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Report on a page

Results of our audits

This report includes the results of our financial audits of seven Queensland Government entities
in the transport sector. The financial reports prepared by these entities are reliable and comply
with relevant laws and standards.

Internal controls are generally effective

We made 30 recommendations to strengthen internal controls relating to payroll and
procurement processes, securing of information systems, and information technology (IT)
governance and policy frameworks.

Targeted fraud attempts continue across all public sector entities. There was a successful fraud
in a port entity where employee bank account details were changed as a result of phishing.
Management has now strengthened controls over changes to employee bank accounts.

Increased demand for transport infrastructure

Demand on the public transport system and infrastructure is increasing due to higher population
and the need to continue to support economic growth. The higher patronage resulted in
increased fare revenue being collected. A number of new and extended contracts were issued
to continue essential public transport services across Queensland.

Good coordination across agencies fast-tracked the recovery effort from the severe weather
event that occurred across parts of north and far north Queensland.

The state is investing in several large projects in road, rail and port infrastructure to meet the
growing demand on the transport network. Due to their size and complexity, governance
arrangements and monitoring processes will play a critical role in the successful delivery of
these projects.

Strong governance arrangements and monitoring can enable effective coordination between
agencies and external private sector partners to ensure risks are appropriately managed and
shared outcomes are realised.

The overall sustainability of the sector remains stable.



Transport: 2018-19 results of financial audits (Report 5: 2019-20)

Actions for entities

Assess major infrastructure governance

Entities should continue to assess whether governance arrangements are ensuring major
infrastructure projects achieve their objectives.

Ongoing assessments of governance frameworks are needed to ensure risks are managed
effectively. Coordination mechanisms and performance monitoring systems need to be able to
assign responsibility clearly and accurately report emerging risks and issues relating to
timeliness, cost, quality, and scope during the delivery of major infrastructure projects.

Given the complexities, entities should ensure enough resources are available to manage how
agencies and external partners communicate and work together.

Secure employee and supplier information

Entities must verify changes to employee and supplier bank account details through sources
independent of the change request.

Entities need to secure information systems to prevent unauthorised access that may result in
fraud or error. Security measures could include encryption of information, restriction of user
access, regular monitoring by management, and appropriate segregation of duties.

We encourage entities to explore a controls monitoring solution to bring in real-time data on key
financial processes. This will enable stakeholders (such as management, or those charged with
governance) to identify exceptions that need to be managed, have ongoing oversight across
several different control activities and make real-time decisions to address important issues or
risks.

Deliver timely asset valuations

Entities should continue to ensure enough resources are allocated to complete and deliver
asset valuation models and to ensure assumptions underlying asset valuations are
appropriately supported.

Resolve major accounting issues early

We continue to encourage entities to ensure major accounting issues are resolved early to
assist with preparing high quality and timely financial statements.
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1. Overview of entities in this
sector

Figure 1A
Key entities in the Queensland transport sector

The department is responsible for
DEPARTMENT OF policy, planning and investment,
TRAMNSPORT AMD infrastructure management, customer
MAIN ROADS service, safety, and regulation. It also
oversees the transport sector.

Transport partners in local
government and private enterprise
provide buses, ferries, taxis, and
other transport services.

CUSTOMERS

GEMNERAL PUBLIC
COMMERCIAL

TRANSPORT
PARTNERS

BUSINESS

entities provide passenger
transport, commercial rail services
and build new rail infrastructure.

Ports provide cargo handling
services, and import and export
infrastructure supporting the
shipping industry.

Notes: Port entities include Gladstone Ports Corporation Limited (GPC), North Queensland Bulk Ports Limited (NQBP),
Port of Townsville Limited (POTL), and Far North Queensland Ports Corporation Limited (Ports North). Queensland Rail
is the statutory body and includes Queensland Rail Limited.

Source: Compiled by the Queensland Audit Office.
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2. Results of our audits

This chapter delivers an overview of our audit opinions for each entity in the transport sector
and evaluates the timeliness and quality of their financial reporting. It also provides conclusions

on our areas of audit focus.

Chapter snapshot

7 unmodified opinions
financial statements of all entities are reliable

7 prepared in a timely manner
A 2from 2018

5 7 made no adjustments to draft statements
of I A 2from2018

All entities
have taken appropriate action to understand new accounting requirements

3 recommendations
to strengthen internal 1 significant risk issue
controls relating to employee bank
account changes

areas of recommended

audit focus action points
¢ Resolve major

¢ Asset valuation and
accounting issues early

impairment assessment
¢ Deliver timely asset

e Management override
valuations

of controls
e Secure employee and

¢ Implementation of new
supplier information

accounting standards
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Chapter summary

As with last year, we focused on how transport entities use complex models to measure their
assets. We also assessed how progressed the entities were at implementing the new
accounting standards for revenue and leases.

We have made 30 recommendations to strengthen internal controls.

All seven transport sector entities received unmodified opinions in 2018-19, meaning their
financial statements present a true and fair view of their financial position and performance.

Audit opinion results

We issued unmodified audit opinions for all transport entities. Readers can rely on the results in
the audited financial statements. All entities also met their legislated timeframes for finalising
their financial reports. The audit opinions we issued are provided in Appendix C.

We express an unmodified opinion when the financial statements are prepared in accordance
with the relevant legislative requirements and Australian accounting standards.

Entities not preparing financial statements

Not all Queensland public sector transport entities produce financial statements. The full list of
entities not preparing financial statements and the reasons are provided in Appendix D.

Effectiveness of financial statement preparation

Transport entities used good quality processes to prepare their financial reports and presented
timely and accurate draft financial statements for audit.

Figure 2A shows the summary of our assessment of transport entities’ financial statement
preparation processes.

Figure 2A
Effectiveness of financial statement preparation

Year end processes Timeliness Quality

50f7

fully
implemented

All entities

timely

v 1 entity A 2 entities A 2 entities
compared to 2018 compared to 2018 compared to 2018

Source: Compiled by Queensland Audit Office.
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Agencies are implementing improved processes to bring forward aspects of their financial
statement preparation. These include resolving known accounting issues and preparing
complete pro forma financial statements. Agencies in the sector could still improve year end
processes by completing asset valuations earlier.

As these processes continue to mature, entities will be able to complete their financial
statements earlier. This will give them more time to prepare and review annual reports and
other certifications.

Overall, the quality of financial statements is improving in the transport sector. The results of our
assessment for each entity and our assessment criteria are outlined in Appendix E.

Action for transport entities
Resolve major accounting issues early

@ We recommend entities continue to ensure major accounting issues are resolved early.

Financial reporting maturity model

We are developing a new reporting tool for assessing financial statement preparation—the
financial reporting maturity model. This model will allow for an assessment of public sector
entities’ processes for preparing financial reports, which can be adapted for entities of different
sizes and circumstances.

