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EXECUTIVE SUMMARY:

The scope of the review was to undertake a review of payments made to Cbus Sponsoring
entities and any other associated entities and individuals. The period of review was for FY
2010 to FY 2014 and involved KPMG: accessing Cbus accounting records including direct
access into the general ledger and sponsorships folders and reviewing and reconciling
payments identified to relevant supporting documents.

The review has now conciuded and KPMG have prepared a feport setling out their factual

findings.

Management has reviewed the report and has prepared a Report setting out proposed
changes to how Sponsorships are approved and monitored.

The Committee should note that management of Sponsorships has as part of the recent
organisational restructure been transferred to the Strategy and Performance Business Unit.

RECOMMENDATION:

The Committee is asked to NOTE the report and to APPROVE the changes to the delegations
int relation to Sponsorships.
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1 Executive summary

1.1 Background

Cbus’ members’ interests are represented By the Australian Council of Trade Unions (ACTU L
Construction. Forestrs . Minmg and Energy Umon (CFMEL). Commumications, Electrical and
Plumbing Union (CEPU). Australia Manufacturing Workers” Union {AMWU) Australian
Workers Union (AWU) and the Master Builders Australia (MBA), (For the purposes of this
Report, these organisations are referred to collectively as Sponsoring Organisations).

The sponsorship pavments made by Cbus are governed by Chus” sponsorship poliev and are made
subjeet to an ¢valuation against pre~determined selection eriteria. The benefit obtained by Cbus
fromi sporsorship pavments is recogonmsed as the acquisition and retentionr of members and
superannuation contributions. together with an estimated ingrease in the Fund's brand value.

KPMG has been advised that. during the financial vears FY 2010 to FY2014. Cbus™ Exveutive
Manager. Workplace Distribution was responsible for the overall mmanagement and administration
of the sponsorship function KPMG has been unable to hold discussions with the Executive
Manager, Workplace Distrnbution in relapon to the sponsorship function due to her being
unavailable during the course of this engagement. '

1.2 Scope and objectives

KPMG was engaged to examine supporting information in relation to the payments to the

Sponsoring Organisations to establish adhercnce to the relevant policics and procedures.

The agreed scope of work was 1o conduct a review of payments to the Sponsoring Organisations

for the five financial vears (FY) from FY 2010 w0 FY 2014 (Period of Review).

KPMG s scope o achieve the engagement objective was ton

»  Obtain access to Cbus” sponsorshisp policy and welevant financial information including Cous
General Ledger ('GL") account statements and supporting documentation (Accounting
Records).

s Examine the Accounting Records and identify payments to Sponsuring Orgamsations and to
othér amons and/or assonaied entitics (non-Sponsering Organisations).

1.3 Summary of factual findings

L3211 Summary of payments

KPMG examned Chus’ accounting records to establish the extent of pavments made by Chbus” to
the Sponsenag Organisations and non-Spensoring Organisations during the Period of Review.
The records indicate that the payments were processed for sponsorship. advestising and rental
expenses. Table | below sammariscs KPMG s findings.
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Table 1. Summary of payments te Sponsoring Urgaresanions and non-Sponsormg Orgaisations

Pality FY 2010 FY 2011 FY 2612 FY 2ul3 FY 2014 Total
Spomseninig organsation $1.0360662.  §1370211 $1N009693  $2.072383%  $1.265.140 7038495
Non-Sponsoring $E92003 $224.113 $429690  BS35007  $365.446  $1.948.068
organisations

Total $1,323865  $1,594324  $1,519392 $2,708.290 SL,830,500 58,986,163

Included in the summarv of payments 1able above are three pavments to the combined value of
$66.272 made fo -entities identificd as baving an association wath one or more Sponsoring
Organisation or non-Sponsoring Organisation. Refer to section 3 3 4 of this.report for findings
relating to thosc payments

KPMG also identificd payments to the Canberra Tradesnien Union which represent rental
payments totalling $67.320. KPMG was advised that complete supporting documentation was
not avaitable for these remal pavments.

1.3.1.2  Sponsorship expenditure approval requirements
According to Cbus sponsorship policy. the following approval thresholds apply For payments:
»  Greater than $10.004. approval is o be provided by Cbus’ CEO.

#  Less than $10.000 when aggregated over a financal vear that exceed $20.000. approval 1sto
be provided by Chus” CEQ.

e That result in the sponsorship budget being cxccedcd must be approved by a Marketing and
Senvices Commirtee.

1.3.1.3  Sponsorship expenditure evidence of approval

Dovmerns $10.000

KPMG's examination of the accounting records and supporting documentation revealed evidence
of appropriate approval for all sponsorsiip payments of value grearer than $10.000

Pavments when aggregated over a financial vear exceeds 320100

KPMG's cxamination of the accounting records and supporting documentation revealed that, out
of 31 instances where the aggregated payiments exceed the $20,000 threshold for a- particular
Sponsoring Organisation. in a financial vear. 11 were not supported by ovidence of appropriate
approval.

