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Financial Guidance Material - Audit Reports

Legal Disclaimer

The Financial Guidance Materials and information (the Materials) are general in nature and
do not constitute legal advice. The Materials are distributed by the State of Queensland
acting through the Department of Housing and Public Works (the department) as an
information source only.

The department has taken care to ensure that the Materials reflect the requirements of the
Retirement Villages Act 1999, Retirement Villages Regulation 2018 and best-known industry
practice. However, you should not rely on them without seeking your own legal advice
regarding the legislative requirements and your circumstances.

To the maximum extent permitted by law, the department:

e makes no statements, representations, or warranties about the accuracy, quality,
context, adequacy, completeness, availability, or suitability for any purpose of any
materials

o disclaims all liability (including without limitation, liability in negligence) for all
expenses, losses, damages, and costs (including consequential or indirect loss or
damage or loss of profits) that you or any other person might incur as a result of the
Materials being in any way inaccurate, out of context, unavailable, not up to date,
inadequate, incomplete, or unsuitable for any purpose.

Version Date Number of Publications
1 June 2025 1
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Overview of amendments to Retirement Villages
Legislation

Amendments made to the Retirement Villages Act 1999 (RV Act) by the Housing Legislation
Amendment Act 2023, which commenced on 5 April 2023, aim to maintain public confidence in the
retirement village industry by enhancing the financial transparency of the operations of retirement
villages and the accountability of retirement village scheme operators (scheme operators). The key
changes:

o Allow for approved forms and additional information prescribed by regulation for financial
documents which include the following under RV Act section 113AA:

o a capital replacement fund budget

o a maintenance reserve fund budget

o ageneral services charge budget

o aquarterly financial statement

o an annual financial statement

o an audit report

o an independent quantity surveyor’s written report.

¢ Give residents and resident committees better access to financial documents. For example,
the scheme operator must provide draft budgets and associated quantity surveyor reports to
residents and resident committees upon written request at least 14 days before the beginning
of a financial year (RV Act section 113AB).

¢ Require operators to provide the independent quantity surveyor reports, annual financial
statements and audit reports to the department and these documents are part of the public
register for retirement villages (RV Act section 35).

e Require operators to:

o Have regard to the quantity surveyors written report for the capital replacement fund
budget.

o Fix the operator's annual capital replacement fund contribution to cover the
necessary and reasonable spending from the fund for the financial year and to
reserve an appropriate proportional share of amounts that need to be accumulated to
meet anticipated major expenditure over at least the next 9 years after the financial
year.

o Pay this annual contribution into the fund each year (RV Act sections 93 and 94).

¢ Mean that a quantity surveyor is a person who holds a member grade, or a fellow grade,
membership with the Australian Institute of Quantity Surveyors or an equivalent grade of
membership with a successor of Australian Institute of Quantity Surveyors (RV Act Schedule

Dictionary).

The Retirement Villages Regulation 2018 (RV Regulation) was amended on 14 June 2024 to provide
more detailed requirements for financial documents.

The requirements for independent quantity surveyor reports apply from 1 July 2024, as these reports
are used to prepare the 2025-26 budgets (and subsequent budgets) for the capital replacement fund
and maintenance reserve fund.

The requirements for village budgets, financial statements and audit reports apply for financial
documents relating to the 2025-26 financial year and subsequent financial years.
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Purpose and Scope of Financial Guidance Material

These guidance materials are for the use and information of retirement village scheme operators,
resident committees and residents in Queensland.

Their purpose is to assist the retirement village industry to comply with the financial reporting
requirements contained in the RV Act and RV Regulation, and to help residents understand what
these financial reporting requirements are. The materials were developed in association with an
independent financial expert and in consultation with industry and resident stakeholder groups.

To align with best-practice, scheme operators should continue to provide the highest level of
disclosure to residents and the department as possible and ensure that material information is
presented in a way that assists residents to have confidence about the transparency and
accountability of village financial operations.

The department may issue updated guidance materials from time to time.

Guidance Material Series

The financial guidance materials have been produced in 4 stages and provide information on
minimum financial reporting requirements, best-known practice, and provide sample templates where
relevant. This publication provides guidance material for Stage 4 which lists the information that must
be included in an audit report for the annual financial statement.

Stages 1, 2, and 3 are published separately and cover quantity surveyor reports and budgets,
quarterly financial statements and annual financial statements.

Audited Annual Financial Statements

At the end of each financial year, a retirement village scheme operator is required to prepare an
annual financial statement which includes information prescribed in the RV Act and the RV
Regulation.

The scheme operator must ensure the statement is audited and an audit report is issued by an
appropriately qualified person in accordance with section 113 (2) of the RV Act.

