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ATTENDANCE:

Councillors Present

Cr Tanya Milligan (Mayor) (Chairperson)
Cr Jason Cook

Cr Jim McDonald

Cr Kathy McLean

Cr Janice Holstein

Cr Chris Wilson

Cr Michael Hagan
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Officers Present

lan Church, Chief Executive Officer

Dan McPherson, Executive Manager

Organisational Development & Planning

91 David Lewis, Executive Manager Corporate &
Community Services

1 Myles Fairbairn, Executive Manager
Infrastructure Works & Services

1 Rick Machin, Acting Manager Marketing,
Communication & Engagement

1 Stephen Hart, Manager Executive & Business
Services

1 Susan Boland, Council Business Support
Officer

1 Peter Hillcoat, Disaster Management
Coordinator

= =

Media Present
1 Francis Witsunhuysen, Gatton Star
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1.0 MEETING OPENED

The meeting commenced at 10.04 am

The Mayor, Cr Milligan as Chairperson opened the meeting and welcomed all present. Cr Holstein led the
meeting in prayer, following a minuteébés silence for th

2.0 LEAVE OF ABSENCE

No Leave Of Absence

3.0 CONDOLENCES/GET WELL WISHES

3.1 Condolences/Get Well Wishes

Date: 07 September 2016

Author: Susan Boland, Council Business Support Officer
Responsible Officer: lan Church, Chief Executive Officer
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4.0 DECLARATION OF ANY M ATERIAL PERSONAL INT ERESTS/CONFLICTS OF
INTEREST BY COUNCILL ORS AND SENIOR COUNCIL OFFICERS

4.1 Declaration of Material Personal Interest on any Item of Business

Pursuant to Section 172 of the Local Government Act 2009, a councillor who has a material
personal interest in an issue to be considered at a meeting of the local government, or any of
its committees must i

(a) inform the meeting of the councillords mat e
(b) leave the meeting room (including any area set aside for the public), and stay out of
the meeting room while the matter is being discussed and voted on.
4.2 Declaration of Conflict of Interest on any Item of Business
Pursuant to Section 173 of the Local Government Act 2009, a councillor who has a real or
perceived conflict of interest in a matter to be considered at a meeting of the local government,
or any of its committees must inform the meet.i

matter and if the councillor participates in the meeting in relation to the matter, how the
councillor intends to deal with the real or perceived conflict of interest.

No declarations were made by Councillors at this time.

5.0 MAYORAL MINUTE

No Mayoral Minute

6.0 CONFIRMATION OF MINUTES

6.1 Confirmation of Ordinary Meeting Minutes of 24 August 2016
Date: 07 September 2016

Author: lan Church, Chief Executive Officer

Responsible Officer: lan Church, Chief Executive Officer

RESOLUTION

THAT the Minutes of the Ordinary Meeting of the Lockyer Valley Regional Council held
on Wednesday 24 August 2016 be taken as read and confirmed.

Moved By: Cr McDonald Seconded By: Cr Cook
Resolution Number: 16 -20/ 0206

CARRIED
7/0
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6.2 Receival of the Minutes Audit and Risk Management Committee
held on 25 August 2016

Date: 07 September 2016

Author: Madonna Brennan, Business Improvement Officer

Responsible Officer: David Lewis, Executive Manager Corporate & Community Services
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Receival of th

Committee held on 25 August 2016

e Minutes Audit and Risk Management Attachment 1

ARMC Meeting Minutes

ATTENDANCE:

Councillor Members
e CrJason Cook

Independent External Members (Voting)

Graham Webb (Chairperson)
Alison D’Costa
Mike McGovern

Attendees (non-voting)
¢ David Lewis, Executive Manager, Corporate &
Community Service
¢ Tony Brett, Manager Finance & Customer
Service
Marita Corbett, BDO (Internal Audit)
Matthew Monaghan, William Buck (External
Audit) - teleconference
o Debra Stolz, Queensland Audit Office
Apologies
Cr Chris Wilson
Cr Tanya Milligan (Mayor) (ex officio)
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Receival of the Minutes Audit and Risk Management
Committee held on 25 August 2016

Attachment 1
ARMC Meeting Minutes

1.0

2.0

3.0

3.1

3.2

MEETING OPENED

The Chair, Graham Webb opened the meeting at 10.28am and welcomed all attendees.