KPMG was advised by Chus that, due to the different values of sponsorship payrients, the process
for ensuring appropnate authorisation in thesc eircumstances is onerous. Consequently. the
‘Workplace Distribution team responsible for the sponsorship process will potentially not be aware
when aggregated pavments cxceed the 520,000 threshold thereby. triggering the requirement for
CEO approval.
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Sponsorship payments thar require approval by a Marketing and Services Cornmilie

KPMG has been advised that. in circumstances where actual sponsership expenditure exceeds the
pre-approved sponsorship budget and reforecasts. approval is to be obtamed by a Marketing and
Services Committee’. Table 2. below sets out variances where sponsorship expenditure exceeds
pre-approved sponsorship budgets.

Tuble 20 Sponsorshup spevds ax per general ledger ueconnts as compared to the approved
hudget angd reforecasts
FY 20l FY 2011 FY 2v12 FY 2013 FY 2014

AUS) (ATS) (ATT$) {AUS) (AUS)
Sponsorshp badget allocaon Faoon  Res0hn a4 ot ST oant S 1S2.000
Sponsorship budeet reforecasts $138.250 $151.300
Total $758.250 930004 $915.500 $1.000.000 $1.152.000
Sponsership expenditure $1240.201  $898509  §1,145425  SL16AT27  §931.4%9
Expenditure exceeding budget (3482041 8229925y  ($166,72D -

KPMG reviewed mnutes of the Marketing and Services Committee meeting for the Period of
Review and did not identify a record of approval bemng sought for the sponsorship expendirure in
excess of the budget allocation,

1L3.1.4  Controls over the sponsorship payment approval process

Sponsorship pavments are initiated by Cbus on reooiving a Request Letter from a Sponsoring
Organisation. The Reguest Leter provides details of sponsorship and advertising services. Thiy
letter should be transposed into an inicrnal Reguest for Sponsorship Document where the
components of the request for sponsorship are documented and approved m accordance with the
Sponsotship policy. '

KPMG sought to establish whether sponsorship requests were correctly transposed from the
Request Letter and summanscd 1n the Request for Sponsorship Document.

In 20 instances wherg the funding amount statcd in the Request for Sponsorshup Document was
lower than the funding amount stated in the Request Letter:

s The Request Letter sot out separate funding amounts for advertising services and sponsorship
services offered to Chus.

» The Request for Sponsorship Document summarised both advertising and sponsorship
survices offered by the Sponsonng Organisation, however. the document records only the
funding amount for sponsorship services creating the impressien to the approvers that all the
activitics offered by the Sponsoring Organisation wcre available for a lower valuc.

e The actual amonnt paid to the Sponsoring Organisation was the. fundivg amount for both
advemising and sponsorship services as recorded in the Request Letter

KPWG has net been provaded witi sitbrmaton relaling to relbrecast idgets to establish the Basis on wlueh budgets
have teen prepared and approved:
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1.3.1.5 Monitoring sponsorship puyments

KPMG sought to understand whethor opportemties offered by the Sponsoring Organisations and
paid for by Chus were delivered,

In that regard, KPMG was provided with a spreadsheet titled 2013 Schedule of Sponsorship
Activities” maintained by the Workplace Distribution team which regords some detail relating to
the monstoring of sponsorshup activity,. KPMG has not verified the contonts of or, assertions made
in this spreadsheet and has vot reconciled the spreadsheet 1o actual sponsorship payments.

Whilst KPMG understands that. there are no formal processes or reguirements to track whether
agreed sponsorship benefits were delivered for the benefit of Cbus: KPMG establishued that. 16
Request for Sponsorship Letters specified that a monitoring committee comprising individuals
from the Sponsoring Organisation and Chus should have been put in place to momitor the delivery
of bencfits  KPMG has not obtaimed snformation or sighted documentation evidencing oversight
of these sponsorship pavracris by a monitoring commitice.
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Background

During the ordinary course of business. Cbus makeg payments 10 the Sponsoring Organisations.
The pavments are made for the sponsorship of events organised by these Sponsoring
Orgamsations, The sponsorship payments made by Cbus are governed by Cbus’ spensorship
policy and are processed afier being evaluated against selection criteria determined in advance.
more details of which arc provided in section 3.1,

Objective

The objectsve of this engagement was to undertake a review of sponsorship payments to establish
adherence to the relevant pohicies and procedures.

Agreed scope of work

KPMG's scope to achiev ¢ the objective of the engagement included.

» Idewify sl pasments made to the Sponsoring Orgamssations and Non-Sponsoring
Organisations:

s Reviéw the identified paymonis to establish evidence of approval against relevant policy and
protocols

A detailed hist of proecdures performed is set out in Appendix A The source and vature of the

documentation relied on for the purpose of thus work is set out in Appendix B.