An appropriately qualified person is any of the following:

o a member of CPA Australia who holds a current public practice certificate issued by CPA Australia

a member of The Institute of Chartered Accountants in Australia who holds a current public
practice certificate issued by the Institute

a member of The Institute of Public Accountants who holds a current public practice certificate
issued by the Institute

a registered company auditor.
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The scheme operator must lodge a copy of the annual financial statement and audit report to the
chief executive within 5 months after the end of each financial year.

Who is the chief executive?

The chief executive is the Director-General of the Department of Housing and Public Works.

Audit Report

The purpose of an audit is to obtain an accurate, reliable and fair independent opinion on the financial
statements of an organisation. They are a key tool in helping stakeholders evaluate an organisation's
financial health and compliance.

Auditors conduct an audit to establish whether the financial statements are fairly presented and are in
accordance with Generally Accepted Accounting Principles (GAAP), as well as complying with the
specific legislative requirements of a particular entity. An audit report must be included as part of the
financial statements.

Section 16F of the RV Regulation prescribes the form of, and the information that must be included in
an audit report, as well as the standards and principles the report must be prepared in accordance
with. An audit report must:

¢ include the information mentioned in Schedule 5B Part 7

e be prepared in accordance with Australian Auditing Standards.

Specific Requirements for Audit Reports - Checklist

An audit report must state whether the auditor considers that:

1. the scheme operator of the retirement village has the capacity, during the next financial year, to
meet the liabilities relating to the retirement village as and when they fall due

2. the annual financial statement has been prepared in accordance with section 113(1) of the RV
Act, including that it states:

« the income and expenditure of the capital replacement fund for the financial year
o the income and expenditure of the maintenance reserve fund for the financial year
o the income and expenditure of the general services charges fund for the financial year

e amounts received for insurance claims relating to the retirement village during the financial
year

e assets and liabilities relating to the retirement village as at the end of the financial year

e interests, mortgages and other charges affecting the retirement village’s property as at the
end of the financial year.

If the auditor considers the annual financial statement is missing an item listed above, then details
of the missing item must be stated.

3. the annual financial statement has been prepared in accordance with section 16D of the RV
Regqulation, which requires:

Retirement Villages Financial Guidance Material Page | 6
Stage 4 Audit Reports


https://www.legislation.qld.gov.au/view/html/inforce/current/sl-2018-0207#sec.16F
https://www.legislation.qld.gov.au/view/html/inforce/current/sl-2018-0207#sch.5B-pt.7
https://standards.auasb.gov.au/australian-auditing-standards
https://www.legislation.qld.gov.au/view/html/inforce/current/act-1999-071#sec.113
https://www.legislation.qld.gov.au/view/html/inforce/current/act-1999-071#sec.113
https://www.legislation.qld.gov.au/view/html/inforce/current/sl-2018-0207#sec.16D
https://www.legislation.qld.gov.au/view/html/inforce/current/sl-2018-0207#sec.16D

Financial Guidance Material - Audit Reports

¢ the financial statement for the capital replacement fund to comply with Schedule 5B part 1, by
having sections for income, expenditure, surplus or deficit, comparisons to the previous
relevant period (financial year) and corresponding budget amount for the relevant period

« the financial statement for the maintenance reserve fund to comply with Schedule 5B part 2,
including by having sections for income, expenditure, surplus or deficit, comparisons to the
previous relevant period (financial year) and corresponding budget amount for the relevant
period

¢ the financial statement for the general services charges fund to comply with Schedule 5B part
3, including having separate sections for income, section 107 expenditure, general
expenditure, surplus or deficit, comparisons to the previous relevant period (financial year)
and corresponding budget amount for the relevant period (financial year)

o the statement for assets and liabilities to comply with Schedule 5B part 4 by:

- having a section that shows the assets of the retirement village as at the end of the
financial year

- listing, as separate line items the balance of the bank accounts for the capital
replacement fund, maintenance reserve fund and general services charges fund

- having a section that shows the liabilities of the retirement village as at the end of the
financial year

- stating, for each liability that is a loan, the reason for that loan.

¢ the annual financial statement to include the accounting disclosure notes mentioned in
Schedule 5B part 5 division 2 for each fund (refer Appendix 1)

¢ the annual financial statement to include the declarations by the scheme operator mentioned
in Schedule 5B part 6 (refer Appendix 2).

If the auditor considers the annual financial statement has not been prepared in accordance with
section 16D of the RV Regulation, the reasons for the non-compliance must be stated.

Further information and detailed requirements for annual financial statements is available at Financial
Guidance Material Stage 3 Annual Financial Statements.
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Appendix 1 - Accounting disclosure notes for annual
financial statements

Schedule, 5B Part 5, Division 2 of the RV Regulation requires annual financial statements to include
the following disclosure notes for the capital replacement fund, maintenance reserve fund and general
services charges fund:

1. Material expenditure

For each line item of expenditure that is material expenditure and is made up of more than 1
expense type, a note stating the breakdown, purpose and amounts of expense types forming
part of the line item (to the extent not otherwise separately disclosed in the annual financial
statement).