The Chair also welcomed and congratulated Alison D'Costa on her appointment fo position of

Independent Professional Member on the Committee and congratulated Mike McGovern on
his re-appointment to the position of Independent Community Member on the Committee.

All attendees then provided a brief professional background on themselves.

APOLOGIES
An apology has been received from Cr Chris Wilson due to his attendance at a funeral.

DECLARATION OF ANY MATERIAL PERSONAL INTERESTS/CONFLICTS OF
INTEREST BY MEMBERS
Declaration of Material Personal Interest on any Item of Business

Pursuant to Audit and Risk Committee Charter and Code of Conduct, a member who has a
material personal interest in an issue to be considered at a meeting of the committee must —

(a) inform the meeting of the members material personal interest in the matter; and

(b) leave the meeting room (including any area set aside for the public), and stay out of
the meeting room while the matter is being discussed and voted on.

Declaration of Conflict of Interest on any Item of Business

Pursuant to Audit and Risk Committee Charter and Code of Conduct, a member who has a

real or perceived conflict of interest in a matter to be considered at a meeting of the Audit and

Risk Committee must inform the meeting about the members personal interest in the matter
and if the member participates in the meeting in relation to the matter, how the member
intends to deal with the real or perceived conflict of interest.

No declarations were made by the Committee.
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4.0 CONFIRMATION OF MINUTES

4.1 Confirmation of Meeting Minutes Audit and Risk Committee
Wednesday 15 June 2016

Date: 19 August 2016
Author: Madonna Brennan, Business Improvement Officer
Responsible Officer: David Lewis, Executive Manager Corporate & Community Services

Officer's Recommendation:
THAT the Minutes of the Lockyer Valley Audit and Risk Management Committee held on
Wednesday 15 June 2016 be taken as read and confirmed.

RESOLUTION

THAT the Minutes of the Lockyer Valley Audit and Risk Management Committee held
on Wednesday 15 June 2016 be taken as read and confirmed.

Moved By: Cr Cook Seconded Byt M McGovern
Resolution Number: ARMC/0009

CARRIED
4/0

5.0 BUSINESS ARISING FROM MINUTES
(Refers to Minutes of the Meeting 15 June 2016)

* Item No 5.2 (business arising) — confirmed that the next meeting of the Audit
Committee Chairs with the Queensland Audit Office will be on Wednesday 7
December 2016 and therefore will not clash with the next meeting of the Lockyer
Valley Audit and Risk Management Committee which is scheduled for Thursday 8
December 2016. However the next meeting of the Committee will need to commence
later in the day due to a clash with another Committee of Council.

* [tem 6.5 External Audit 2015/16 Interim Management Report. Advice was sought
in regards to an update on ltem 2 of the External Auditors Report in relation
Information Technology Governance and the Chair also provided some commentary
around the rectification of item 4 of the External Auditors Report on Rates being that
the Revenue Statement has been amended to remove the abilities for properties to be
categorised.

Page 5
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MEETING MINUTES
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6.0 AUDIT COMMITTEE REPORTS

6.1 Audit Register Progress Update - High Risk Items

Date: 19 August 2016

Author: Madonna Brennan, Business Improvement Officer

Responsible Officer: David Lewis, Executive Manager Corporate & Community Services
Summary:

The Committee at its meeting held on 15 June 2016, endorsed the Executive Leaderships Team'’s
recommendation to streamline the reporting methods to the Committee on Council’'s Audit Register by
only providing progress reports on items that have been identified as high risk.

In consultation with Council's Executive Leadership Team a progress update is provided on the action
taken to date on recommendations made against high risk items on Council's Audit Register.

Officer's Recommendation:

THAT the Committee receive and note the progress update on high risk items identified on
Council’'s Audit Register.

RESOLUTION

THAT the Committee received and noted the progress update on high risk items
identified on Council’s Audit Register with the following items to be taken into
consideration:
* A review be undertaken on Iltems that are identified in the “in-progress” section
as the action taken notes do not support the status of the item.
 No progress reporting or notes have been provided against Item 3.1 of the
Payment of Allowances Internal Audit Report being “Independent Review of
Allowances.
 That additional reporting information be included in the Audit Register that will
enable the committee to make comparison of current actions completed versus
previous actions completed.

