognised, as well as the 
opposite, i.e. assets previously recognised which had to be derecognised / disposed of. A 
summary of these entries, along with some carry-over work in progress are (as at this 
stage): 

Land $4,850,412 (recognitions) - $2,313,638 (de-recognitions) = $2,536,774 (net) 

Site Improvements $9,850,000 (only recognitions) 

Water $18,550,000 - $1,863,000 = $16,687,000 

Sewerage $3,813,000 - $10,079,000 = ($6,266,000) 
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The outcome for Land revaluations are that values increased from $105,871,544 to 
$131,388,954 due to revaluations. This was an interesting exercise including a lot of 
discussion with both the valuers and auditors. The nature of these discussions mostly 
revolved around AASB 13 expectation that land should be valued at highest and best use, 
where the previous valuation (2009) was essentially based on existing use, and secondly 
lands which are prone to flood and/or rain surge impacts. With regards to the flood and water 
surge issue we mostly came to satisfactory outcomes, while my own interpretation is that 
AASB 13 probably does not cater ideally for community assets held by Council. 

The impact of the best and highest use expectation used as basis can possibly be best 
demonstrated by the outcomes of the following few examples: 

The Showgrounds increased from $1,897,504 to $7,750,000 

The two cemeteries increased from $2,353,500 to $6,508,000 

The Gracemere Golf Course increased from $1,529,500 to $4,767,000 

Various other sport fields, parks and open spaces experienced similar outcomes. 

The outcome for Site Improvement revaluations are that values increased by $3,150,000 
(net) due to revaluations. 

Preparations for year-end financial statements 

Various preparations for year-end are well underway. Numerous Position Papers (PP’s) 
have been finalised, with some mostly asset related PP’s still in progress. The Shell 
Statements are attached, while the detailed audit plan for year-end including timeframes for 
functions, responsible officers and overall management will be finalised towards end of May / 
early June. 

The PP’s forwarded to the auditors YTD are: 

Accounting for De-amalgamation of LSC 1 January 2014 (attached) 

Accounting for Carbon Tax (attached) 

Accounting for Employee Benefits (attached)  

Position Papers in progress are: 

Compliance with AASB 116 – Property, Plant and Equipment 

Compliance with AASB 116 – Revaluations 

Contributed Assets 

Provision for the restoration of Landfills and Quarries. 

 The Shell Statements had the good fortune that most of the expectations for de-
amalgamation were introduced for the 30 June 2013 financial statements, and thus requires 
only minor change in this regard. By far the biggest change from the 30 June 2013 to the 30 
June 2014 statements relate to asset disclosures as required by AASB 13 (Fair Value 
Measurement). The impact on figures/amounts in this regard should be minimal, if any, but 
the disclosures add approximately six pages to the statements for 30 June 2014. 

This new standard requires the use of valuation techniques that are appropriate and 
maximise the use of relevant observable inputs, while minimising the use of unobservable 
inputs. AASB 13 groups fair value techniques into three broad categories, being the market 
approach, income approach and cost approach. A combination of these techniques can be 
used if appropriate. The standard also introduces a concept of fair value hierarchy and there 
are significantly more disclosures, especially for “level 3” (unobservable inputs). Most of 
Council’s assets will be level 3. 

Detail of the above can be found as per Note 20 of the Shell Statements. 
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Audit Strategy for 2013/14 

The meeting will be addressed by representatives from Deloitte as to this point – in all 
probability Herbert Maguma and Mayuri Rajdev. 

Interim Management Report 

Similar to the above representatives from Deloitte will address the meeting regarding this 
agenda point. 

The Executive Summary of the report indicates that internal controls tested are designed 
and implemented effectively (1.2) and that no significant control issues that pose a 
significant business or financial risk that could potentially result in a modified audit opinion if 
not addressed urgently were noted in the audit testing procedures. 

The report does address existing audit issues, and some asset issues have escalated due to 
being on the unresolved list for some time. Now that the workload of de-amalgamation is 
noticeably easing off attention to various finance and asset functions will receive renewed 
attention. The first current aim will remain year-end functions, after which focus will in full 
revert to outstanding audit issues.  