We will include a self-assessment tool to help entities evaluate themselves against their
expected maturity level and highlight improvement areas.

Areas of audit focus

We focus on areas with a higher risk of fraud or error in the financial statements. Risk increases
when there is a higher degree of complexity or subjectivity, or when there are significant
changes or developments. In the transport sector, these areas of focus were:

e asset valuations and impairment assessments
e management override of controls (departures from internal controls)

e implementation of new accounting standards.

Asset valuation and impairment assessments

All entities use complex models to estimate the value of their assets. These models are based
on assumptions and can be subjective.

The transport sector has $78 billion of property, plant and equipment that is subject to
revaluation or impairment.

We concluded that readers can rely on the asset valuations and impairment assessments
reported in each entities’ financial statements. For each entity, we assessed the:

e adequacy of management’s annual review of the valuation process
e appropriateness of the valuation and impairment assessment methodology applied
e competence, capability, and objectivity of the experts used

e assumptions used in the process.
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Action for transport entities
Deliver timely asset valuations
R The sector continues to improve its completion and delivery of these models. The

Department of Transport and Main Roads continues to lead in the early completion of asset
valuations.

We recommend entities continue to ensure:
e enough resources are allocated to complete and deliver asset valuation models

e assumptions underlying asset valuations are appropriately supported.

Management override of controls

Management override refers to the departure from internal controls to commit fraud or influence
a result or omission in the financial statements. We assess this risk on all audits.

An organisation’s culture can influence the susceptibility to management override. It can occur
at all levels. The level of oversight, style of management and attitude towards maintaining
appropriate systems of internal controls can affect how we design an audit.

Where relevant, we:
e evaluate key controls over financial information preparation and fraud prevention
e assess transactions with related parties (arm’s length)

e assess assumptions used in material estimates and one-off items for potential management
bias.

We also used data analysis to identify risk areas and included unpredictable audit procedures in
our audit programs. We provided continuous reporting on our results of testing to audit
committees. We did not identify any areas of concern regarding management override of
controls.

Management override continues to be an area of focus due to the potential of significant
financial and reputational impact when things go wrong. Effective oversight functions that work
together can help reduce the risk of management override.

Oversight function

It is becoming increasingly important for entities to have a strong value system and a culture of
ethical financial reporting, due to the ability to override controls or to influence others to
perpetrate or conceal a fraud.

Figure 2B shows the key elements of the oversight function, which include those charged with
governance, internal audit and independent auditors.
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Figure 2B
Key elements of oversight functions
Those charged with Internal audit Independent auditors
governance

23 Q)

d B
Challenge management Evaluate the effectiveness of Obijectively report improvement

approaches and set the tone controls and compliance with opportunities

internal processes

Source: Compiled by Queensland Audit Office.

Although management is responsible for evaluating fraud risk and developing anti-fraud
programs, it is the responsibility of the board of directors and/or audit committees to assess and
challenge the adequacy of management’s risk assessment and response. Active oversight can
help to reinforce a culture with zero tolerance for fraud.

It is important that policies, procedures and limits of authority are clear and understood. The
tone at the top and from management should demonstrate a commitment to adherence of
controls and doing things the right way. It should also encourage employees to report concerns
about actual or suspected unethical behaviour.

Internal audit functions also assist the oversight function by evaluating the effectiveness of
control systems. The use of data analytics by internal audit is an effective way to detect fraud or
unusual anomalies that warrant further scrutiny. Some methods include transaction monitoring,
exception reporting and analysis to detect particular types of fraud.

Independent auditors can also help by providing an assessment of the entity’s process for
identifying, assessing, and responding to the risks of fraud. An open dialogue with independent
auditors can contribute to strengthening the system of internal controls, and reduce exposure to
fraud and misappropriation of assets.

The responsibility for preventing, detecting and responding to fraud or unethical behaviour lies
with all employees. This must be led from the top by ensuring a culture and environment that
promotes honesty and ethical behaviour.

Implementation of new accounting standards
AASB 16 Leases

This accounting standard will introduce a single lease accounting model in 2019-20. The
estimated impact on the transport sector is shown in Figure 2C.

Figure 2C
Transport sector initial impact assessment—AASB 16 Leases

Estimated financial impact

Q Profit profile (lower in 4 Assets ($90.1 million) 4 Operating and financing
earlier years of the lease) and liabilities ($101.1 million)  cash outflows

Source: Compiled by Queensland Audit Office.
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Determining whether a contract meets the definition of a lease is complex. Judgement is
required to assess who has the right to control the asset.

The New Generation Rollingstock (NGR) train fleet is an example of an arrangement between
transport sector entities that was assessed against the new standard. Queensland Rail operates
the NGR train fleet on behalf of the Department of Transport and Main Roads. When we
assessed the arrangement against the AASB 16 standard, the department receives the
economic benefits and directs the use of these assets. As a result, the arrangement does not
fall within the scope of the standard for Queensland Rail and continues to be recognised as a
service contract with the department.

AASB 1059 Service Concession Arrangements: Grantors

This accounting standard will introduce new requirements for public sector entities in
recognising assets and liabilities. The aim of the standard is to provide greater transparency
about the costs and future obligations of service concession arrangements (where a public
sector entity has a contract with a private operator to develop, upgrade, operate, or maintain
infrastructure assets).

The standard will come into effect for the 2020-21 financial reporting period. The estimated
impact on the transport sector is shown in Figure 2D.

Figure 2D
Transport sector initial impact assessment—AASB 1059 Service Concession
Arrangement: Grantors

Estimated financial Impact

Q Forward estimates 4 Assets ($4 billion) and QChanging the timing of
liabilities ($3 billion) operating and financing cash
flows

Source: Compiled by Queensland Audit Office.

Public—private partnerships (PPPs) are long-term, complex contracts where both the public and
private sectors have an interest in the underlying infrastructure. Within the transport sector, the
AirportLink, Gateway and Logan Motorways are examples of PPPs that are operated and
maintained on behalf of the state by a private sector operator. In return, the private sector
operator is compensated by collecting road tolls from the public.

Determining if a PPP is a service concession arrangement can be complex. A significant
amount of judgement is required to evaluate the terms of the arrangements to determine who
controls the asset.

The $5.4 billion Cross River Rail project for the construction of tunnels, stations and
development works packages is a recent example of a PPP in the transport sector. While the
project will be delivered in partnership with the private sector, the control of the service
concession asset rests with Cross River Rail Delivery Authority. As a result, the arrangement
did not fall within the scope of the standard and the project continues to be recognised as a
construction contract by the Cross River Rail Delivery Authority.