Moved By: A D'Costa Seconded By: Cr Cook
Resolution Number: ARMC/0010

CARRIED
4/0

Report
Included with this report is a detailed update on the action taken to date on recommendations made
against high risk items that have been identified from previously conducted internal audits. The report

is provided for the Committee to review and make comments as necessary.
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AUDIT & RISK
MANAGEMENT COMMITTEE
MEETING MINUTES

25 AUGUST 2016

Lockyer
Valley

At present there are 28 high risk items on Council's Audit Register of these items only 1 is not yet
commenced, 12 are in progress and 15 are to be submitted to the Internal Auditor for verification of
actions taken.

The first graph shown identifies the number of recommendations outstanding against each risk type
with the high risk items being further detailed to their current status. The second graph details the
current status on the recommendations made against the high risk items on the Audit Register.

Graph 1 Number of Risk against Risk Type:

High Not Yet
Commenced, 1

Graph 2: Current Status of High Level Risk items:

High Not Yet
Commenced, 1

High In
Progress, 12

High Awaiting
Verification, 15
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6.2 Draft 2015-2016 Financial Statements

Date: 19 August 2016

Author: Tony Brett, Manager Finance and Customer Service

Responsible Officer: David Lewis, Executive Manager Corporate & Community Services
Summary:

Section 176 of the Local Government Regulation 2012 requires Council to prepare financial
statements each financial year comprising of a general purpose financial statement, a current-year
financial sustainability statement and a long-term financial sustainability statement.

Section 211 (1)(b)(iii) of the Regulation then requires Council's Audit and Risk Management
Committee to review a draft of the local government’s financial statements for the preceding financial
year before the statements are certified and given to the Auditor-General for auditing under Section
212. The draft 2015/2016 financial statements and sustainability statements are attached for the
Committee's review.

Officer's Recommendation

THAT the Committee receive Council’s Draft 2015/2016 unaudited Financial
Statements and approve the draft statements for presentation to the Auditor-General
for auditing.

RESOLUTION

THAT the Committee receive Council’s Draft 2015/2016 unaudited Financial
Statements and approve the draft statements for presentation to the Auditor-General
for auditing.

Further;

THAT acknowledgement is made to the staff for ensuring that the Draft 2015/2016
Financial Statements were completed in a timely manner.

And further;

THAT it was noted that paragraph 3 of Note 29 Financial Instruments requires to be
amended as the Committee is an advisory committee to Council and therefore cannot
approve policies.

And further;

THAT to ensure the alignment of the Draft Financial Statements the figures recorded
against “Net cash provided by Operating Activities” in Note 27 be amended to reflect
the figures recorded in the “Net Cash — Operating Activities” in the Statement of Cash
Flows.

Moved By: A D'Costa Seconded By: M McGovern
Resolution Number: ARMC/0011

CARRIED
4/0
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Report

Section 212 of the Regulation also requires Council to give its financial statements to the Auditor-
General for auditing by a date agreed between the Chief Executive Officer and the Auditor-General.
This date is to allow sufficient time for the audit of the financial statements, and the Auditor-General's
audit report about the statement, to be completed no later than four months after the end of the
financial year to which the statement relates

The audit program is on track with all key milestones being met. Council’'s Auditors will be undertaking
the final site visit during the period 29 August to 2 September with the statements expected to be
finalised and signed-off by the end of September.

Utilising a third party template, the draft financial statements have been prepared in accordance with
the requirements of the Local Government Regulation 2012, specifically Sections 176, 177, and 178
and are aligned with the “Tropical Council” financial statements template produced by the
Department.

Draft Financial Results

The draft operating result for the year was a net deficit of $2.60M. This can mainly be attributed to an
increase in depreciation and the write off of infrastructure assets which had been incorrectly brought
to account in previous years. During the revaluation process it was discovered that the assets were
not owned by Council or had been physically disposed of in a prior year but not updated in the asset
register. Most of the write off related to two roads which were on the boundaries of the region and it
was determined that the ownership actually belonged to the adjoining Council.