LEGISLATIVE CONTEXT 

Local Government Act 2009 

Local Government Regulation 2012 

Various Australian Accounting Standards 

LEGAL IMPLICATIONS 

No specific implications from this report, some of issues reported on may have their own 
legal implications. 

CONCLUSION 

The Financial section has been under abnormal ongoing pressures for at least the last 18 
months, which have led to various adjustments of priorities, revised expectations and work 
outcomes. The de-amalgamation functions and expectations have been winding down 
noticeably during the last 2-6 weeks, enabling various other catch-up and normal functions 
to regain their rightful places. The main focus will remain on the budget for 2014/15 and 
preparations for the 30 June year-end and the year-end audit, after which other priorities will 
be attended to. 

With regards to the financial outcome for the year the position remains positive above 
budget expectations. The single dominant reason for this is that the two disaster events have 
not had the very noticeable impact on the finances of Council as was the case for the 
2011/12 and 2012/13 financial years. In this year of numerous challenges most financial 
outcomes worked in favour of council, leading to the current beneficial outcome. 
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RRC Audit Strategy 2014 
RRC Interim Management Report 

9.2 Loss / Theft Items Reported to Auditor G

9.2 LOSS / THEFT ITEMS REPORTED TO AUDITOR GENERAL - SEP 2013 TO APR 
2014 

eneral - Sep 13 to Apr 14 

File No: 3911 

Attachments: 1. Loss / Theft Report - 1 Sep 13 to 30 Apr 14   

Authorising Officer: Ross Cheesman - General Manager Corporate Services  

Author: Drew Stevenson - Manager Corporate and Technology          
 

SUMMARY 

Reporting on Loss/Theft items including those reported the Auditor General for the period 1 
September 2013 to 30 April 2014. 

Recommendation 

 

OFFICER’S RECOMMENDATION 

THAT the Committee ‘receives’ the Loss/Theft Report for the period 1 September 2013 to 
30 April 2014. 

COMMENTARY 

Under s307A of the Local Government Regulation 2012, local governments must 
immediately give written notice to the Auditor-General if they become aware that property of, 
or received by the local government is missing and the property has a total value of $1,000 
or more. 

Attached are summary details of the Loss/Theft reports for this reporting period received by 
the Property & Insurance Unit.  Notification has been provided to the Auditor-General on all 
items valued at $1,000 or greater.  
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Loss / Theft Report -  to 30 Apr 14  1 Sep 13

 
 
 
 
 
 
 
 

LOSS / THEFT ITEMS REPORTED TO 
AUDITOR GENERAL - SEP 13 TO 

APR 14 
 
 
 
 
 

Loss / Theft Report - 1 Sep 13 to 
30 Apr 14 

 
 
 
 
 

Meeting Date: 29 May 2014 
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10 NOTICES OF MOTION  

Nil  
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11 URGENT BUSINESS/QUESTIONS  

Urgent Business is a provision in the Agenda for members to raise questions or matters of a 
genuinely urgent or emergent nature, that are not a change to Council Policy and can not be 
delayed until the next scheduled Council or Committee Meeting. 
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12 CLOSED SESSION 

In accordance with the provisions of section 275 of the Local Government Regulation 2012, a 
local government may resolve to close a meeting to the public to discuss confidential items, 
such that its Councillors or members consider it necessary to close the meeting. 

 
RECOMMENDATION 

THAT the meeting be closed to the public to discuss the following items, which are 
considered confidential in accordance with section 275 of the Local Government Regulation 
2012, for the reasons indicated.  

13.1 ERM Status Report and Proposed Sample of Risk Register Reporting 2014 

This report is considered confidential in accordance with section 275(1)(h), of the 
Local Government Regulation 2012, as it contains information relating to other 
business for which a public discussion would be likely to prejudice the interests of the 
local government or someone else, or enable a person to gain a financial advantage. 

13.2 Internal Audit Report - Payroll Reconciliation 

This report is considered confidential in accordance with section 275(1)(h), of the 
Local Government Regulation 2012, as it contains information relating to other 
business for which a public discussion would be likely to prejudice the interests of the 
local government or someone else, or enable a person to gain a financial advantage. 

