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10 Consideration of Business of Meeting 

Additional Items 

10.4 2021 Interim Report to the Mayor - Scenic Rim Regional Council 

Executive Officer: General Manager Council Sustainability 

Item Author: Coordinator Financial Management 

Attachments:  

1. Scenic Rim Regional Council - 2021 Interim Report to the Mayor ⇩  
  
  

Executive Summary 

The purpose of this report is to present the Auditor-General's interim observation report relating to 
the audit of Council's Financial Statements for 2020-2021.  

Recommendation 

That Council receive the Auditor-General's interim observation report relating to the audit of Council's 
2020-2021 Financial Statements. 

Previous Council Considerations / Resolutions 

Nil. 

Report / Background 

The Auditor-General must prepare an observation report about the audit of a local government’s 
financial statements in accordance with section 54 of the Auditor-General Act 2009. 

In accordance with the Local Government Regulation 2012, the Mayor must present the Auditor-
General’s observation report about the audit of the Council. 

The report provides an analysis of the work undertaken (to date) by external auditors as part of their 
audit of Council's Financial Statements for 2020-2021.  The purpose of the interim phase is to assess 
the design and implementation of Council's internal controls, and whether they are operating 
effectively.  

As contained in the report - there are no significant deficiencies in Council's internal controls that 
have been identified. 

The external auditors will commence their year-end visit on 16 August 2021 with an expectation on 
having the Financial Statements for 2020-2021 being signed-off by the Auditor-General on 
30 September 2021. 

The Final Management Report is also due to be provided back to Council on 30 September 2021. 

CO_20210608_AGN_3248_AT_SUP_files/CO_20210608_AGN_3248_AT_SUP_Attachment_20540_1.PDF
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Budget / Financial Implications 

The External Audit Fee was estimated to be in the amount of $138,000 (exclusive of GST) at the 
time the External Audit Plan was agreed to with Council in January 2021.  

Strategic Implications 

Operational Plan 

Theme: 3.  Open and Responsive Government 

Key Area of Focus: 3.1.2  Provide streamlined and practical regulatory services that deliver 
improved access for the community 

Legal / Statutory Implications 

Under section 213 of the Local Government Regulation 2012, Council must present a copy of this 
report at its next Ordinary Meeting. 

Risks 

Strategic Risks 

The following Level 1 and Level 2 (strategic) risks are relevant to the matters considered in this 
report: 

SR47  Inadequate or lack of an appropriate Financial Management Framework (including systems, 
policies, procedures and controls) in place to adequately minimise risk of fraudulent action 
and to maximise financial sustainability. 

Risk Assessment 

Category Consequence Likelihood Inherent 
Risk 
Rating 

Treatment of 
risks 

Residual 
Risk 
Rating 

Governance, Risk & 
Compliance 
 
Elected members 
unaware of 
recommendations of 
Auditor-General in 
relation to Local 
Government 
 

2 Minor Possible Medium Providing regular 
updates to elected 
members. 

Low 

Consultation 

Nil 

Conclusion 

In accordance with section 213(3) of the Local Government Regulation 2012, the Mayor must 
present the Auditor-General’s observation report at the next ordinary meeting of the local 
government.  
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10.5 2020-2021 March Budget Review 

Executive Officer: General Manager Council Sustainability  

Item Author: Coordinator Financial Management 

Attachments:  

1. 2020-2021 March Budget Review and Amended Budget ⇩  
  

  
Executive Summary 

This report presents, for consideration, an amended Council Budget for 2020-2021. 
 
With the third quarter of 2020-2021 now concluded a budget review has been undertaken to identify 
any potential amendments required to Council's budget due to changes in revenue and expense 
projections over the remainder of the financial year. 
 
The March Budget Review has highlighted that Council's budget for 2020-2021 will require formal 
amendment as a result of changes identified. 

Recommendation 

That, pursuant to sections 169 and 170 of the Local Government Regulation 2012, Council adopt 
the amended budget for the 2020-2021 financial year, as tabled, incorporating: 

a) Statement of Comprehensive Income; 

b) Statement of Financial Position; 

c) Statement of Cash Flows; 

d) Statement of Changes in Equity; and 

e) Measures of Financial Sustainability. 

Previous Council Considerations / Resolutions 

The 2020-2021 Budget was tabled and adopted by Council at the Special Meeting held on 
6 July 2020.  Subsequent amendments have followed, including: 

• Adoption of the 2020-2021 Carry Forward Budget Review at the Ordinary Meeting held on 
21 September 2020; 

• Adoption of the 2020-2021 September Budget Review at the Ordinary Meeting held on 
23 November 2020; and 

• Adoption of the 2020-2021 December Budget Review at the Ordinary Meeting held on 
9 March 2021. 