The operating surplus/deficit excluding capital items (as used in the Sustainability Ratios) was a
deficit of $2.74M (2015 deficit $9.32M). The improvement in the operating result from the previous
year is as a result of targeted reductions in expenditure on employees and materials across the
board. The savings from the past two years of budgeting are now beginning to be realised and
Council is returning to a more ‘normal’ level of operations.

Council’s total cash and investments increased slightly by $1.57M as fewer funds were expended due
to the completion in 2015 of the NDRRA related works. Council’s cash balance at the end of 2016
was $22.70M (2015 $21.13M).

A summary of comparative data for the current year and previous years is below:

Statement of Comprehensive Income ($°000)

Financial Year 2010/11 | 201112 | 2012113 | 2013/14 | 2014/15 | 2015/16

Draft
Revenue 89,993 | 121,027 | 101,106 | 97,616 | 92,674 | 59,096
Expenditure 91,586 | 137,518 | 106,398 | 97,247 | 74,461 | 61,607
Net Result (1,593) | (16,491) | (5,292) 369 | 18,213 | (2,601)

Net Worth ($°000)

Financial Year 2010/11 | 2011/12 | 2012/13 | 2013/14 | 2014/15 | 2015/16
Draft
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MEETING MINUTES
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Assets 396,919 | 449,817 | 496,086 | 584,030 | 620,661 | 622,248
Liabilities 19,261 55805 | 55347 | 61,994 | 63616 | 66,526
Community Equity (balance) | 377,658 | 393,922 | 440,739 | 483,036 | 557,045 | 555,722

For the 2016 financial year, of the three Key Measures of Sustainability, all are outside of the target
set by the Department. A table showing the results and explanations follows.

Ratio Explanation | Calculati Target 2016 | Target Met Comment
on
Operating Measures the | Operating | Between | -4.97% No This ratio is below
surplus ratio | extent to Surplus 0% and target due as operating
which (Net 10% expenditures has
revenues result exceeded operating
raised cover excluding revenues. The main
operational all capital contributor to this has
expenses items) been a further increase
only or are divided by in depreciation.
available for total
capital operating This result is a
funding revenue significant
purposes or (excluding improvement on the
other capital prior year.
purposes. items).
Asset This ratio Capital >90% 51.42% No This ratio is under the
sustainabilit | reflects the expenditu target amount due to a
y ratio extent to re on the number of new projects
which replacem which reduced the
infrastructure | ent of amount available for
assets assets renewals.
managed by | (renewals
Council are ) divided Examples of new
being by projects includes; Land
replaced as depreciati Fill Cell ($0.25M), Lake
they reach on View Accommodation
the end of expense. Precinct ($0.91M), and
their useful new roads and
lives. carparks ($1.15M).
Page 10
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Ratio Explanation | Calculati | Target 2016 | Target Met Comment
on

Net financial | Measures the | Total < 60% 64.07% No The significant

liabilities extent to liabilities increase in the

ratio which net less restoration provisions
financial current and a reduction in
liabilities of assets revenues on the
Council can divided by completion of the
be repaid total NDRRA works have
from operating seen this ratio continue
operating revenue. to exceed the target set
revenue. by the Department.

Whilst it is only just
over the target, it is of
some concern for the
future. The 2016/17
adopted budget
includes measures to
return this to a level
which is below the
benchmark.

The Long Term Sustainability Statement uses the original adopted 2016/2017 Budget as the basis of
the ratios for the next ten years. The forecast shows Council’'s commitment to achieving operating
surpluses in the forecast years. At present the legislation does not require the Long Term
Sustainability Statement to be audited.

Once the audit is completed an update will be provided to the Committee on any changes made
through the audit process.
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6.3 Draft Internal Audit Plan

Date: 19 August 2016

Author: Madonna Brennan, Business Improvement Officer

Responsible Officer: David Lewis, Executive Manager Corporate & Community Services
Summary:

This report is to present the Draft Internal Audit Plan 2016/17 — 2018/19, that has been prepared by
Council’'s Internal Auditor, BDO Pty Ltd for endorsement by the Committee.

