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Inherent Limitations

This report has been prepared as outlined in the Scope Section. The services provided in connection with this engagement comprise an
advisory engagement, which is not subject to assurance or other standards issued by the Australian Auditing and Assurance Standards
Board and, consequently no opinions or conclusions intended to convey assurance have been expressed.

Due to the inherent limitations of any internal control structure, it is possible that fraud, error or non-compliance with laws and
regulations may occur and not be detected. Further, the internal control structure, within which the control procedures that have been
subject to the procedures we performed operate, has not been reviewed in its entirety and, therefore, no opinion or view is expressed
as to its effectiveness of the greater internal control structure. The procedures performed were not designed to detect all weaknesses
in control procedures as they are not performed continuously throughout the period and the tests performed on the control procedures
are on sample basis. Any projection of the evaluation of control procedures to future periods is subject to the risk that the procedures
may become inadequate because of changes in conditions, or that the degree of compliance with them may deteriorate.

No warranty of completeness, accuracy or reliability is given in relation to the statements and representations made by, and the
information and documentation provided by, Anangu Pitjantjatjara Yankunytjatjara’'s and the Department of State Development’s
management and personnel consulted as part of the process.

KPMG have indicated within this report the sources of the information provided. We have not sought to independently verify those
sources unless otherwise noted within the report.

KPMG is under no obligation in any circumstance to update this report, in either oral or written form, for events occurring after the
report has been issued in final form.

The findings in this report have been formed on the above basis.
Third Party Reliance

This report is solely for the purpose set out in the Scope Section and for Department of State Development'’s information, and is not to
be used for any other purpose.

This report has been prepared at the request of the Department of State Development in accordance with the terms of KPMG's
engagement letter dated 27 May 2015. Other than our responsibility to the Department of State Development neither KPMG nor any
member or employee of KPMG undertakes responsibility arising in any way from reliance placed by a third party on this report. Any
reliance placed is that party’s sole responsibility.

Electronic Distribution of Reports

This KPMG report was produced for the use and benefit of the Department of State Development and cannot be relied on, in whole or
in part, in any format by any other party. The report is dated 18 June 2015 and KPMG accepts no liability for, and has not undertaken
work in respect of, any event subsequent to that date which may affect the report.

Any redistribution of this report requires notification to KPMG in a timely manner prior to release. In any event the distributed report is
to be a complete and unaltered version of the report and accompanied only by such other materials as KPMG may agree.

Responsibility for the security of any electronic distribution of this report remains the responsibility of the Department of State
Development and KPMG accepts no liability if the report is or has been altered in any way by any person.
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1.0 Executive summary

This report provides the Department of State Development (‘DSD’) and Anangu Pitjantjatjara
Yankunytjatjara (‘APY’) with an update of corrective action undertaken by APY in the period to 22 May
2015 to address key deficiencies identified in our previous report, a draft of which was issued to DSD
on 22 April 2015. This draft informed KPMG's subsequent work with APY in mid-May 2015 which is the
subject of this report. The final report titled “APY Land Rights Administration Grant Review " (‘the Prior
Report’) is dated 1 May 2015 and was released by the DSD on 5 June 2015.

1.1 Objective

KPMG performed agreed upon procedures with the objective of communicating APY’s position on
addressing the key deficiencies identified for expenditure and reporting. KPMG performed the following
procedures:

1.1.1 Reviewed the current status of controls (including payroll) implemented by the Interim General
Manager;

1.1.2 Examined the status of bank reconciliations;
1.1.3 Examined the control framework for ledger account reviews;

1.1.4 Reviewed the current methodology and status of account and job code allocations against our
Prior Report;

Prepared a status report based on procedures undertaken.

A draft of this report dated 15 June 2015 was provided to the APY for comment. Attached Appendix 1
is the APY Interim General Manager's letter of response to the draft report.

Please note that this report does not address, and is not intended to address, APY's corrective action
on all of the issues and deficiencies identified in our Prior Report dated 1 May 2015.

Please also note that “Read-Only” access was granted to MYOB with all proposed changes to be
approved by the Interim General Manager and implemented by Araluen Taxation Services (‘ATS’).
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2.0 Progress against the findings in the Prior Report

During mid-May 2015, KPMG was engaged by the DSD to assist APY in addressing the findings from
our Prior Report (dated 1 May 2015). The four key findings from that report are listed below, along with
relevant observations regarding APY's progress in dealing with these shortcomings. It is evident that
there has been work undertaken to address these findings, however more work is needed to
comprehensively address all the findings in the Prior Report.

Finding per Prior
Report

Key observation(s) as at 22 May 2015

e Key control functions (entering invoices, bank
reconciliations and private expenditure requests) are in 113
the process of being outsourced to ATS by the end of
May 2015.

e All expenditure is approved solely by the Interim General
Manager whilst job code allocations are reviewed by 1.1
Significant financial Line/Program Managers and are processed by ATS.
discrepancies and internal
control weaknesses that
prevent adequate tracking e  Timesheets for payroll are reviewed by Line/Program

of incurred expenditure Managers and approved solely by the Interim General 1.11
against Administration Manager.

Funding Agreement

e Job code (budget) allocations for outstanding FY15
acquittals are currently being performed and are due for 1.1.4
completion by early June 2015.

e All advances to Executive Board members are approved 111
solely by the Interim General Manager.

e All expenditure is approved by the Interim General 111

Disbursements under the Manager using physical purchase order books.

