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Ernst & Young ("Consultant™) was engaged on the instructions of Department of State Development ("Client")
to form a view on whether APY transactions (for the period within scope FY2015) were administered in
accordance with relevant Commonwealth and State Government funding agreements, and provide a Financial
Management System that addresses areas for improvement, in accordance with the engagement agreement
dated 19th February 2016 including the General Terms and Conditions (“the Engagement Agreement”).

The results of the Consultant’s work, including the assumptions and qualifications made in preparing the
report, are set out in the Consultant's report dated 27 May 2016 ("Report"). You should read the Report in its
entirety including any disclaimers and attachments. A reference to the Report includes any part of the Report.
No further work has been undertaken by the Consultant since the date of the Report to update it.

Unless otherwise agreed in writing with the Consultant, access to the Report is made only on the following
basis and in either accessing the Report or obtaining a copy of the Report the recipient agrees to the following
terms.

1. Subject to the provisions of this notice, the Report has been prepared for the Client and may not be
disclosed to any other party or used by any other party or relied upon by any other party without the prior
written consent of the Consultant.

2. The Consultant disclaims all liability in relation to any other party who seeks to rely upon the Report or any
of its contents.

3. The Consultant has acted in accordance with the instructions of the Client in conducting its work and
preparing the Report, and, in doing so, has prepared the Report for the benefit of the Client, and has
considered only the interests of the Client. The Consultant has not been engaged to act, and has not acted,
as advisor to any other party. Accordingly, the Consultant makes no representations as to the
appropriateness, accuracy or completeness of the Report for any other party's purposes.

4. No reliance may be placed upon the Report or any of its contents by any recipient of the Report for any
purpose and any party receiving a copy of the Report must make and rely on their own enquiries in relation
to the issues to which the Report relates, the contents of the Report and all matters arising from or relating
to or in any way connected with the Report or its contents.

5. Subject to clause 6 below, the Report is confidential and must be maintained in the strictest confidence and
must not be disclosed to any party for any purpose without the prior written consent of the Consultant.

6. All tax advice, tax opinions, tax returns or advice relating to the tax treatment or tax structure of any
transaction to which the Consultant’s services relate (“Tax Advice”) is provided solely for the information
and internal use of Client and may not be relied upon by anyone else (other than tax authorities who may
rely on the information provided to them) for any purpose without the Consultant’s prior written consent.

If the recipient wishes to disclose Tax Advice (or portion or summary thereof) to any other third party, they
shall first obtain the written consent of the Client before making such disclosure. The recipient must also
inform the third party that it cannot rely on the Tax Advice (or portion or summary thereof) for any
purpose whatsoever without the Consultant’s prior written consent.

7. No duty of care is owed by the Consultant to any recipient of the Report in respect of any use that the
recipient may make of the Report.

8. The Consultant disclaims all liability, and takes no responsibility, for any document issued by any other
party in connection with the Project.

9. No claim or demand or any actions or proceedings may be brought against the Consultant arising from or
connected with the contents of the Report or the provision of the Report to any recipient. The Consultant
will be released and forever discharged from any such claims, demands, actions or proceedings.

10.To the fullest extent permitted by law, the recipient of the Report shall be liable for all claims, demands,
actions, proceedings, costs, expenses, loss, damage and liability made against or brought against or
incurred by the Consultant arising from or connected with the Report, the contents of the Report or the
provision of the Report to the recipient.

11.In the event that a recipient wishes to rely upon the Report that party must inform the Consultant and, if
the Consultant so agrees, sign and return to the Consultant a standard form of the Consultant’s reliance
letter. A copy of the reliance letter can be obtained from the Consultant. The recipient’s reliance upon the
Report will be governed by the terms of that reliance letter.
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Executive summary

1.1 Introduction

The purpose of this Phase 2 report is to provide the Department of State Development (DSD) with a summary
of Ernst & Young'’s (EY’s) work to date on the Funding Audit and Development of Policies and Procedures (as
agreed in the Statement of Work dated 19 February 2016) for the Anangu Pitjantjatjara Yankunytjatjara (APY).

The observations within the Phase 1 report were designed to assist DSD support the APY to improve its control
environment building on what the current General Manager APY has already commenced designing and
implementing. The development of APY Financial Management System Policy and supporting procedures,
detailed in this Phase 2 report, provides APY direction for embedding future financial management practices.
A number of key stakeholders have been consulted during this review from APY and DSD (refer to Appendix
A).

