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Third Party Reliance

This internal andit report has been prepared at the request of Management of the Department of Infrastructure,
Transport, Regional Development and Local Government in connection with our engagement to perform internal
audit services as detailed in the confract dated 23 July 2007. Other than our responsibility to the Department,
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.

This report may be provided to the Auditor-General, the ANAO, the external auditor of the Department, for 1ts own
use. If the Auditor-General intends to rely on internal audit work it can only do so in the context of the professicnal
requirement placed on it by the provisions of the Australian Auditing Standard ASA 610 (Considering the Work of

Internal Audit).

We believe that the statements made in this report are aceurate, but no warranty of accuracy or reliability is given in
relation to information and documentation provided by the Department’s Management and personnel.

Inherent Limitations of Internal Audit

Because of the inherent limitations of any internal conivol structure it is possible that errors or ivegularities may
occur and niot be detected, An internal audit is not designed to detect all weaknesses in control procedures as it is
not performed continuously throughout the period and the tests performed are on a sample basis. As such, except
to the extent of sample testing performed, it is not possible to express an opinion on the effectiveness of the internat
control structure. Any projection of the evalnation 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. The internal audit findings expressed in this report have been formed on the above basis.
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Table 1: sample a
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Executive Summary

Background

In 2006-07, the Audit Committee commissioned a targeted review of high-risk areas not. already
covered by the 2006-07 Annual Internal Audit Plan — subsequently identified to be procurement
activities. As part of the review, a number of recommendations were made to improve the
compliance with the requirements of Financial Management and Accountability Regulations
1997 (FMA Regulations), in particular, FMA Regulations 9, 10, 11, 12 and 13.

As part of the 2007-08 Annual Internal Audit Plan, the Audit Committee has requested a further
audit of FMA compliance. The Chief Financial Officer (CFO) has recommended the proposed
audit be conducted along similar lines to that undertaken in 2006-07, that is, compliance with the
provisions of Part 4 of the FMA Regulations.

Audit objectives

The objectives of this review were to determine whether, based on a sample of procurements:

e The Department has complied with the requirements of FMA Regulations 9, 10, 11, 12
and 13; and

s The procurement procedures chosen (e.g. select tender, open tender) and the form of the
agreement (e.g. quote, contract) comply with the requivements outlined in the
Depariment’s procurement guidelines (Chapter 5 of the Chief Executive’s Instructions),

Scope

The audit procedures were limited to compliance testing on a sample of procurements.

»  Our sample was drawn from the Department’s AusTender contract register. Hence contracts
valued at less than the AusTender reporting threshold of $10,000 were not considered,;

»  The sample period was | July 2007 to 31 March 2008; and

¢ Internal Audit tested 35 procurements as agreed with the Audit Sponsor which was selected
so as to be representative of the number of conlracts entered into by key areas of the
Department (refer table 1)

Uocation basis

Tetal no. of new

| Area procurements %o total Sampie % Sample
Aviation and Alrports 35 9.80 343 3
Australian Transport Safety Bureau 11 3.08 1.08 1
sau of Infrastructure, Transport @ . 5
S : 056 | 028 ;
ii‘orp::n:;zia Sarfviws_“ - 193 34.06 E i F»’_‘ﬁ};h B in 7
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Total no. of new

Area procurements % total Sample % RETT

Infrastructure Investment 6 1.68 0.59 I
I}zﬁastmctum and Surface Transport 5 140 0.49 |
Policy
Local Government and Regional 2 6.16 216 P
Development
National Transport Strategy 2 0.56 0.20 1
Office of Local Government 3 0.84 0.29 1
Office of Transport Security 76 21.29 745 7
Regional Office 2 0.56 0.20 I
357 100 35 35
Results

KPMG has identified numerous FMA Act breaches in respect of FMA Regulations 9, 10 and 12;
and other matters of either a better practice nature or which involved non-compliance of a
relatively minor impact. Internal Audit notes that the non-compliance includes instances where
insufficient documentation was on file to assess compliance with the FMA / Departimental
requirements. Audit identified:

FMA Act breaches

@

In two of 35 procurements examined, there was no evidence on file to indicate that a
spending proposal may proceed (Regulation 9 — spending proposal and Regulation 12 -
documentation),

In four of 21 procurements for which there was evidence of an approved spending proposal
and a contract, contracts were entered into prior to obtaining Regulation 9 approval
(Regulation 13).