Administration Funding
Agreement are made

without approval e Delegations of Authority have been developed and will

be completed by the end of June 2015 for the next 1.1.1
budget process.
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Finding per Prior Report

Key observation(s) as at 22 May 2015

[ ]
[ ]
Key reconciliations and
reporting and monitoring
controls are not
performed °
[ ]

There is clear evidence that bank reconciliations were
completed, except for the credit card (due for completion  1.1.2
by end of May 2015).

A conceptual framework for job coding and review has
been created but is yet to be formalised and 1.1.3
implemented.

Work has commenced on reconciling the two MYOB 113
files and is due for completion by the end of May 2015.

A reconciliation of accounts payable, accounts receivable

and payroll employee entitlements is planned for 113
completion by the end of July 2015 but has not yet

commenced.

Indications of the use of
grant funds under the °
Law and Culture Funding
Agreement for sitting

fees

Journal entries have been made to correct a mistake in
the allocation of Sitting Fees for the Law and Culture 1.1.4
Committee.
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Appendix 1 - APY Interim General Manager’s letter of response to this report

A draft of this report dated 15 June 2015 was provided to the APY for comment. Below is the APY Interim General
Manager's letter of response to that report.

Anangu Pitjantjatjara Yankunytjatjara
ABMN.TT 261612 162

PMEB 227 Umnuwa via Alice Springs NT 0872

Phone: (08) 2064 8111 Fax (0€) 2054 5110

Website: waw.anangu_com.au

Minister Maher,

| submit the following response to the June 2015, Grant Review Status Report conducted by KPMG in mid
hay 2015. | acknowledge the comtents of this report and thank KPMG for their involvement and Jake
Kantilaftaz for his thoroughness in compiling this report. The remedial action cutlined below was achieved
with the full support of the Director of Administration Mr Rex Tjami, Umuwa office staff and Araluen
Taxation Services [ATS).

In this submizsion | will respond to the reports four obzervations:

2.1 Significant financial discrepancies and internal weaknesses:

211 The Interim General Manager has worked closely with ATS to build 2 robust financisl
accounting system that is transparent with appropriate checks and balances that support the
APY business and enzbles sustainable development into the future. The system outsourced

2.1.2 Al approvals are currently being signed off by the Interim General Manzger including the
checking of cost coding and approvals of payroll and time shests. Thiz will be delineated to
managers and coordinators when the new financial year commences. There is a delegation
schedule that has been developed to guide this process.

2.1.3 Al job codes for reconciliations and have been checked and wrong coding corrected. Bank
reconciliations are being carried out on 3 weekly basis..

214 All advances are checked and approval to deduct forms are filled out and approved by the
Interin General Manager after discussion with the requesting Executive member. The
approval is assessed individually with no advances exceeding the amount of the next
scheduled meeting payment.

2.2 Disbursement under the Administration funding:

221 The Interim General Manager has worked hard to ensure the purchase order system is
regulated. All purchase order books are collected and collated every Monday morning. They
are coded and sent to AT3 on Thursday for entering and reconciliation. This system will keep
APY'5 cash position a week behind purchaszes.

A future system will involve a cloud based solution to instantly track and momnitor this process,
so that approval, entry, reconciliation and payment are done electronically and cash positions
will be known instantly.

A body corporaie consluled by the Anengu Pianlfallara Yankunyfalisra Land Rights Act 1037 [3A)
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221 The Interim General Manager will bring the delegation of authority on line in the new
financial year after training all managers and coordinators on budget management. Mew
budgets have been developed and will be further refined om Thursday the 18th lune in
preparation for the new financial year.

2.3 Keyreconciliation and reporting and monitoring controls not performed:

231 The Bank recocnciliations have been brought up to date and are complete and will be
reconciled on & weekly basis. The credit card is in the process of being reconciled with the
credit card statements. Howewver, the receipts for the first half of the 2014 are being held by
ICALC following their seizer in December.

2.3.2 The job coding is formalized. All coding is entered by staff and checked by the bookkeeper
when reconciling the purchase orders with the invoices. These two documents are checked by
the Interim General Manager before sign off. They are sent for entering on Thursday every
wesk.

233 MYOB files are now reconciled and there is one live MYOB data file that can be seen by both
ATS and APY from their offices.

234 PReconcilistions of Accounts paysble accounts freceivable/employee entitleqnants. - 208
currently in progress and due for completion the end of July.

2.4 Law and Culture and sitting fee

241 The 51600 of sitting fees had been correctad. In reality only 5500 of sitting fees was wrongly
dizburzed =nd nesded to be journal back to the funding source, as 51100 had beesn wrongly
coded and was simple to rectify by entering the correct code.

It shiould be noted that the Interim General Manager [Richard King) and the Manager Anangu Engagemeant
[Tznia King) had only three weeks on the ground in Pitjantjatjara Yankunytjatjara Lands Umuwa Office to
implement the remedial actions outlined in the Prior KPMG Report.

The Interim General Managers tenders this response to the June 2015, Grant Review Status Report
conducted by KPMG in mid May 2015 for your consideration.

Sincersly

Richard King
Interim General Manager APY

A body corporale consmuled by the Anangu Pijanialan Yenkunyfa]sn
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