Report / Background 

Quarterly budget reviews are undertaken to ascertain if Council’s budget requires formal amendment 
as a result of changes identified to forecasted revenues and expenses. 
 
Council adopted its 2020-2021 Budget on 6 July 2020 and proceeded to amend the budget in 
September 2020 to ensure that funding was available for projects and initiatives that were continuing 
from 2019-2020 financial year.  The budget was again amended in November 2020 and March 2021 
following the Quarter 1 and Quarter 2 Budget Reviews to reflect the changes identified. 

CO_20210608_AGN_3248_AT_SUP_files/CO_20210608_AGN_3248_AT_SUP_Attachment_20570_1.PDF
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Council’s budget is built around many varying assumptions and anticipated levels of revenue and 
expenditure at the start of the financial year.  As the financial year progresses various factors can 
influence Council’s forecast revenue and expenditure necessitating Council to amend its budget to 
account for the changing circumstances.  
 
Accordingly, when the change to forecast revenue and expenditure is considered significant, Council 
should formally amend its budget in accordance with sections 169 and 170 of the Local Government 
Regulation 2012.  The following contributing factors require the budget to be amended: 
 
Operating Revenue (increased by $1.119 million) 
 
Primary drivers for the increase are: 

$226 thousand - increase in plumbing certification revenue associated with increased activity due to 
uptake of Queensland Government subsidies.   

Increase in revenue with waste landfill as a result of increased tonnage from waste contract. 

Additional operating grant of $809 thousand through the Queensland Bushfires Local Economic 
Recovery Grants (Community Facilities Upgrade) 

 
Operating Expenditure (increased by $4.152 million) 
 
 

Primary drivers for the increase are: 

Expenditure associated with the operating grant of $809 thousand 

$3.946 million associated with the refinancing of existing loans and recognition of change between 
the book value and market value of the existing loans. 
 
Capital Revenue (increased by $1.372 million) 
 
Primary drivers for the increase are: 

Additional capital grant of $600 thousand through the Queensland Bushfires Local Economic 
Recovery Grants (Vonda Youngman Community Centre Upgrade) 

Additional levels in contributions from developers as result of increase in activity and recoveries. 
 
Capital Expenditure (increased by $14.739 million) 
 
Primary drivers for the increase are: 

Reduction in existing 2020-2021 capital works schedule of $261 thousand. 

Recognition of the addition $15 million in (approved) funding towards eligible capital projects. 
 
Borrowings 
 
With the Queensland Government making particular focus on the Local Government Debt 
Refinancing Program which aims to allow councils the opportunity to refinance and extend the loan 
term on some or all of their existing fixed debt with Queensland Treasury Corporation (QTC) to take 
advantage of historically low interest rates - Council submitted an application to avail of this initiative.  
Advice received from the Department of State Development, Infrastructure, Local Government and 
Planning (attached) indicates that following review of Council's application - approval has been 
provided for: 

• Refinancing of (relevant) existing Queensland Treasury Corporation loans; 

• New borrowings of $1.5 million for land acquisition (as part of the 2020-2021 budget; and 

• Additional borrowings of $15 million. 
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The ability to refinance was highlighted by the Queensland Government as one of the initiatives that 
was part of a raft of measures that were put in place to stimulate the economy during the challenging 
economic circumstances as a result of the COVID-19 pandemic.  

The refinancing allowed Council an opportunity to consider seeking further borrowings to fund 
(eligible) major capital projects, with the additional borrowings serviced by the surplus cash as a 
result of reduced loan repayments. 
 
Council begins each financial year with a budget with timing of projects built in. In balancing the need 
of Council delivery and grant-funded delivery, attention to the program both capital and operational 
may vary. For instance each successful grant-funded project may alter the delivery of capital works 
and there is a need to be flexible in this respect. 
 
Accordingly, the Council's Amended Budget for 2020-2021 is presented for adoption incorporating 
all the relevant documents as required under the legislation. 

Budget / Financial Implications 

Implications on the budget are outlined in the revised budget statements provided for in this report. 

Strategic Implications 

Operational Plan 

Theme: 3.  Open and Responsive Government 

Key Area of Focus: 3.1.2  Provide streamlined and practical regulatory services that deliver 
improved access for the community 

Legal / Statutory Implications 

Section 169 and 170 of the Local Government Regulation 2012 states that a local government may, 
by resolution, amend the budget for a financial year at any time before the end of the financial year. 

Risks 

Strategic Risks 

The following Level 1 and Level 2 (strategic) risks are relevant to the matters considered in this 
report: 

SR47 Inadequate or lack of an appropriate Financial Management Framework (including systems, 
policies, procedures and controls) in place to adequately minimise risk of fraudulent action 
and to maximise financial sustainability. 