13.3 Annual Audit Plan - Progress Update 

This report is considered confidential in accordance with section 275(1)(h), of the 
Local Government Regulation 2012, as it contains information relating to other 
business for which a public discussion would be likely to prejudice the interests of the 
local government or someone else, or enable a person to gain a financial advantage. 

13.4 Status of Audit Recommendations Progress  

This report is considered confidential in accordance with section 275(1)(h), of the 
Local Government Regulation 2012, as it contains information relating to other 
business for which a public discussion would be likely to prejudice the interests of the 
local government or someone else, or enable a person to gain a financial advantage. 

13.5 2014-2: Business Process Improvement Review of - Local Laws Annual Animal 
 Registrations (Stage-I) 

This report is considered confidential in accordance with section 275(1)(h), of the 
Local Government Regulation 2012, as it contains information relating to other 
business for which a public discussion would be likely to prejudice the interests of the 
local government or someone else, or enable a person to gain a financial advantage. 

13.6 2013-08: Engineering Records - Agreed Upon Procedures 

This report is considered confidential in accordance with section 275(1)(h), of the 
Local Government Regulation 2012, as it contains information relating to other 
business for which a public discussion would be likely to prejudice the interests of the 
local government or someone else, or enable a person to gain a financial advantage. 

13.7 Carols By Candlelight Event Process Review 

This report is considered confidential in accordance with section 275(1)(h), of the 
Local Government Regulation 2012, as it contains information relating to other 
business for which a public discussion would be likely to prejudice the interests of the 
local government or someone else, or enable a person to gain a financial advantage. 
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13.8 IA-2014-2 Compliance Review of De-Amalgamation Regulation 

This report is considered confidential in accordance with section 275(1)(h), of the 
Local Government Regulation 2012, as it contains information relating to other 
business for which a public discussion would be likely to prejudice the interests of the 
local government or someone else, or enable a person to gain a financial advantage.  
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Confidential Reports 

13 CONFIDENTIAL REPORTS 
13.1 ERM Status Report and Proposed Sample of Risk Register Repor  

13.1 ERM STATUS REPORT AND PROPOSED SAMPLE OF RISK REGISTER 
REPORTING 2014 

ting 2014

File No: 8780 

Attachments: 1. Proposed Quarterly Risk Register Reporting 
Examples - Graphs  

2. Proposed Quarterly Risk Register Reporting 
Examples - Very High and High Listing  

3. Proposed Quarterly Risk Register Reporting 
Examples - All Risks Requiring Further 
Treatment   

Authorising Officer: Drew Stevenson - Manager Corporate and Technology 
Ross Cheesman - General Manager Corporate Services  

Author: Kisane Ramm - Risk Management Officer       

This report is considered confidential in accordance with section 275(1)(h), of the Local 
Government Regulation 2012, as it contains information relating to other business for which 
a public discussion would be likely to prejudice the interests of the local government or 
someone else, or enable a person to gain a financial advantage .    
 

SUMMARY 

Reporting on the status of the ERM implementation and proposed quarterly risk status 
reports. 
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13.2 Internal Audit Report - Payroll Reconciliation 

13.2 INTERNAL AUDIT REPORT - PAYROLL RECONCILIATION 

File No: 5207 

Attachments: Nil  

Authorising Officer: Ross Cheesman - General Manager Corporate Services  

Author: Alicia Cutler - Manager Finance       

This report is considered confidential in accordance with section 275(1)(h), of the Local 
Government Regulation 2012, as it contains information relating to other business for which 
a public discussion would be likely to prejudice the interests of the local government or 
someone else, or enable a person to gain a financial advantage .    
 

SUMMARY 

This report is in response to the request by Audit Committee of 13 September 2013 to 
provide details on the payroll reconciliation. 
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13.3 Annual Audit Plan - Progress Update 

13.3 ANNUAL AUDIT PLAN - PROGRESS UPDATE 

File No: 5207 

Attachments: 1. Audits Completed vs Planned   

Authorising Officer: Evan Pardon - Chief Executive Officer  

Author: John Wallace - Chief Audit Executive       

This report is considered confidential in accordance with section 275(1)(h), of the Local 
Government Regulation 2012, as it contains information relating to other business for which 
a public discussion would be likely to prejudice the interests of the local government or 
someone else, or enable a person to gain a financial advantage .    
 