Internal controls

We assess whether the systems and processes (internal controls) that entities use to prepare
financial statements are reliable. We report any deficiencies in the design or operation of those
internal controls to management for their action. The deficiencies are rated as either significant
deficiencies (those of higher risk that require immediate action by management) or deficiencies
(those of lower risk that can be corrected over time).
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Overall, to the extent that we tested them, we found that the internal controls transport entities
have in place to ensure reliable financial reporting are generally effective but can be improved.

Management is working to resolve the deficiencies identified in 2018-19.

|ldentified internal control matters

In 2018-19, we reported one significant deficiency, 13 deficiencies in internal controls and 17
improvement opportunities across the sector. The significant deficiency involved a fraud that
resulted from changes to an employee’s bank account details. The other deficiencies relate to
other business processes.

Significant deficiency—employee information security

There was a payroll fraud at North Queensland Bulk Ports Limited resulting from a phishing
(fraudulent) email. The email requested a change to bank account details that was
subsequently processed and a payment was made to an unauthorised bank account.
Management has strengthened processes for monitoring payroll transactions and reporting,
including approvals for employee information changes. Staff have undertaken additional cyber
security awareness and training.

Actions for transport entities
Secure employee and supplier information

Entities must verify changes to employee and supplier bank account details through sources
independent of the change request.

Entities need to secure information systems to prevent unauthorised access that may result
in fraud or error. Security measures could include:

e encryption of information
e restriction of user access
e regular monitoring by management

e appropriate segregation of duties.

We encourage entities to explore cost-effective technology solutions to monitor real-time
information on internal controls and key financial processes. This will enable stakeholders
(such as management and those charged with governance) to:

o identify exceptions that need to be managed
e have ongoing oversight across different control activities

e make timely decisions to address important issues or risks.
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Control deficiencies and improvement suggestions

We reported a total of 30 deficiencies and improvement opportunities to those charged with
governance. Figure 2E presents the areas in which we identified deficiencies and improvement
opportunities, and the implications for the entities.

Figure 2E
Areas and implications for entities

Areas Implications

Improving
payroll and
procurement
processes

Incorrect processing of transactions,
susceptibility to fraud, and inaccurate
monitoring of costs

Unauthorised users can make
changes in the system and there is
difficulty in establishing accountability
in the system

Securing
information
systems

Information
technology
governance
and policy
frameworks

Inability to demonstrate appropriate
oversight and benefits of strategic
digital and information technology
planning functions

Source: Compiled by Queensland Audit Office.

Management is working to resolve the control deficiencies and is considering the benefits of the
business improvement suggestions.
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3.

Financial performance of
transport sector entities

This chapter analyses the financial position, performance, and sustainability of the seven
transport entities.

Chapter snapshot

o . Reven_ue Assets Investment in key

Delivering, managing, $9 billion $80.6 billion infrastructure

and maintaining a A 3.4%* A6.7%*

connected transport

network

Expenses Liabilities
$8.8 billion $9.2 billion
A6.3%" A4 T%*
Continued investment by
Equity the state goyerrjment, and
$71.4 billion asset valuation increases
: above historical costs

A6.9%"

*Compared to 2017-18.

Source: Compiled by Queensland Audit Office from transport entities’ financial statements.

Chapter summary

The Department of Transport and Main Roads collected more fare revenue this year through
increased fares and patronage of transport services.

The port entities also experienced strong performance during 2018-19. They reported
$97 million in dividend returns to their shareholding minister.

The sector faced natural disaster recovery challenges due to adverse weather events. Strong
cooperation across the agencies has reopened important infrastructure in the state.

Transport entities continue to invest in large-scale infrastructure projects. The successful
delivery of a connected transport network will continue to require strong governance
arrangements and a high level of integration across the respective transport agencies and
private sector partners.
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Understanding financial performance

Operating ratio

The operating ratio is the operating result before tax (revenue less expenses) expressed as a
percentage of total revenue. It measures the extent to which revenue covers operational
expenses.

Operating ratios should be positive over the medium to long term if an entity is to remain
financially sustainable. A negative or low ratio indicates that an entity needs to ensure enough
revenue is generated to fund future operating and capital commitments.

Figure 3A
Operating ratio for transport entities

60%
50%

40%

26.9%
30% 22.6% °

200, 18.9%
0
o 9.6%
° 02% I
0% N _

10% -0.3%
- (J

-20%

-30%
° Not-for-profit For-profit -27.0%
-40%

DTMR CRRDA QR GPC  NQBP POTL  Ports
m2016-17 =2017-18 m2018-19 North

Notes: DTMR—Department of Transport and Main Roads; CRRDA—Cross River Rail Delivery Authority; QR—
Queensland Rail (which is the statutory body and includes Queensland Rail Limited); GPC—Gladstone Ports
Corporation; NQBP—North Queensland Bulk Ports; POTL—Port of Townsville Limited; Ports North—Far North
Queensland Ports Corporation. The larger operating ratio in 2016—17 for Cross River Rail Delivery Authority reflects the
timing of revenue and expenses in the first year of its operations.

Source: Compiled by Queensland Audit Office from transport entities’ financial statements.

Five of the seven transport entities achieved operating profits in 2018-19.

This year, Ports North reported an operating deficit. This was mostly due to a $29.96 million
decrease in property, plant and equipment values reflecting the impact of future capital
expenditure on the Cairns Shipping Development Project to improve access for larger ships.

The Department of Transport and Main Roads recorded an operating deficit of $28 million. Total
income increased by $138 million to $6.144 billion, mostly due to higher revenue from
appropriations to provide funding for bus driver wages and new generation bus contracts for
South East Queensland.

Expenses increased by $373 million to $6.173 billion, due to increased payments for rail
operator services and non-capital works relating to the construction of a Toowoomba Second
Range Crossing project.
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Keeping Queenslanders moving

Rising demand for public transport

Demand for public transport services continues to rise in Queensland. Higher population and
rising patronage drive this growth. This year, the Gold Coast Light Rail Stage 2 was also in
operation for the full year, which led to higher rail patronage. Buses and rail continue to be the
most used modes of transport.

Figure 3B
Movement in fare revenue and passenger journeys by transport mode
Bus Rail Ferries Total
&,
A O | 4
A © |4
ey = 2 i
Passenger journeys Passenger journeys Passenger journeys Passenger journeys
117 million 66 million 7 million 190 million
A3% A 6% V4% A4%
Fare revenue Fare revenue Fare revenue Fare revenue
$171 million $178 million $12 million $361 million
A 3% A7% A1% A5%

Source: Compiled by Queensland Audit Office from the Department of Transport and Main Roads
passenger reports.

The Department of Transport and Main Roads collects fare revenue through its TransLink
division. Total revenue collected increased mostly due to higher patronage and in part due to
the annual increase in fares based on the Brisbane Consumer Price Index of 1.8 per cent.