Other matiers

]

atasitenre- 03 FMA Precwrciment Repart_FTNAL - 11 Quioher 2005

[n six of 33 procurements for which there was evidence on file to indicated that a spending
proposal may proceed, the sign-off did not specifically mention efficient and effective use of
public money (as required by the CEI).

In 12 of the procurements examined, there was no evidence on file to indicate that a contract
may be entered into.

One instance where the amount spent ($36,756) exceeded the approved amount ($30,000),
One instance where the amount spent {$60,993) excaeded the amount committed (557,7435).

In 11 of the procurcments examined. the procurement method did not comply will the CEI
{tor procurements of that value).

[§]
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Departutent of Infrastructure, Transport, Regional Development and Local Governnrent
FMA Compliance: Procurement
October 2008

° One instance where the agreement form did not comply with the CEI

o In six of the procurements examined, the purchase order was not created within four weeks
of being agreed.

The results of our sample testing are summarised in Section 2.

Follow-up action required

KPMP note that the Department is going to upgrade SAP over the coming months. This will
workflow the approval of Regulations 9 and 10 with linkage to the I-Delegate schedule of
delegations/limits. This change, along with associated training, will likely improve FMA
compliance considerably.

We recommend the CFO write to Executive Directors to advise them of the breaches identified
by this report and, where necessary, highlight areas for procedural improvement and/or
corrective action. All confirmed breaches should be included in the breach register attached to
the Secretary’s FMA Act certification of compliance.

Management Comment

Agreed. Recommendation has been implemented.

Signoff

Department of Infrastructure, Transport,
Regional Development and Local
Government