1.2 Objectives and scope

This project was designed into two phases to address the following key objectives:

» Qualitative Review of Transactions (Phase 1) designed to provide a view on whether APY
transactions (for the period within scope FY2015) were administered in accordance with relevant
Commonwealth and State Government funding agreements

» Financial Management System Development (Phase 2) to focus on the development of supporting
policies and procedures that address areas for improvement identified as a result of the qualitative
review of transactions in Phase 1

This final report provides an update of our work and EY actions taken to assist APY to improve their
Financial Management System.

1.3 Financial Management System

The Department of State Development (DSD) have provided guidance of the APY in the development of a
Financial Management System. The Financial Management System structure consists of a number of key
elements illustrated in Figure 1 below. These elements have been designed to address observations made in the
Phase 1 Qualitative Review of Transactions.

Key elements include the Financial Management System Policy (including Delegations of Authority) and a suite
of supporting procedures:
» Grant Management Procedure
Expenditure (Procurement) Procedure
Assets Procedure
Payroll Procedure
Program Coding (General Ledger Management) Procedure

vvyyy

The overarching APY Financial Management System policy and supporting procedures are interrelated. The
Delegations of Authority within the Financial Management System policy are the foundation of these
procedures.

The APY Financial Management System structure is illustrated in Figure 1 below. This structure has been
adapted to suit the APY business environment (refer to Appendix B for alignment to DSD Financial Management
System elements).

EY has drafted each of the documents described in this structure in consultation with the APY General Manager
and Manager of Stakeholder Engagement.
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Figure 1: APY- Financial Management System

Financial Management System Policy

Delegations of Authority

Procedures

Grant Expenditure Program Coding Payroll

Management | (Procurement) (General Ledger)

The table below highlights Phase 1 report observations and their alignment to the DSD Financial Management

System.
Observation- as at May 2015 APY-Financial Management System
1. Funding agreements and interrelated supporting documentation were Grant Management

not sufficiently clear in nature regarding key requirements

2. Monitoring of funding requirements inconsistent Grant Management

3. Preferred suppliers are not established or utilised Expenditure (procurement)

4. Procurement framework is not established or utilised Expenditure (procurement)

5. Chart of Accounts is overly complex and inconsistently applied Program Coding (General Ledger)

6. Detailed fixed assets register is not established or utilised Assets

7. Delegations of authority not designed to support process efficiency Financial Management System Policy
(Delegations of Authority)

Expenditure (procurement)

8. Inconsistent records management processes Program Coding (General Ledger)

9. Cash balance adjustments not in accordance with generally accepted Program Coding (General Ledger)

accounting practices

10. Inconsistently applied employment contracts and awards Payroll
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1.4 Improvement area progress summary and future actions

The table below highlights the:

» observations and improvement opportunities identified in the Phase 1 Qualitative Review of Transactions (as at May 2015)

» progress made (as at March 2016) by the General Manager APY and Manager of Stakeholder Engagement to address identified improvement opportunities
» Future actions required to further strengthen the control environment in place across APY

Observation (May 2015)

APY - Financial Management System

Current state (March 2016)

Future actions

1. Funding agreements and interrelated
supporting documentation were not
sufficiently clear in nature regarding key

requirements

Grant Management

As an outcome of the Phase 1 review, we
understand that respective governments
have identified and consolidated a
complete lists of grant agreements,
including interrelated supporting
guidelines. These agreements are in the
process of being reviewed to ensure that
key requirements under each funding
agreement are clear, consistent (to the
extent possible). Any changes have yet to

be clearly communicated to APY.

Commonwealth and State Governments to
review funding agreements, including
interrelated supporting guidelines, with a
view of providing APY with greater clarity

over key funding agreement requirements.

2. Monitoring of funding requirements

inconsistent

Grant Management

APY have recognised the importance of
maintaining a register of funding
agreements and have put processes in
place to monitor key requirements of
agreements. A formalised process is being
established to monitor each funding

agreement where Program Managers, the

APY to finalise and implement the draft
Grant Management Procedure to govern
the transfer, use and reporting of funds
and resources provided by a grant

agreement issued to APY.
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Observation (May 2015)

APY - Financial Management System

Current state (March 2016)

Future actions

General Manager and Manager of
Stakeholder Engagement ensure key
requirements of those agreements are
adhered to.

3. Preferred suppliers are not established or

utilised

Expenditure (Procurement)

At this time the establishment of a
preferred supplier listing for APY was not
considered a priority or easily established
given the remote location of suppliers. An
analysis of expenditure has identified that
greater control and value could be
obtained from the establishment and use

of a preferred supplier listing.

APY to finalise and implement the draft
preferred suppliers list procedure to
establish a process for creating a list of
preferred suppliers to be used by APY for
the procurement of goods and services in

support of business operations.