TransLink is also responsible for improving the customer experience. The continuing rise in
patronage can increase pressure in meeting customer needs, but in fact, customer complaints
are reducing. This year, TransLink received 2.17 complaints per 10,000 trips, which is within the
service standard target of three complaints per 10,000 trips.

Transport service contracts—continuing and expanding

The public transport system is supported by partnerships with government owned corporations,
local governments, and private enterprise.

This year, the transport service contract between the Department of Transport and Main Roads
and Queensland Rail increased by $132 million (eight per cent) to $1.778 billion. Under this
contract, Queensland Rail receives periodic payments for the delivery of train services,
maintenance of infrastructure, and improvements to the safety, capacity, and efficiency of the
network.

Expenses for buses, ferries, and other transport services increased by $16 million (two per cent)
to $845 million. The department extended and executed several new generation bus contracts
in south east and regional Queensland. These extensions enable the continuation of vital bus
services across Queensland.

The road forward

The State of Queensland owns and maintains approximately 33,369 kilometres of major roads,
regional roads, and district roads. The number of motor vehicle registrations increased by
1.9 per cent to 5.37 million.
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The Department of Transport and Main Roads administers resources and activities on behalf of
the State of Queensland. The activities include the collection of vehicle registrations, fines,
penalties, and other transport-related fees and charges.

Figure 3C
Road revenue, maintenance, and capital expenditure

Administered revenue Maintenance of Capital additions Capital replenishment
including vehicle transport network excluding leased ratio excluding
registrations assets leased assets
= G = |~
$2.669 billion $954 million $2.664 billion 242%
A5% ¥ -0.3% A10.7% A3.9%

Source: Compiled by Queensland Audit Office.

The demand on road infrastructure is growing. The capital replenishment ratio shows that for
every $1 of depreciation, the Department of Transport and Main Roads is investing $2.42 to
upgrade or expand the state-controlled road network and associated assets.

Maintenance on the transport network includes costs associated with the bus, light rail, cycling
and marine infrastructure. Since 2015-16, the annual spending on maintenance has
significantly increased from $646 million to $954 million to improve road safety, freight
productivity and whole-of-life cost.

The capital replenishment ratio is a measure of investing sustainability. This ratio compares the
purchases of property, plant and equipment to annual depreciation expense.

A ratio of greater than 100 per cent may suggest an expanding asset base. This means assets are
being added, replaced or renewed at a greater rate than they are being depreciated. A ratio of less
than 100 per cent may indicate that the size or condition of the overall asset base is diminishing.

Each year, the Queensland Transport and Roads Investment Program is updated to detail the
transport and road infrastructure projects to be delivered over the next four years.
Approximately $23 billion of investment is planned up to 30 June 2023. As well as road
infrastructure, the plan includes projects for railways, bus infrastructure, cycleways, and
maritime and other transport-related infrastructure.

Major road network projects in 2019-20 include upgrades to the Bruce Highway from Brisbane
to Gympie, Ayr to Townsville, and Innisfail to Cairns. The Pacific Highway and Warrego
Highway will also receive upgrades at various locations.

The upcoming infrastructure program focuses on building and maintaining regional
infrastructure, reducing congestion, and building a network that will meet future demands.
Natural disaster recovery—Mount Isa Line, transport, and freight networks

The Mount Isa rail line is a 1,032 km system. It starts 10 km south of Townsville and heads west
out to Mount Isa, servicing several communities along the line through passenger transport and
the conveyance of general freight and minerals.

On 25 January 2019, severe storms impacted parts of north and far north Queensland. In a
13-day period up until 8 February, Townsville recorded approximately 1,400 mm of rain.
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Figure 3D below shows the timeline for the natural disaster recovery and the effects the closure
of the Mount Isa Line had on user charges revenue collected at the Port of Townsuville.

Figure 3D
Natural disaster recovery timeline—Mount Isa Line

25 Jan to 14 Feb—north } QR spends approximately ™. 29 April—Mount Isa Line
and far north Queensland $53 million on recovery reopens and trade .
monsoon trough (natural program volumes increase during
disaster event) June

Dec Jan Feb Mar Apr May Jun
14

12

10

C N —

$ millions

= PQOTL user charges revenue

Note: POTL—Port of Townsville Limited; QR—Queensland Rail.
Source: Compiled by Queensland Audit Office.

The floods significantly damaged the Mount Isa rail line, and multiple sections were washed
away. This resulted in lower user charges revenue collected by the Port of Townsville over the
period the track was closed. The line was reopened in June, with Queensland Rail facilitating
extra runs to assist with moving additional product delayed by the extended closure.

The recovery effort led by Queensland Rail was fast-tracked with the cooperation of the
Department of Transport and Main Roads and the Department of Housing and Public Works.
The 12-week recovery operation is a good example of commitment to disaster recovery and of
how effective planning and cooperation can reconnect the state and reopen areas for business.

The unprecedented disaster events in the state this year also affected the wider road network.
With more than one-third of the state road network impacted, the Department of Transport and
Main Roads spent $33 million on rectification works to reconnect disaster affected communities.
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Supporting the regional economy

Increasing port trade

Government owned port corporations play an important role in growing our economy in
Queensland. They connect our people and towns and support regional industries in the trade of
minerals, agriculture, and other exports. These corporations are responsible for managing 19 of
the 21 ports along the Queensland coastline.

Figure 3E
Important metrics in the port sector

Metrics GPC NQBP POTL Ports North
Import and export Tonne 124.8 177.5 7.7 7.2
throughput (millions) A3.8% ¥-5.4% A4.6% A41.1%
. 1,941 2,235 624 2,572
Volume activity Vessels to port A,1.6% A,2.2% A1.8% A4B.2%
Sugar,
Coal, LNG, petroleum, Silica sand, sugar,

bauxite, alumina, Coal, bauxite, fertiliser, zinc, general cargo,

Key trade ’
diti caustic soda, petroleum and general cargo, petroleum,
commodities cement and sugar copper, bauxite, molasses,
petroleum molasses and and magnetite
cement
Employment Full-time 719 126 143 70
equivalent ¥-1.1% A41% A11.0% v-2.8%
Vessel income $435 $95 $63 $45
(millions) A73% A14.6% A2.7% V-7.9%
Income Towl
noome $476 $133 $80 $62
(millions) v-1.5% A18.3% A4.0% ¥-17.1%
Capital
. additions this $64 $9 $19 $32
Major budgeted year (in A72.8% A5.8% A4 7% A2,2155%
infrastructure millions)
investment 2020 capital
budget (in $116 $21 $124 $76
millions)

Notes: GPC—Gladstone Ports Corporation; NQBP—North Queensland Bulk Ports; POTL—Port of Townsville Limited;
Ports North—Far North Queensland Ports Corporation; LNG—Liquefied natural gas.