KPMG

Infrastructure-08 FMA Procurement Report_FINAL - 14 October 2008
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.
2 Testing results
The following table summarises the audit results. The tables which follow outline the specific compliance results by sample item.
Test1: Fida Regulation 8 KEY
a Varify thal there is clear signoff thal the proposal may proceed and dale of appraval, v Satet. Y
b Record whelher apprapriate authorsation has bean providad that complies with FMA Regulalions 9 and 12. x Unsatiefactory
c Recard whether lha signofl specifieally mentons policy compliance and efficient and effactiva usa of public money. NI Not enough informaztion en file lo complete test
Test 2: FMA Regulation 10 N/A_ Taest nal applicable
a Verify thal Lhere is clear signofl and date of approval from an appropriale Reg 10 delegale al appropsiatlon Is avallable ta supperd the expendilure,
b Record whather tha signofl was pleted on a Reg 10
Tost 3: FMA Ragulation 11
a Verify thal al ho lima the Reg 2 appraval was granled, the app had sulficien! delegalion to approve Lhe expenditure.
b Varify thal al Ine lime the Reg 10 epproval was granted, the app had syfiici galion to apprave (he expandliure.
Tost4: FMA Regulation 13
a Verify thal Ihara Is clear signeff that a conlract may be ertered Into and date of approval.
b Varify thal the conlract was signed after approval was granled under Regs 9, 10 and 13.
Test 5 FMA Regulation 13 {cont.}
a Varily thal the amounl committed (e.g. Ihe contracied amount) does not exceed the approved amounl,
b Verify that the amount speni (i.e. tolal of invoices) does not excesd Lhe approved amount.
G Werily that the amount spenl (i.8. total of ices) does not exceed (he amount commilled.
Othser reguiraments
Tast & Verify that Iha procurement method {quates. lender eic.) complles with tha CE1 for pracurements aof that value (refer to tha thresheld requirements).
Tast7 Werify that (he agreement form (quole, conlract elc.) complies wllh the CE| for precurements of that valus (refer to the threshold requirements).
Test8 Verify that a single purchase order was crealed wilhin four weeks of being agreed (when the arrangement was entered into. as oppesed to when Il commerced) and record aclual dale of purchase crder.
- Reg 3 Reg 13 Other requiremenis
. .. - Description : i Contrac] 2l o 0] ¢ L) G, a 4b sat :
IABC services « Damwin TRS(5/331 285,827,001 45025502 v < [ v v ~ I *
Sydney Alrport RESA contracl review - TRS0B/060 36,266.00 § 45027538 = il v NIA NIA v NiA i ¥ v v = -
Temporary staffing - Michae! Cheriok 0T2006/0045 24,000.00 amcm‘wmmm ¥ ¥ v NIA NA ~ NIA ¥ [ N ¥ ¥
Training for ATSB Human Faclors. RS07/311 27,500.00 45025984 b s 2 NiA NIA v WA - Ld NI v «
2008 update of Auslcalian Transport TRSO7/163 23,000.00 | 45025322 + b x NA NIA NIA NIA x v 1 v ~ \
TRSO7/257 250,000.00 45025630 v [ R NIA WIA v A NI NI Ni v NI NI
SGT2006/0447 s 1E,000.00 45027465 o L b WA BNIA v 7 v " < x Ll b
TRS07/353 16,000.00 | 45026071 - v % NIA NIA 2 A 7 NI NI 14 N NI
TRSD7/356 47,750.00 45028047 3 4 (4 NIA Ni& < A e x L o v +
Backlill SAP Support SOT2006/0498 63,360.00 45023862 [ (4 ¥ NIA Nrh . A * v N L k4 NI
Professional Services Rendered SCT2006/0511 14,630.00 | 45025660 ¥ 2 x A NEA v DA * N ®
Depl non-campaign gress advertising TRS0B/050 499,599.50 45027440 v v < NIA NfA v NA b X
Maintenance fees - DSM & Varianca Monito TRS07/391 72,187.50 | 4502633 4 4 2 ¥ < 7 L2 [d 4 ¥ *
SERVYICES TO AUDIT COMMITTEE TRS08/044 33,00000 | 4502749 ' < I 7 v 7 v v v + I
i-Delegate Licence Renewal - 1200710718 1029897 | 4502674 4 i < NIA N/A I NIA < Ni ¥ i
18Y Saveh TRS07/148 16,120.50 |  450248% L + L4 Mi& WA v NIA X [ NI v
B LANE - TESTER - S&M SOT2005/0087 49,989.88 | 45026323 v Ea ¥ A MIA - NIA i ® ¥ =
Symantec Scftware Malnlerance TRSDB/045 68,688.94 { 45027417 v < < NiA N/A v NIA & NI N L4
Lale Fees TRS507/382 249,769.59 | 45026252 < - ¥ N7A MNIA ¥ NfA [ ull £l
ICORP_|SSL Cedlifir Renewal TRS0B/04! 45,283,21 45027434 4 hd v NrA NiA v NIA - Nl sl v
CORP_[OPTUS MAC TRS07/22! 2,63%,450.00 45025330 v ¥ b b Y i 7 o & hl I >
ININ_|Priniing of Coridor Strategies TRSQ7/182 60,000.00 | 45025198 L4 ¥ x NIA N/A i A - Ni N i *
ISTP__ {Sponsarship TRSO7/097 10,000.10 45024379 v v L NiA NIA v A x 4 N v
LGRO _|Consullancy S072006/0510 16.368.00 | 45025724 ¥ i v NIA NA ¥ A ¥ x [ N ¥
LGRO |Awards lraphies for 2007 NALG winners X2007/0100 19,406.00 45026165 v .\ ¥ WA, NIA ¥ HWiA = ¥ hd ¥ v
NTS TRS07/321 6099500 | 46026571 ¥ v ad /A NfA_ ¥ NIA x [ (2 = 5
OLD _ |Training lor ATSB Hueman Faclors TRS07/312 41,000.00 45025951 [ v ® (A hIA i NFA b v NI N i
Engagement of Contractor Lianah Woelle TRS08/031 23,595.00 45027549 i v e hfA NFA v NiA v NI N Ll NiA
OTS __ |R: I W senvicas SOT2006/0045 ] 20,847.60 45028613 ¥ v i hiA NA v NIA v v 4 N ¥
0TS IRCA accredited lead auditor training TRS08/042 48,494,11 45027284 Ll YA NA NIA NIA NIA NIA b ] NI N Ll
015 |Personal Efficiency Frogram TRS08/022 g 13200.00 | 46027458 v v v A, WA - A 4 14 7 N 7
OT: lion Services OTH Roundtable 97 TRSO07270, 11,000.00 | 45025867 v I3 x [ hA - A [ ¥ Cd N <
oT. Think on your Feet Workshop TRS07/344 S 1547700 | 45026030 v v 2 N/A NIA < iA = [ N N v
aT; Personal Efficiency Pragram for SCIS - ] 26,400.00 | 45027423 = NIA NiA NIA NiA N/A NiA L] [ N *
RO___ [Diptoma of Quality Auditing TRS07/022 S 33,630.00 | _ 45024972 v v ¥ A NiA L2 NiA # L il ¥
Not enough infe on file to complete test] 0 0 [1] o 0 0 1] 0 18 27 o
Tesl nol applicabl a 2 2 31 a1 4 33 1 4] a 1
Total available for lesting| 35 33 33 £ 4 31 2 34 46 8 34
Salisfaclary] 33 33 27 4 4 3 2 22 16 2 23
Unsalisfaglary| 2 [ 6 0 [1] 0 i 12 0 1 11
— -
4
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Aviation and Airports