Ordinary Meeting Agenda – Late Items 8 June 2021 

 

Item 10.5 Page 18 

Risk Assessment 

Category Consequence Likelihood Inherent 
Risk 
Rating 

Treatment of risks Residual 
Risk 
Rating 

Legal 
Compliance and 
Liability 
 
Failure to 
ensure systems 
are in place to 
identify and 
report on 
material budget 
variations 
 

Major Rare Medium Budget packs are produced 
monthly with Managers 
required to explain individual 
budget variances greater than 
$50k and 10% - Budget packs 
are required to be approved by 
General Managers - Quarterly 
budget reviews undertaken - 
Budget Review Policy sets 
guidelines for amendments to 
the original budget 

Low 

Financial and 
Economic 
 
Not responding 
to changes in 
circumstances 
and addressing 
financial risk. 
 

Moderate Possible Medium Maintaining accurate monthly 
financial reporting and 
undertaking monthly reviews 
of budget.  

Low 

Consultation 

Budget review undertaken by relevant portfolio teams and submitted for approval through to the 
Executive. Review includes comparing actual year to date budget progress as at 31 March 2021 and 
identifying necessary budget amendment considerations for inclusion in the March Budget Review. 

Conclusion 

Council’s budget is built around many varying assumptions and anticipated levels of revenue and 
expenditure at the start of the financial year. As the financial year progresses various factors can 
influence Council’s forecast revenue and expenditure necessitating Council to amend its budget to 
account for the changing circumstances.  Following the undertaking of the March Budget Review 
amendments have been identified that require the amended 2020-2021 Budget to be considered for 
adoption. 
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10.6 Auditor-General Report To Parliament Local Government 2020 

Executive Officer: General Manager Council Sustainability 

Item Author: Coordinator Financial Management 

Attachments:  

1. Auditor-General Report to Parliament 'Local Government 2020 Report 17: 2020-21' ⇩ 

 
2. Queensland Audit Office's 'Scenic Rim Regional Council 2020 Closing Report' ⇩  

  
  

Executive Summary 

The Queensland Auditor-General's Report to Parliament 'Local Government 2020 (Report 17: 2020-
21)' was tabled in Parliament on 22 April 2021 (refer Attachment 1). 

The report summarises the audit results of Queensland's 77 local government entities (Councils) 
and the entities they control. 

Recommendation 

That Council receive the Auditor-General's Local Government 2020 Report. 

Previous Council Considerations / Resolutions 

Nil. 

Report / Background 

The final report titled 'Local Government 2020 (Report 17: 2020-21)' was tabled in Parliament on 
22 April 2021 (refer Attachment 1). 

Contained in the report are the summaries and findings associated with the audit of the 2019-2020 
financial year. The Auditor-General highlights some key aspects including: 

• Financial statements are reliable and comply with relevant and standards 

• Financial sustainability continues to deteriorate, indicating that 70 per cent of Councils spent 
more than they earned whilst not unexpected in light of the pandemic and efforts by Councils 
in supporting their communities - this is up by 25 per cent the previous year. Also indicated 
that as at 30 June 2020, 25 Councils are rated at high risk of not being financially sustainable. 

• Council need to strengthen their governance indicating that more than one-third of Councils 
do not have appropriate processes in place to identify and manage their strategic and 
operational risks. 

• Information systems are vulnerable - Councils are susceptible to cyber-attacks and need to 
ensure that appropriate measures in place to keep systems secure. 

• Procurement and contract management processes need to be improved indicating that some 
Councils are not following established procurement processes to demonstrate that purchasing 
is obtaining value for money or prove that appropriate approvals to obtain goods and services 
are in place.   

CO_20210608_AGN_3248_AT_SUP_files/CO_20210608_AGN_3248_AT_SUP_Attachment_20539_1.PDF
CO_20210608_AGN_3248_AT_SUP_files/CO_20210608_AGN_3248_AT_SUP_Attachment_20539_2.PDF
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Following the introduction, the Auditor-General has identified and made a number of 
recommendations to both Councils and the Queensland Government (Department of State 
Development, Infrastructure, Local Government and Planning ). 
 
Councils: 

 

1. Improve financial reporting by strengthening month-end and year-end financial reporting 
processes; 

2. Improve valuation and asset management practices; 
3. Strengthen security of information systems; 
4. Improve risk management processes; and 
5. Enhance procurement and contract management practices. 

Department of State Development, Infrastructure, Local Government and Planning:  

 
 

 

1. Require all councils to establish audit committees; 
2. Makes changes to sustainability ratios; 
3. Provide greater certainty over long term funding; and 
4. Provide training to councillors and senior leadership team around financial governance. 