Source: Compiled by Queensland Audit Office from the transport sector annual reports and The State of
Queensland (Queensland Treasury) - 2019-20 Queensland Budget.

The ports generate income from various facilities and infrastructure services. The vessel income
earned is dependent on the number of vessel movements, size of the vessels, the time they
spend at the port, services provided, and weight of the goods loaded or unloaded from the
vessel.

The ports performed strongly during 2018—19. North Queensland Bulk Ports and Port of
Townsville both recorded stronger vessel income.

Vessel income for Gladstone Ports Corporation grew by seven per cent to $435 million due to
increased exports in coal and liquefied natural gas. Total income decreased to $476 million due
to lower recoverable works and fair value gains on property, plant and equipment recorded as
income.
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The trade volumes at Ports North were higher for sugar exports and petroleum imports. This
was offset by lower cargo volumes, which led to a decline in vessel income. Total income at
Ports North also declined due to lower fair value gains on investment properties and gains on
property, plant and equipment recorded as income.

Major investments are being made to increase the capacity of the port sector across
Queensland. This investment aims to meet increasing demand in the future, cater for changes
in shipping vessels, and facilitate the growth of the broader regional economy. The size and
timing of the funding provided can have an impact on the returns to government from port
entities.

Returns to government from port entities

The port entities provide critical infrastructure and services to the state. They also provide
returns to the Queensland Government through dividends and tax equivalents.

Dividends are a portion of a statutory body’s or government owned corporation’s profits that it
pays to its shareholders.

Tax equivalents are paid by government owned corporations to the state government to
ensure competitive neutrality with other business in the industry.

Competitive neutrality is the policy that a public sector business, or agency, should not have
a competitive advantage (or disadvantage) over the private sector solely due to their
government ownership.

Figure 3F
Port entities’ returns to the state government

Net return
Tax equivalents
to the state ‘

$43 million
$36 million VY 66%*

$97mi|lion v 19%*
'$90 million AT

Nil*

Dividends ‘

Share capital
issued A

*Compared to 2017-18.

Notes: Port entities include Gladstone Ports Corporation Limited (GPC), North Queensland Bulk Ports Limited (NQBP),
Port of Townsville Limited (POTL), and Far North Queensland Ports Corporation Limited (Ports North).

Source: Compiled by Queensland Audit Office from transport entities’ financial statements.
The Queensland Government provided $90 million in funding for infrastructure through the issue
of share capital for the Port of Townsville and Ports North (nil in 2017-18).

Net returns can be temporarily impacted by the timing of cash inflows and outflows arising from
major capital expenditure. This can occur on major project investments such as dredging works.

Ports North had an operating loss, mostly driven by a $29.96 million decrease in the valuation of
property, plant and equipment that impacted profit, and was not required to pay a dividend.

Despite these factors, the port entities’ net return to the state from dividends and tax equivalents
was $43 million.
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Understanding financial position

In 2018-19, total assets and liabilities increased by $5 billion (6.2 per cent) and $410 million
(4.4 per cent) respectively.

The main drivers in total assets and liabilities during the year were the following movements at
the Department of Transport and Main Roads:

e capital additions of $4.2 billion towards infrastructure assets due to new road asset additions,
such as upgrades to the Bruce and Warrego Highways and the opening of the Toowoomba
Second Range Crossing

o transferred assets of $481.3 million associated with the Moreton Bay Rail Link to
Queensland Rail as part of its continued provision of CityTrain and City Network Services

¢ increase of $452 million in lease liabilities to fund the addition of 35 New Generation
Rollingstock train sets and the opening of the Toowoomba Second Range Crossing

o transferred borrowings of $632.2 million to Queensland Treasury as part of the wider state
government fiscal strategy and borrowing program.

Other factors impacting on total assets and liabilities across the transport entities were capital
additions of $560 million towards rail infrastructure assets and station upgrades, and new
borrowings of $46 million at Queensland Rail.

Future challenges and emerging risks

Delivering major transport infrastructure

Several transport projects are under development to address South East Queensland’s rising
population and the resultant pressure on the transport network. One of the key projects being
undertaken is the Cross River Rail project.

This project includes 10.2 km of new rail line, including 5.9 km under the Brisbane River and
Brisbane central business district (CBD). The project will deliver four new underground stations,
upgrades to existing stations, and other rail network enhancements to improve the frequency of
train services in the CBD.

The project will be funded through a combination of state contributions ($5.409 billion) and
private finance contributions ($1.479 billion).

The delivery of the complex construction works will be managed by multiple agencies (Cross
River Rail Delivery Authority (CRRDA), Department of Transport and Main Roads (DTMR), and
Queensland Rail) in partnership with the private sector.

The project has started early works and procurement activities. The construction works involve
significant integration between major contracts for design, construction, civil engineering,
signalling, and mechanical and electrical works.

The preferred consortia for the three major contracts were announced in April 2019. The three
major infrastructure packages of work include:

e the Tunnel, Stations and Development (TSD) public—private partnership (PPP)
¢ the Rail, Integration and Systems (RIS) alliance
e the European Train Control System (ETCS) contract.

The TSD is the largest work package. The TSD PPP will incorporate a concessionary period of
five years of construction services, followed by 25 years of final acceptance and maintenance
services. The tunnel work is planned to commence in 2019-20.
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Public—private partnerships (PPPs) are cooperative agreements generally entered into with
private sector entities for the delivery of government services.

Concessionary periods are specified periods a service will be provided by the private sector.

The use of PPPs can provide benefits to the public sector, such as access to specialist
expertise and innovation. These arrangements can also bring risks, such as diminished central
oversight and coordination, particularly if government agencies and external partners are
responsible for shared outcomes.

The size and complexity of the project requires continued governance and oversight to ensure
the project is delivered on time and on budget, and complies with all safety and other relevant
standards and regulations.

Action for transport entities

Governance over major infrastructure projects

Good governance is critical to any organisation or project. It ensures it efficiently achieves its
objectives and manages risk. It also helps ensure accountability and effective decision-making. Strong
governance is particularly critical in order to ensure large-scale infrastructure projects that involve
multiple agencies are effectively managed in terms of time, budget, quality, and scope.

We encourage entities to continue to assess their governance frameworks to ensure:
@ e risk assessments align across all agencies and external partners to reduce risk

management gaps, misalignment of assumed risk owners, overlapping responsibilities, or
inappropriate management of risks

FEY I robust coordination mechanisms are in place across all levels of government and external
- project partners to ensure roles and responsibilities are clear

[2] e enough resources have been allocated to manage the number and complexity of how
©-0 agencies and external partners communicate and work together
”l—_| e performance monitoring systems are suitably designed to identify and report issues

relating to timeliness, cost, quality, and scope during the project delivery.