4. Procurement framework is not established

or utilised

Expenditure (Procurement)

Informal procurement processes have
been used at APY with the intention of
achieving efficiencies by leveraging people
already on the lands to perform the
required work, reducing mobilisation

costs.

The results of the Phase 1 report clearly
identified the need to establish more
robust and consistently applied
procurement processes to control APY
expenditure in accordance with funding
agreements. General agreement has been
reached to structure procurement

procedures based on the type and value of

APY to finalise and implement the draft
Expenditure (procurement) procedure
developed to provide guidance in buying
goods and services in line with
organisational needs and meeting
specified requirements in funding

agreements.

This procedure development has been
informed by the State Procurement Board

Guidelines.
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Observation (May 2015)

APY - Financial Management System

Current state (March 2016)

Future actions

the purchase using the State Procurement

Board requirements as a guide.

5. Chart of Accounts is overly complex and

inconsistently applied

Program Coding (General Ledger)

The Chart of Accounts has been revised
and has been reduced to a single page
which will enhance control, flexibility and

reporting capacity.

We understand the Manager of
Stakeholder Engagement has
communicated this revised Chart of
Accounts to APY employees and the
Araluen Taxation Services. Each funding
agreement is allocated a project code and
consistent cost codes are used across all
funding agreements to monitor project

revenue and expenditure.

APY to finalise and implement the draft
Program Coding (General Ledger
Management) procedure developed to
establish a framework to ensure accurate
and complete recording of transactions in

the APY financial accounts.

6. Detailed fixed assets register is not

established or utilised

Assets

A stocktake of APY assets has been
performed which included photographing
all assets in preparation for reviewing APY

insurance cove rage.

There is a recognised need to add the
assets current location to the Asset
Register and ensure that higher value and
theft attractive items are appropriately

tracked and secured.

APY to finalise and implement the draft
Assets procedure developed to describe
procedures governing the recording,
control and disposal of assets. This
document is intended to assist employees

of APY to appropriately manage assets.

7. Delegations of authority not designed to

support process efficiency

Expenditure (Procurement)

The General Manager APY has made

several changes to the delegations of

APY to finalise and implement the draft

Financial Management System policy,
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Observation (May 2015)

APY - Financial Management System

Current state (March 2016)

Future actions

authority to improve controls. We
understand these have been approved by

the Executive Board.

defining the Financial Management
System of APY with a focus on how to
manage financial related risks across the
organisation. This policy will assist to help
mitigate risks associated with funds
provided to the APY and not being used
for the intended purpose or if they are not
in accordance with the related funding

agreement or legislative requirements.

The policy provides an overview of the
delegations of authority across the

organisation.

8. Inconsistent records management

processes

Program Coding (General Ledger)

The majority of records are now filed

electronically rather than in hard copy.

APY are currently looking for corporate
assistance (e.g. a records clerk) to review

current filing and systemise the process.

APY to finalise and implement the draft
Program Coding (General Ledger
Management) procedure developed to
establish a framework to ensure accurate
and complete recording of transactions in

the APY financial accounts.

9. Cash balance adjustments not in
accordance with generally accepted

accounting practices

Program Coding (General Ledger)

Discussions will be held with Araluen
Taxation Services to clarify the

appropriate use of cash accounts.

APY to finalise and implement the draft
Program Coding (General Ledger
Management) procedure developed to
establish a framework to ensure accurate
and complete recording of transactions in

the APY financial accounts.
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Observation (May 2015)

APY - Financial Management System

Current state (March 2016)

Future actions

10. Inconsistently applied employment

contracts and awards

Payroll

The NT Department of Commerce has
advised that the Pitjantjatjara Award will
be ceased and the Pitjantjatjara Award will
also be phased out at some stage. A
mapping exercise has been conducted to
determine which modern award each
employee will fall under. The modern
awards include the Social and Community
Housing and Disability Award and the

Pastoral Award.

The General Manager, Director and
Executive have agreed to streamline this
into one EBA. The purpose of this is to
standardise entitlements. It is anticipated
that an EBA will be in place by the end of
the 2015/2016 financial year.

APY to finalise and implement the newly
established EBA to cover all APY

employees.

APY to finalise and implement the draft
Payroll procedure developed to describe
the procedure for processing Payroll

related transactions for APY staff.
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1.5 APY next steps and timeframes

In May 2016, EY will deliver a Financial Management System Awareness workshop, which is aimed to develop
employee capability with respect to Financial Management. The workshop will provide a high-level overview of
key Financial Management System elements to be implemented across APY. This will conclude EY’s work on the
Funding Audit and Development of Policies and Procedures (as agreed in the Statement of Work dated 19
February 2016) for the Anangu Pitjantjatjara Yankunytjatjara (APY).