Officer's Recommendation:
THAT the Committee endorse the Draft Internal Audit Plan 2016/17 — 2018/19.

RESOLUTION

THAT the Committee recommend to Council the re-engagement of BDO Pty Ltd to
provide internal audit functions for Council for a further 2 years, being the life of the
current Audit and Risk Management Committee.

Moved By: M McGovern Seconded By: Cr Cook
Resolution Number: ARMC/0012

CARRIED
4/0
Marita Corbett, Partner BDO Pty Ltd left the meeting during the discussion of the above item.

RESOLUTION

THAT the Committee received and noted the Internal Audit Plan 2016/17 — 2018/19 and
to enable flexibility only endorsed year 1 of the Plan.

Further;

THAT the first item of the Plan to be actioned be on Community Grants.

And further;

THAT the Manager of Information Services be invited to attend the next meeting to
present to the Committee on recent results received on the Open Source Intelligence
Scan and Penetration Testing that was conducted on Council’s systems.

Moved By: Cr Cook Seconded By: M McGovern
Resolution Number: ARMC/0013

CARRIED
4/0

Page 12
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Background:
In October 2015 a review of Council's Risk Register commenced and the initial stages of the review
resulted in the identification of 12 key areas of risk for Council, being:

Finance and Economic (FE1) — financial sustainability

Finance and Economic (FE2) — decision making

Infrastructure and Assets (I1A1) — Planning, managing and maintaining assets
Infrastructure and Assets (IA2) — major projects

Infrastructure and Assets (IA3) - information technology strategy
Business Continuity & Systems (BC1) — essential service delivery
Environmental Management (EC1)

Legal Compliance and Liability (LCL1) — compliance frameworks

Political (P1) — inter-governmental relations

Reputation (R1)

Strategic Workforce (S1) — strategic workforce planning and management
* Workplace Health and Safety (WHS1) — health and safety

The revised Risk Register has provided the framework and priorities for the development of an
Internal Audit Plan that will provide a schedule of priorities until 2018/19.

Report:

An Internal Audit Plan (attached) has been drafted by the Internal Auditor (BDO Pty Ltd) in liaison with
key Council staff that summarises the direction for our internal audit processes until 2018/19,
including indicative costs.

The implementation of the Internal Audit Plan will ensure compliance with legislation and that key
areas of risk are being managed effectively, yet while still providing the flexibility to adapt for changing

priorities if the need arises

The Draft Internal Audit Plan is being presented to the Committee for endorsement.
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7.0 ITEMS FOR INFORMATION

7.1 Fraud Corruption Control Update

Date: 19 August 2016

Author: Corrin Bischoff, Major Projects Officer

Responsible Officer: David Lewis, Executive Manager Corporate & Community Services
Summary:

Queensland Local Governments are required to implement and report on Fraud and Corruption
control measures implemented as a result of Queensland Auditor-General released the Fraud
Management in Local Government Report released in June 2015.

Lockyer Valley Regional Council has undertaken a number of actions to address the above
requirements. This report details actions taken to date and future requirements to establish an
effective the Fraud & Corruption Framework for Council.

Officer's Recommendation:

This document is for the Committee’s information only.

This document was provided for the Committee’s information only.

Background:
In January 2015, Council’s internal auditor undertook a review of council’s fraud and corruption
prevention and control practices which identified a number of recommendations to improve Council’s
approach to this matter. In June 2015 the Queensland Auditor-General released the Fraud
Management in Local Government Report which identified that the local government sector is not
managing fraud risk satisfactorily. The Report recommended that Council’s as a priority develop,
revise or amend:

* Policies and procedures for fraud and corruption management

+ Fraud and corruption control plans

e Fraud risk assessments

» Data analytics capability for fraud detection.

As a follow up to the Auditor-General’'s Report the Deputy Premier and Local Government Minister
wrote to all local governments in August 2015 informing Council's that an amendment will be made
the Local Government Regulation 2012 requiring local government to report fraud losses to both the
Auditor-General and the Minister for Local Government. In addition, Council's need to provide the
Department of Infrastructure, Local Government and Planning with a progress report in relation to the
implementation of the Report's recommendations in the next 12 months. Council is required to
provide a response on its progress against the recommendations by 26 August 2016.
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