As infrastructure programs develop, consideration should be given to lessons learned from
other past projects, to better inform the planning and execution of current and future programs.

Lessons learned from other major infrastructure projects

The scope, scale and complexity of major infrastructure projects can make for significant
challenges in the public sector. The wider learnings from the delivery of other major
infrastructure projects both locally and internationally highlight recommendations in governance
arrangements, cost monitoring and project timeframes.

Figure 3G
Challenges in delivery programs

Governance Cost Time
9o
-
G
Strong governance Continued monitoring of cost Key stakeholder integration and
arrangements and benefit realisation coordination

Source: Compiled by Queensland Audit Office.
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To ensure the delivery of projects is well managed, governance arrangements need to be
responsive to risks and flexible to changing work programs. This includes formalising
governance arrangements for the transition from construction to operational phases. Central
agencies can also enhance governance arrangements by providing useful advice on the costs
and benefits of all strategic project options throughout the infrastructure life cycle.

Unexpected cost increases have been a challenge on projects and have placed pressure on
budgets and wider project contingency funds. To make effective decisions and manage budgets
effectively, cost estimates should be updated to reflect the latest data and assumptions. This
includes resetting costs for changes in the project timetable or scope of works.

Maijor infrastructure projects have complex program schedules where a body of work is
dependent on the successful completion of other work programs. These programs might be
undertaken by several independent contractors. To better manage multiple work programs and
to minimise costs from delays, formal contractual integration and coordination between
contractors should be implemented and monitored to track progress.

Time pressures and fixed completion dates can have a significant impact on costs. This can
also lead to compressed timeframes and impact project delivery outcomes.

The successful delivery of major infrastructure should be measured against the parameters of
time, cost and quality. These success factors are interrelated, and all need to be managed
effectively during the project life cycle to ensure the best possible outcomes are achieved.
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Full responses from agencies

As mandated in Section 64 of the Auditor-General Act 2009, the Queensland Audit Office gave
a copy of this report with a request for comments to the:

Premier and Minister for Trade

Deputy Premier, Treasurer and Minister for Aboriginal and Torres Strait Islander
Partnerships

Minister for Transport and Main Roads

Minister for Innovation and Tourism Industry Development and Minister for Cross River Rail
Heads of the following entities

- Department of Transport and Main Roads (DTMR)

- Queensland Rail Group including Queensland Rail (QR) and Queensland Rail Limited
(QRL)

- Cross River Rail Delivery Authority (CRRDA)

- Gladstone Ports Corporation Limited (GPC)

- North Queensland Bulk Ports Corporation Limited (NQBP)

- Port of Townsville Limited (POTL)

- Far North Queensland Ports Corporation Limited (trading as Ports North)

Under Treasurer, Queensland Treasury.

This appendix contains the formal responses we received.

The heads of these agencies are responsible for the accuracy, fairness, and balance of their
comments.
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Comments received from Director-General,
Department of Transport and Main Roads

Qeesland
Government

Office of the
Director-General

Our ref: DG37311 Department of .
Transport and Main Roads

22 0CT 201

Mr Brendan Worrall
Auditor-General
Queensland Audit Office
PO Box 15396

CITY EAST QLD 4002

Dear Mr W{rra |

Thank you for your email of 8 October 2019 about your proposed report to Parliament titled
Transport: 2018—19 results of financial audits.

| note you also wrote to the Honourable Mark Bailey MP, Minister for Transport and Main
Roads, about the same matter.

The Cross River Rail Delivery Authority (CRRDA) has been included in the scope of your
2018-19 report, and | understand that Queensland Rail, CRRDA and the port entities have
also been given the opportunity to comment on your proposed report.

It is pleasing to see that unmodified audit opinions were provided on the 2018-19 financial
statements for each of the transport entities and that the Department of Transport and Main
Roads (TMR) continues to lead in the early completion of asset valuations.

A key objective for the Queensland Government is ensuring that government-owned
enterprises operate as efficiently as possible and can adapt to changing market conditions.
In this regard, the report notes that the ports entities reported a $97 million dividend despite
facing natural disaster recovery challenges due to adverse weather events.

The performance, sustainability and internal control environments of the port entities will
continue to be monitored by the Government to ensure continued improvement, prudent
investment and the delivery of effective and efficient transport services.

Officers from TMR will continue to work with Queensland Rail, CRRDA and the port entities
to support their strategic financial management and continued improvement in their
financial reporting.

Specific minor feedback on your report as it relates to TMR, has been provided directly to
Mr Vaughan Stemmett of your office.

1 William Street Brisbane Telephone +61 7 3066 7316
GPO Box 1549 Brisbane Facsimile +61 7 3066 7122
Queensland 4001 Australia Website  www.tmr.qld.gov.au

ABN 39 407 690 291




Transport: 2018-19 results of financial audits (Report 5: 2019-20)

The positive working relationship between officers from TMR and QAQ is welcomed and
has contributed to a cooperative and efficient financial statements process in 2018—19.
I look forward to continuing and enhancing this relationship in 2019-20.

If your officers require further information, | encourage them to contact Mr John Mullin,
Director (Financial Accounting), TMR, by email at or
telephone

| trust this information is of assistance and look forward to receiving your final report.

Yours sincerely

Ned Saalea
Neil Scales

Diector-General
Department of Transport and Main Roads
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B.

Legislative context

Frameworks

Transport entities prepare their financial statements in accordance with the following legislative
frameworks and reporting deadlines.

Figure B1
Legislative frameworks for the transport sector
Entity type Entity Legislative framework Legislated
deadline
Departmentand ¢ Department of e Financial Accountability Act 31 August 2019
statutory Transport and Main 2009
body/authority Roads e Finance and Performance
e Cross River Rail Management Standard
Delivery Authority 2009
¢ Queensland Rail
Wholly owned ¢ Queensland Rail e Corporations Act 2001 31 August 2019
subsidiary of a Limited ¢ Corporations Regulations
statutory body 2001
Government e Far North e Government Owned 31 August 2019
owned Queensland Ports Corporations Act 1993
corporations Corporation Limited e Corporations Act 2001
(GOC) ¢ Gladstone Ports e Corporations Regulations
Corporation Limited 2001

e North Queensland
Bulk Ports Limited

e Port of Townsville
Limited

Source: Queensland Audit Office.

Accountability requirements

The Financial Accountability Act 2009, which applies to the Department of Transport and Main
Roads, Cross River Rail Delivery Authority, and Queensland Rail, requires the department and
statutory bodies/authorities to:

e establish and keep funds and accounts that comply with the prescribed requirements
e establish and maintain appropriate systems of internal control and risk management

e achieve reasonable value for money by ensuring the operations of the department or
statutory body are carried out efficiently, effectively, and economically.
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The Government Owned Corporations Act 1993, which applies to the four port entities,
establishes four key principles for government owned corporations covering:

e clarity of objectives
¢ management autonomy and authority
¢ strict accountability for performance

e competitive neutrality.