SUMMARY 

The Progress of audits planned vs completed is provided for the information of the 
Committee. 
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13.4 Status of Audit Recommendations Progress  

13.4 STATUS OF AUDIT RECOMMENDATIONS PROGRESS  

File No: 5207 

Attachments: 1. Audit Recommendations Status   

Authorising Officer: Evan Pardon - Chief Executive Officer  

Author: John Wallace - Chief Audit Executive       

This report is considered confidential in accordance with section 275(1)(h), of the Local 
Government Regulation 2012, as it contains information relating to other business for which 
a public discussion would be likely to prejudice the interests of the local government or 
someone else, or enable a person to gain a financial advantage .    
 

SUMMARY 

The attached report is provided to the audit committee as required by the Local Government 
Regulation 2012, Section 207 (3). 
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13.5 2014-2: Business Process Improvement Review of - Local La imal Registrations (Stage-I) 

13.5 2014-2: BUSINESS PROCESS IMPROVEMENT REVIEW OF - LOCAL LAWS 
ANNUAL ANIMAL REGISTRATIONS (STAGE-I) 

ws Annual An

File No: 5207 

Attachments: 1. IA-BUSINESS IMPROVEMENT PROPOSAL  
2. Stage-I Business Improvement Report   

Authorising Officer: Evan Pardon - Chief Executive Officer  

Author: John Wallace - Chief Audit Executive       

This report is considered confidential in accordance with section 275(1)(h), of the Local 
Government Regulation 2012, as it contains information relating to other business for which 
a public discussion would be likely to prejudice the interests of the local government or 
someone else, or enable a person to gain a financial advantage .    
 

SUMMARY 

This review was undertaken by J Wallace, together with the Local Laws Section and JET, as 
part of the Annual Internal Audit Plan. 
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13.6 2013-08: Engineering Records - Agreed Upon Proce

13.6 2013-08: ENGINEERING RECORDS - AGREED UPON PROCEDURES 
dures 

File No: 5207 

Attachments: 1. 2013-08: Engineering Records - Agreed Upon 
Procedures Review   

Authorising Officer: Evan Pardon - Chief Executive Officer  

Author: John Wallace - Chief Audit Executive       

This report is considered confidential in accordance with section 275(1)(h), of the Local 
Government Regulation 2012, as it contains information relating to other business for which 
a public discussion would be likely to prejudice the interests of the local government or 
someone else, or enable a person to gain a financial advantage .    
 

SUMMARY 

This review was completed by Kisane Ramm and John Wallace, based on agreed-upon-
procedures and was requested by the CEO. 
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13.7 Carols By Candlelight Event Process Review 

13.7 CAROLS BY CANDLELIGHT EVENT PROCESS REVIEW 

File No: 5207 

Attachments: 1. 2013-06: Carols Event Process Review   

Authorising Officer: Evan Pardon - Chief Executive Officer  

Author: John Wallace - Chief Audit Executive       

This report is considered confidential in accordance with section 275(1)(h), of the Local 
Government Regulation 2012, as it contains information relating to other business for which 
a public discussion would be likely to prejudice the interests of the local government or 
someone else, or enable a person to gain a financial advantage .    
 

SUMMARY 

This review was undertaken by K Ramm as a planned review as part of the Internal Audit 
Plan. 
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13.8 IA-2014-2 Compliance Review of De-Amalgamation

13.8 IA-2014-2 COMPLIANCE REVIEW OF DE-AMALGAMATION REGULATION 
 Regulation 

File No: 5207 

Attachments: 1. IA-2014-2 Report  
2. Regulation 2013 - Conclusions  
3. Transfer Methodology (V1.0) - Conclusions   

Authorising Officer: Evan Pardon - Chief Executive Officer  

Author: John Wallace - Chief Audit Executive       

This report is considered confidential in accordance with section 275(1)(h), of the Local 
Government Regulation 2012, as it contains information relating to other business for which 
a public discussion would be likely to prejudice the interests of the local government or 
someone else, or enable a person to gain a financial advantage .    
 

SUMMARY 

This review was undertaken by J Wallace on request from the CEO. 
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14 CLOSURE OF MEETING 
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