Tostt: FMA Rogulation 8

@

i

b

Test 30 FMA Rogu

Test 2

: FMA Regulation 10

Verly that there is clear sanafl and eate of approval iom 50 apprepriaie Rag 10 delegate that appropriation = svailable

wetlly that

venly it al e tme the Reg 10 ap

b
Test 4: FMA Rogulaton i3
Verify that there o slear signeft thal & contract may oo enlered inte and date of approval.

a
[+

Verify 3! the conlmcl was syned allar appres

Test 5. FMA Rogulation 13 (cont.}
Verily thal the ameunt commilad (4.0, the contracied amount) does nol excsed the approved amoewnt

it the amaunt spent (i

1al e proposal may proceed and aate of appaval.

Fhidy

was gianad uader Regs 9, 70 and

o} complies

Reguiations 9 and 2.

nt and effecuve use of puble monay.

13,

1alal ol invoicey) does not excend the approved amownl,

suppart the expenditure.

A four wesks of being agreed (when the atangement was enlared into, a5 opposed (o when | commensed) and record aciunl dale of purchase order.

Bepartment of Mfrastruvinre, Teansport, Regienal Devclepment il Lovel Gevevpnent

far the PO, mgned ©

Ff2007  Tha approval «

: o s project

g 10 w3ss camploted s 007 whes he conlract was vailed - signed 05/07/2007

Rug 15 was nund for the PO, <ynea D2ITI2067

Mer e

For precuremants valuee boweon SE0IC- &
The sonlract wes enlerod oo by the Doparlmont on /7107 and the PO was raisad on 22/8/67.

" The serangemont doas nol oxtand ovar o the next inancinl year

The contracl was enterad intg by the Departmant on 944/06 and the PO wi

Work ordar izsued under deod of sianding offer
The work order did not staie the lolel amount coramitec. 11 oniy eutlined the hourly rats.

The amal

Spant

&4 536,256 which excoeds she ameunt appravad - §30,000

Repor_FINAL - 14 Oclober 2008

= a whole and nol Individual suppliars

onge of gn apsn approach exsts for ihe ongina! cantract lowever the Ooed of Varialion did comply with (he PGS
0K, a iang form contrac is required. A Deed ta Vory Ihe Servicos Agresment for

Iantifiers 1o ic 2a 2b 3z 3b 4n ah 53 50 Sc

Date of approval Date of | Valde (PO Rag® - | Amount | Amount :

Contract # | Starl date] £nd dale Reg0 | Rog13 | Cunttest] PO amoun] | amount_ | esmmitied | spant

1 TR805/331 10710 30/Q6/09 5i07107] 2607107 BIO7I07| _22/08/07 $285.027]  $142964] 5142964]  $107.22: Hurt | ¢ tawl | £ &
2 ITRS0B/060 7101408 31/03108] oA st T3G108] 901708 25/08/407] $36,256 $30.000] 524,508 36,2561 ks ¥ 7
3 SOT2008/M0045] 17/02/08] D058 140308 At TAOU0B] T4I03068] 14703108 $24,000] $24,000) Meip 1 21,176) B i % =
Not erough nfo an Gz 1o complele test [ 0 i} 1
Test not applicable] 1] 0 1] 8]
Tolal avaltable for isting| 3 3 3 2
3 3 3 3
[ 0 0 1]

rarsen on 25008, The PO was not ralead within four waeks of when the arm

ament wag antered inlo.

ing Conlirol Services 8i Danvin Airpart was on fite (which wae on an oid DOTARS lsmplaie).
ho PO was nol misad within lour wasks of when the arrgngement was anlered into.
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