Queensland state government financial statements

Each year, Queensland state public sector entities must table their audited financial statements
in parliament.

These financial statements are used by a broad range of parties including parliamentarians,
taxpayers, employees, and users of government services. For these statements to be useful,
the information reported must be relevant and accurate.

The Auditor-General's audit opinion on these entities' financial statements assures users that
the statements are accurate and in accordance with relevant legislative requirements.

We express an unmodified opinion when the financial statements are prepared in accordance
with the relevant legislative requirements and Australian accounting standards. We modify our
audit opinion when financial statements do not comply with the relevant legislative requirements
and Australian accounting standards and are not accurate and reliable.

Sometimes we include an emphasis of matter in our audit reports to highlight an issue that will
help users better understand the financial statements. It does not change the audit opinion.
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C. Audit opinions for entities

preparing financial reports

The following table details the types of audit opinions we issued in the 2018—19 financial year,
in accordance with Australian auditing standards.

Figure C1
Audit opinion results

Entity type Entity Date audit Type of audit
opinion opinion issued
issued

Department Department of Transport and Main Roads 26.08.2019 Unmodified
Statutory Cross River Rail Delivery Authority 21.08.2019 Unmodified
body/authority
Queensland Rail 29.08.2019 Unmodified
Wholly owned Queensland Rail Limited 29.08.2019 Unmodified
subsidiary of a
statutory body
Government Gladstone Ports Corporation Limited 29.08.2019 Unmodified
owned
corporations North Queensland Bulk Ports Limited 27.08.2019 Unmodified
(GOC)
Port of Townsville Limited 21.08.2019 Unmodified
Far North Queensland Ports Corporation 27.08.2019 Unmodified

Limited (Ports North)

Source: Queensland Audit Office.

Figure C2

Other audit certifications for special purpose financial reports

Entity Certification Date audit Type of audit
opinion opinion issued
issued

Department of Interstate Road Transport Act 1985— 20.12.2018 Unmodified
Transport and Statement of Revenue 2017-18
Main Roads
Interstate Road Transport Act 1985— 20.12.2018 Unmodified
Statement of Revenue—Statement of
expenditure 2017-18
Infrastructure Investment Program—~National 20.12.2018 Unmodified
Land Transport Act 2014—Financial statement
201718
Queensland Rail  Below-rail services provided by Queensland 19.12.2018 Unmodified

Limited

Rail 2017-18

Source: Queensland Audit Office.
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Entities not preparing financial
reports

For each state public sector company, other than government owned corporations, the board of
directors considers the requirements of the Corporations Act 2001 to determine whether
financial statements need to be prepared. The board must revisit the assessment every three
years or whenever a significant change occurs.

When entities are part of a group and are secured by a deed of cross guarantee (with other
entities in that group agreeing to cover debts), they are not required to prepare financial
statements. Small companies that meet specific criteria under the Corporations Act 2001 also
do not have to prepare financial statements.

Accordingly, the Auditor-General will not issue audit opinions for the following controlled public
sector entities for the 2018-19 financial year, as they have not produced a financial report.

Figure D1
Transport sector entities not preparing financial reports

Public sector entity Reason for not preparing

financial statements

Controlled entities of Queensland Rail Limited

On Track Insurance Pty Ltd Non-reporting

Controlled entities of Gladstone Ports Corporation Limited

Gladstone Marine Pilot Services Pty Ltd Board of directors’ determination

Gladstone WICET Operations Pty Ltd Dormant

Controlled entities of North Queensland Bulk Ports Limited

Mackay Ports Limited Dormant

Ports Corporation of Queensland Limited Dormant

Source: Queensland Audit Office.
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E. Our assessment of financial
statement preparation

In assessing the effectiveness of financial statement preparation processes, we consider three
components—the year end close process, the timeliness of financial statements, and the quality
of financial statements.

We assess financial statement preparation processes against the following criteria.

Year end close process

State public sector entities should have a robust year end close process to enhance the quality
and timeliness of their financial reporting processes. This year, we assessed processes for year
end financial statement preparation against the following target dates.

Process Target date
Completing non-current asset valuations 30.04.2019
Preparing complete pro forma financial statements 30.04.2019
Resolving known accounting issues 30.04.2019
Completing early close processes and agreed procedures As agreed
Concluding all asset stocktakes 30.06.2019

Note: Non-current assets are long-term investments whose full value will not be realised within a year.

These targets were developed based on advice previously issued by the Queensland Under
Treasurer in 2014 (re-confirmed in 2018) and on better practice identified in other jurisdictions.

Rating scale Assessment criteria—year end close process

® Fully implemented All key processes completed by the target date

Partially implemented Three key process completed within two weeks of the target date

@ Not implemented Less than two key processes completed within two weeks of the target date




Transport: 2018-19 results of financial audits (Report 5: 2019-20)

Timeliness of draft financial statements

We assessed the timeliness of draft financial statements by considering whether entities
prepared the statements according to the timetables set by management—including providing
auditors with the first complete draft of the financial statements by the agreed date.

A complete draft is one that management is ready to sign and in which no material errors or
adjustments are expected. (An error is material if it has the potential to influence the decisions
made by users of the financial statements.)

Rating scale Assessment criteria—timeliness of draft financial statements
® Timely Acceptable draft financial statements received on or prior to the planned date
Generally Acceptable draft financial statements received within two days after the planned date
timely
® Not timely Acceptable draft financial statements received greater than two days after the planned
date

Quality of draft financial statements

We assess the quality of financial statements in terms of adjustments made between the first
draft of the financial statements and the final version we receive—including adjustments to
current year, prior year, and other disclosures. This indicates how effective each entity’s review
of their financial statements is at identifying and correcting errors.

Rating scale Assessment criteria—quality of draft financial statements
® No adjustments No adjustments were required
No significant Immaterial adjustments made to financial statements

adjustments

® Significant Material adjustments made to financial statement
adjustments




Transport: 2018-19 results of financial audits (Report 5: 2019-20)

Results summary

The table below summarises our assessment of the financial statement preparation processes
for the transport sector entities.