In respect to how Scenic Rim Regional Council faired as part of the Queensland Audit Office's report 
to Parliament: 

1. Appendix E (on page 50 of 80) provides for the audit opinion on the 2019-2020 financial 
statements. Scenic Rim Regional Council were assessed to be accurate and complying with 
relevant standards obtaining an unmodified financial statement opinion on 30 September 2020. 

2. Appendix I (on page 63 of 80) provides for assessment of Council based on financial 
sustainability measures. Scenic Rim Regional Council (as part of the Rural/Regional Councils) 
were rated: 

• Average Operating Surplus Ratio - "Lower" [More than zero] - generating surpluses 
consistently 

• Net Financial Liabilities Ratio - "Lower" [Less than 60%] - No concern over the ability to 
repay debt from operating revenue 

• Asset Sustainability Ratio - "Lower" [More than 90%] - Like to be sufficiently replacing or 
renewing assets as they reach the end of their useful lives 

• Relative Risk Assessment - "Lower" - There is a lower risk of concerns about financial 
sustainability based on current income, expenses, asset investment, and debt financing 
policies.  

3. Appendix J (on page 74 of 80) provides for the assessment of Council based on Councils' 
financial governance. Scenic Rim Regional Council (as part of the Rural/Regional Councils) 
were rated on their internal controls: 

• Control Environment - "Effective" - No significant (high-risk) deficiencies. 

• Monitoring Activities - "Effective" - No significant (high-risk) deficiencies. 

• Risk Assessment - "Effective" - No significant (high-risk) deficiencies. 

• Control Activities - "Effective" - No significant (high-risk) deficiencies. 

• Information and Communication - "Effective" - No significant (high-risk) deficiencies. 

4. Also as part of Appendix J (on page 74 of 80), Council received the following ratings as part of 
its financial statement preparations: 

• End of Financial Year Processes - "Partially Effective" - Three to four key processes 
completed by the agreed date. 

• Timeliness - "Effective" - On or before 13 October (against legislative deadline of 31 
October) 

• Quality - "Below Average" - Material adjustments were made to financial statement 
components. 

5. Finally, also as part of Appendix J (on page 74 of 80), Council received a Financial 
Sustainability Relative Risk Assessment of "Green" indicating that Scenic Rim Regional 
Council has a lower overall risk. 
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With respect to items contained in 4 (above), Council achieved four of the five milestones, with the 
delay in preparing relevant position papers as a result of changes to the new Australian Accounting 
Standards Board (AASB) standards - AASB1058 and AASB15 and improved methods and structure 
in accounting for refuse site restoration provisions being the missed milestone.  
 
In regard to the new standards, 2019-2020 was unique with the high volume of grants and funding 
(initiatives associated with the COVID pandemic) Council were recipient of causing issues around 
recognition of when funding was received. Ascertaining necessary information to allow appropriate 
changes to the way Council accounted for the restoration provision also attributed to the final rating. 
 
Following on from incorporating the relevant (above) position papers,  the changes necessary 
resulted in making amendments to the final version of the financial statements. The adjustments to 
the original statements were deemed material enough, by the external auditors to warrant the quality 
of the statements being rated below average. The material changes were attributed to: 

• Recognition of monitoring costs on Council's landfill site (impacting refuse site restoration 
provisions) 

• Incorporation of AASB1058 (Income of Not-For-Profit Entities) and AASB15 (Revenue From 
Contracts with Customers), the introduction of these standards impacted the treatment of 
income associated with grants and funding that were received by Council. 

 
A copy of Council's 2020 Closing Report has been included for reference (refer Attachment 2). 

Budget / Financial Implications 

Nil. 

Strategic Implications 

Operational Plan 

Theme: 3.  Open and Responsive Government 

Key Area of Focus: 3.1.2  Provide streamlined and practical regulatory services that deliver 
improved access for the community 

Legal / Statutory Implications 

Not applicable. 

Risks 

Strategic Risks 

The following Level 1 and Level 2 (strategic) risks are relevant to the matters considered in this 
report: 

SR47 Inadequate or lack of an appropriate Financial Management Framework (including systems, 
policies, procedures and controls) in place to adequately minimise risk of fraudulent action 
and to maximise financial sustainability. 
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Risk Assessment 

Category Consequence Likelihood Inherent 
Risk 
Rating 

Treatment of 
risks 

Residual 
Risk 
Rating 

Governance, Risk & 
Compliance 
 
Elected members 
unaware of 
recommendations of 
Auditor-General in 
relation to Local 
Government  
 

2 Minor Possible Medium Providing regular 
updates to elected 
members. 

Low 

Consultation 

Nil. 

Conclusion 

The Auditor-General's tabled report to Parliament (Local Government 2020) is provided for 
Councillors' information and the report provides for how Scenic Rim Regional Council faired in the 
assessment of Local Governments for the 2019-2020 audit process. 
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