Example

For a line item for administration and management expenses, the note may list the types of expenses (e.g.
‘accounting’, ‘human resources’, ‘web services’, ‘IT support’, ‘other’) and amounts forming part of the line
item.

2. Shared expense

If a line item of expenditure of the fund includes a shared expense, a note stating the other

entities, types of entities or purposes for which the expense is expected to be incurred; and
the method used to calculate the portion of the shared expense to be paid from the relevant
fund.

3. If no amounts are paid into or from the fund
An explanation of why no amounts are paid into or from the fund.
4. Material differences
A note explaining any material differences between the:
e income or expenditure of the fund and the corresponding amount in the fund budget
e any surplus or deficit of the fund and the corresponding amount in the fund budget.
5. Basis of preparation

A note stating the basis for the preparation of the annual financial statement and any
accounting standards and principles that the statement was prepared in accordance with.

6. Body corporate

If all or part of the retirement village land is included in a community titles scheme, a note
describing the payments made by the scheme operator to, or received by the scheme
operator from, the body corporate for the community titles scheme.
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What is a body corporate?

A body corporate created under the Body Corporate and Community Management Act 1997, schedule 6.

7. Types of interests affecting the retirement village’s property

A note stating the types of interests affecting the retirement village’s property as at the end of
the financial year.

Types of interests

Types of interests affecting the retirement village’s property include freehold interests in accommodation
units, leasehold interests in accommodation units and licences of accommodation units.

8. Person entitled to the benefit of the interest, mortgage or charge

If an interest, mortgage or other charge affects the retirement village’s property other than
property in which a resident holds a freehold, leasehold or other interest, a note stating the
person entitled to the benefit of the interest, mortgage or charge.

9. Related party payments

A note stating the particulars of any related party payments made or received by the scheme
operator for the retirement village; and were not made as part of a transaction at arm’s length
for fair value with a party to a residence contract or residential tenancies agreement entered
into with the scheme operator.

What is a related party of a scheme operator?

1. An entity that supplies goods or services to the retirement village or residents of the retirement village
and the scheme operator either has an interest in the entity or obtains a commission, fee or reward in
relation to the supply of the service (for example: a general service, a personal service, a utility).

If the scheme operator is a corporation, a related body corporate of the scheme operator within the

meaning of the Corporations Act, section 50 or related party of the scheme operator within the
meaning of the Corporations Act, section 228.

If the scheme operator is an individual, a relative of the scheme operator; or a corporation of which
the scheme operator or a relative of the scheme operator is a director, secretary or majority
shareholder.

10. Former residents

A note about former residents and whether the scheme operator has paid all former resident
liabilities for the financial year in full; and if not paid in full, then the total amount of the former
resident liabilities that remains unpaid and the reason why the amount has not been paid.

Retirement Villages Financial Guidance Material Page | 9
Stage 4 Audit Reports


https://www.legislation.qld.gov.au/view/html/inforce/current/act-1997-028#sch.6

Financial Guidance Material - Audit Reports

What is a former resident liability?

A former resident liability, for a financial year, means an amount that becomes payable by the scheme
operator under section 63(1) or 63A(3) of the Act during the financial year.

Under section 63(1) of the RV Act, the scheme operator must pay the exit entitlement of a former resident
to the person entitled to receive it when it becomes due.

Under section 63A(3) of the RV Act, the scheme operator must enter into and complete a contract to
purchase a former resident’s freehold property in accordance with buy back provisions.

The capital replacement fund financial statement must also include the following accounting
disclosure notes:

1. for each amount received under an insurance policy that was paid into the fund under
section 94(1)(a) of the RV Act, a note stating particulars of the payment

2. anote stating the amount of the capital replacement reserve under section 92(3) of the RV
Act

3. anote explaining any material difference between the amount of the capital replacement
reserve and the amount recommended in the capital replacement quantity surveyor report.

The maintenance reserve fund financial statement must also include the following accounting
disclosure notes:

1. a note stating the amount of the maintenance reserve under section 98(3) of the RV Act

2. anote explaining any material difference between the amount of the maintenance reserve

and the amount recommended in the maintenance and repair quantity surveyor report for the
fund.
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Appendix 2 — Declarations by Scheme Operator

Schedule 5B part 6 section 30 of the RV Regulation requires annual financial statements to include
declarations by the scheme operator as to whether:

[1 the financial statement has been prepared in accordance with the RV Act
[1 the information in the statement is true and correct

[1 the statement was prepared on the assumption the retirement village scheme is a going
concern

[1 the bank accounts for the capital replacement fund, maintenance reserve fund and general
services charges fund have been operated in accordance with the RV Act

[l the scheme operator can pay all the operator’s debts relating to the retirement village as they
become payable.
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