Figure E2
Financial statement preparation results

Financial statement preparation

Year end Timeliness of draft Quality of draft
close process financial statements financial
statements

Department of Transport and Main ° ° °
Roads

Queensland Rail ° ° °
Cross River Rail Delivery Authority ° °

Gladstone Ports Corporation Limited ° [ )
North Queensland Bulk Ports Limited L

Port of Townsville Limited ° [ )

Far North Queensland Ports ° °

Corporation Limited

Source: Queensland Audit Office.
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Financial results

Figure F1
For the year ended 30 June 2019

2018-19
(Amounts in $°000)
Entity Total Total Total Total Operating Dividends Finance New Repayment
assets liabilities income expenses result declared costs borrowings of

(excl tax) before tax borrowings

(loss)
DTMR 67,262,349 2,508,073 6,144,435 6,164,190 (28,445) - 104,339 - 11,719
QR 7,808,555 4,504,308 2,107,654 1,905,846 201,808 141,524 174,242 46,448 -
CRRDA 1,013,313 155,141 49,268 49,158 110 - - - -
GPC 2,482,251 1,373,087 476,067 386,325 89,742 73,820 36,289 - 38
NQBP 772,222 383,244 132,560 101,795 22,350 9,900 8,415 - -
POTL 814,220 221,586 80,396 58,785 21,611 13,205 5,548 - -
Ports North 401,204 68,616 61,637 78,256 (16,619) - - - -

Figure F2

For the year ended 30 June 2018

201718
(Amounts in $°000)
Entity Total Total Total Total Operating Dividends Finance New Repayment
assets liabilities income expenses result declared costs borrowings of
(excl tax) before tax borrowings
(loss)

DTMR 63,712,233 2,372,514 6,006,492 5,790,104 216,388 - 95,848 - 67,467
QR 7,180,287 4,357,307 1,969,975 1,800,413 159,562 112,252 183,665 130,000 46,725
CRRDA 171,820 34,758 10,006 10,280 (274) - - - -
GPC 2,666,018 1,415,581 483,104 391,586 91,518 61,945 37,475 - 1,979
NQBP 736,677 364,550 112,072 105,031 7,041 6,000 6,868 10,000 -
POTL 641,791 187,033 77,298 55,041 22,257 15,011 4,632 - 11
Ports North 415,970 72,750 74,350 49,139 25,211 - - - -
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Figure F3
For the year ended 30 June 2017

2016-17
(Amounts in $°000)
Entity Total Total Total Total Operating Dividends Finance New Repayment
assets liabilities income expenses result declared costs borrowings of
(excl tax) before tax borrowings
(loss)

DTMR 67,731,350 2,191,415 5,776,159 5,582,382 193,777 - 97,367 - 84,434
QR 7,055,163 4,227,621 1,882,744 1,740,190 142,584 100,515 183,760 296,725 -
CRRDA* 17,768 9,432 14,092 5,756 8,336 - - - -
GPC 2,391,180 1,067,943 470,856 373,597 97,259 61,037 37,571 317,641 -
NQBP 731,523 359,561 109,173 77,758 31,425 12,350 5,288 110,000 -
POTL 595,331 159,734 69,259 48,097 21,162 - 4,885 38,000 18,371
Ports North 378,618 60,926 53,821 40,598 13,223 - - - -

*CRRDA financial information for the period 14 April 2017 (establishment date) to 30 June 2017.

Note: DTMR—Department of Transport and Main Roads; QR—Queensland Rail; CRRDA—Cross River Rail Delivery
Authority; GPC—Gladstone Ports Corporation; NQBP—North Queensland Bulk Ports; POTL—Port of Townsville
Limited; Ports North—Far North Queensland Ports Corporation.

Source: Compiled by Queensland Audit Office from transport entities’ financial statements.
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G. Glossary

Term Definition

Accountability The responsibility of public sector entities to achieve their objectives of
delivering reliable financial reporting, effective and efficient operations,
compliance with applicable laws, and reports to interested parties.

Appropriations Funding received from parliament to meet an entities service delivery need.
Asset valuation The process of determining the fair value of an asset.
Asset valuation model A system of data and inferences used in the process of determining the fair

value of an asset.

Auditor-General Act 2009  An Act of the State of Queensland that establishes the responsibilities of
the Auditor-General, the operation of the Queensland Audit Office, the
nature and scope of audits to be conducted, and the relationship of the
Auditor-General with parliament.

Australian accounting The rules by which financial statements are prepared in Australia. These

standards standards ensure consistency in measuring and reporting on similar
transactions.

Australian Accounting An Australian Government agency that develops and maintains accounting

Standards Board (AASB) standards applicable to entities in the private and public sectors of the
Australian economy.

Capital expenditure Expenditure to acquire assets or improve the service potential of existing
assets that are capitalised to the balance sheet (which means that the cost
of the assets can be allocated over the years for which the asset will be in
use).

Controlled entities The capacity of an entity to dominate decision-making, directly or indirectly,
in relation to the financial and operating policies of another entity so as to
enable that other entity to operate with it in achieving the objectives of the
controlling entity.

Data analytics Data analytics employs sophisticated software to interrogate transaction
data for known fraud traits or breaches of controls.

Deficiency When internal controls are ineffective or missing, and are unable to
prevent, or detect and correct, misstatements in the financial statements. A
deficiency may also result in non-compliance with policies and applicable
laws and regulations and/or inappropriate use of public resources.

Depreciation The systematic allocation of the value of a fixed asset’s value as an
expense over its expected useful life, to take account of normal usage,
obsolescence, or the passage of time.

Emphasis of matter A paragraph included with an audit opinion to highlight an issue of which
the auditor believes the users of the financial statements need to be aware.
The inclusion of an emphasis of matter paragraph does not modify the
audit opinion.

Equity Equity comprises of state governments returns and investment.
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Term Definition
Fair value The amount for which an asset could be exchanged, or a liability settled,
between knowledgeable, willing parties in an arm’s length transaction.
Impairment When an asset’s carrying amount exceeds the amount that can be

recovered through use or sale of the asset.

Non-current asset

Non-current assets are an entity’s long-term investments, where the full
value will not be realised within the year. These assets are capitalised
rather than expensed, meaning that the cost of the asset can be allocated
over the number of years for which the asset will be in use, instead of
allocating the entire cost to the year in which the asset was purchased.

Phishing

A fraudulent scamming attempt to obtain sensitive information from an end
user (for example, username, passwords, and credit card information). For
example, asking a user to click on a link that results in malicious software
being installed.

Public—private
partnerships (PPP)

Cooperative agreements generally entered into with private sector entities
for the delivery of government services.

Real-time data

The actual time during which a process or event occurs.

Share capital

Consists of all funds raised by an entity to start or expand a business in
exchange for an ownership interest in the entity.

Significant deficiency

A deficiency, or combination of deficiencies, in an internal control that
requires immediate remedial action.

Unmodified audit opinion

An unmodified opinion is expressed when financial statements are
prepared in accordance with the relevant legislative requirements and
Australian accounting standards.

Useful life

The number of years an entity expects to use an asset (not the maximum
period possible for the asset to exist).
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Report cost
This report cost $80,000 to produce.
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