Successful implementation of the Financial Management System policy and supporting procedures is
dependent on organisational support and engagement of staff adhering to procedures. It is the responsibility of
the General Manager APY to drive this implementation, with the support and endorsement of the APY
Executive Board.
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Appendices

Appendix A Stakeholders consulted

We would like to extend our appreciation to the following individuals who provided information during this
project:

Name Title Organisation

APY

General Manager Anangu Pitjantjatjara APY
Richard King 9 9 janiay

Yankunytjatjara
Tania King Manager Anangu Engagement APY
Cecilia Tucker X::hiizgzz\;?lopment & Planning APY
Clint Taylor A/Land Management Program Manager APY
Sue Weatherill Bookkeeper APY
Community Admin Support Officer APY

Greg Jobson
¢ S (CASO) Manager

Chris Tee Director - Araluen Taxation Services Araluen Taxation Services (ATS)

The Department of State Development

Dr Don Russell Chief Executive Officer DSD
Alex Reid Deputy Chief Executive Officer DSD
Executive Director - Aboriginal Affairs DSD

Nerida Saunders .
and Reconciliation

. Director Aboriginal Affairs and DSD
Fiona Ward e
Reconciliation
Phuong Chau Director Finance DSD

Manager Anangu Pitjantjatjara DSD

Craig Macaule L
'g uiey Yankunytjatjara / West Coast

Department of the Prime Minister and Cabinet

. Acting South Australian Regional PM&C
Marnie Wettenhall
Manager
De South Australian Regional PM&C
Kira Kudinoff puty Sou ustral g
Manager
Deputy South Australian Regional PM&C

James Armitage

Manager- APY
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Appendix B Alignment to DSD Financial Management
System elements

This table aligns the APY Financial Management System to elements of the DSD Financial Management System.
Please note:

» Inventory was identified as a potential element within the DSD Financial Management System. APY do
not manage inventory. As a result this element has not been included within the scope of APY
Financial Management System.

» Budget management was identified as a potential element within the DSD Financial Management
System. This element (as it relates to funding agreements within the scope of this work) has been
incorporated within Grant Management.

APY-Financial Management System DSD-Financial Management System
1. Grant Management Revenue/Grants

2. Grant Management Revenue/Grants

3. Expenditure (procurement) Procurement and Contracts
4. Expenditure (procurement) Procurement and Contracts
5. Program Coding (General Ledger) General Ledger Management
6. Assets Fixed Assets

7. Expenditure (procurement) Accounts Payable/Revenue
8. Program Coding (General Ledger) General Ledger Management
9. Program Coding (General Ledger) Cash at Bank

10. Payroll Payroll
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About EY

EY refers to the global organisation and may refer to one or more of
the member firms of Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global Limited, a UK company
limited by guarantee, does not provide services to clients. For more
information about our organisation, please visit ey.com.

Ernst & Young

A member firm of Ernst & Young Global Limited

Liability limited by a scheme approved under Professional
Standards Legislation

All Rights Reserved.

This material has been prepared for general informational purposes only and is not intended
to be relied upon as accounting, tax, or other professional advice. Please refer to your
advisors for specific advice.

Australian Auditing Standards have been issued by the Australian Auditing and
Assurance Standards Board under s 336 of the Corporations Act 2001.

As the services covered by this project are not being performed under the requirements
of the Corporations Act, the services do not constitute an external audit, or an
engagement to perform agreed-upon procedures in accordance with the Australian
Auditing Standards.

The services are being undertaken at the request of the Department of State
Development to examine the adequacy of internal controls outlined in the scope and
approach sections of this document.

The Department of State Development is fully and solely responsible for making
implementation decisions, if any, and to determine further course of action with respect
to any matters addressed in any advice, recommendations, services, reports or other
work product or deliverables provided by us.

The Department of State Development is responsible for maintaining an effective internal
control structure. The purpose of our report is to assist the Department of State
Development in discharging this obligation.

Due to the inherent limitations of any internal control structure, it is possible that errors
or irregularities may occur and not be detected by us. Further, the internal control
structure, within which the control procedures that we will examine are located, will not
be reviewed; therefore no view will be expressed by us as to its effectiveness.

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.

Our report is prepared for the use of the Department of State Development. We disclaim
all liability to any other third party for all costs, loss, damage and liability that the other
third party may suffer or incur arising from or relating to or in any way connected with
the contents of our report, the provision of our report to the other third party or the
reliance upon our report by the other third party including your external auditor. We
understand that whilst our work does not negate the primary obligations of your external
auditor, the work we undertake may be accessed by the external auditor for their
information only. Any reliance on our report will require separate consent by EY, the
Department of State Development and its external auditor.
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