Originaily. the period of KPMG's review included seven financial vears from FY 2008 to
FY 2014. On commiencement of werk, KPMG was informed that it was not possible to retrieve
financial data for FY 2008 and FY 2009 as the accouriting records for those years was mamtained
m a legaey financial system. Accordingls . the agreed persod of fevicw was revised to include
FY 2010 to FY 2014 {Periad of Review).

Structure of the findings section of this report
The structure of the findings sechon is described as follows:

Section 3.1

This section seis out the key requirements of Chus” Sponsership policy. specifically the selection
criteria aganst which potential sponsorships should be evaluated and the sponsorship approval
Process,

Seenron 3.2

This section sets out KPMG’s understanding of the process that is to be followed by Cbus in
making sponsorship pay ments.
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Secrion 3.3
This seetion sets out a summary of payments made to Sponsoring Organisations and findings
from KPMG s examitngtion of these payments,

Seciion 3.4
This section sets out a summary of payvments made to non-Sponsoring Orgamsations and findings
from KPMG s exanunation of these pryments.
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Factual findings

Key requirements of Chus’ Sponsorship policy

Chus Sponsorship Policy priscribes the selection criteria against which potental sponsorships
should be evaluated and sets out the sponsorsiup approval process.

Selection criteria against which potential sponsorships should be evaluated

A summary of the selection criteria agamst which potential sponsorships should be cvaluated is
set out below.

Cbus’ sponsorship policy” stafes that to be considered as one of Chus ™ sponsorship partners, the
following questions should be considered:

»  Does the Sponsarship proposal fulfil corporate vbjectives?

s [s the reputation of the sporsored vrgantsation sowrid?

& Will ihe sponsorsinp proposal reqch the defined target uudience?

o 15 Chys the sole sponsor. or is thiy sponsership proposal shared with other organisations?

o What are the costs assaciated with the sponsorship proposal?

o What is the benefit expected from the sponsorship proposal?

The expected benefit to Cbus must be expressed as erther the acquisition or retenion of
supemnnuatmn monies or units (expressed 1 $ or onits) or estimated dollar mcrease in brand
valug®

The criteria outlined above were applicablc over our Period of Review. In FY 2013, the following
additional criteria was added™®
v Honw does the sponsorsiup proposal meert the Sole Purpose Test?

The Sole Purpase Testis contained in Section 62 of the Superanmuation [nchusiyy (supervision)
Act INIS). It provides that the trystee of a regulated superanmction fiuned must ensure that the
fitnd iy maintamed solely for at leasi ene of the core purpoves set ont in the SIS Aet, or for
core purposes and one or more prescribed or approved anciflary purposes,

Approval thresholds for sponsorship payments

Appronal threshelds for sponsorship paymenis as provided in Chus  sponsorship policy”
applicable to the Period of Revicw arc set out 1 Table 4 below:

Chus sponsorship policy 2007 as provided to KPMG by the Bxeculive Manager, Governanee snd Risk.
F KPMIG hassot evalusted whethier thése critens have been applied in the seléctng of Sponseting Orgatusubions
+ Mimtesof the Marketing and Services L ommifiee meetmg held on 24 July 2012, as provided to KPMG by Fxeonfrve
Manager. Governdnce and Risk,
* Diated Janwary 2007 and subsequently amended an July 2012
236x45317 1 - 14 May 2013 7
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lable 4: Approval thresholds Yor sponsorship payments, as set out by Ubns ' sponsorship policy

Spurpsarship amowtl {per tasaction) Approver
Tohween 560 - 810,000 The Business Development Executive,

{rrom Julv 2012, theapprover was changed fo
Executive Managor, Workplace Distribution®

Above $1¢000 bat within the sponsorshap budget CEO

Below §10005. bw i the aggrogeled total pad o s CBEO
orgamsation esceeds $20,000 1w a budeet ycar"

Sponsarships that rake weal expendinge bevond budeet  Marketmig and Services Commatice
allocation®

Process followed by Cbus in making sponsorship payments

Chus advised KPMG on the process followed by the Waorkplace Distribution team when
processing  sponsorship payments to Sponsormg  Orgamsations and non-Sponsoring
Organisations:

Step 1

Step 2

Step 3:

Step 4:

Step &

Step 62

The Sponsoring Orgamsation submits a request for sponsorship on their letter-head " or
the “request for sponsorship funds’ form {Request Letter). The Request Letter provides
details of the sponsorship and advertising sorvices offercd by the Sponsoring
Organisation and amount of finds applied for

Based on the Reguest Leter. Workplace Disuibution prepares an iernal document
entitled “request for sponsorship” (Request for Sponsorship Document). The Request
for Sponsorship Document summarises the sponsorship and advertisement services
offered by the Sponsoring Omganisation. amount of funds requested and proposed
benefits to Chus.

The Request for Sponsership Bocument is then submitted to the relevaat approvers for
their approval and signature in accordance with the approval protocols set out in Chus’
sponsorship pelicy

The Excentive Manager, Workplace Distribution approves the associated invoice(s) and
specifics the GL aceounts to which the invoice amount shoald be posted.

The invoice is then forwarded to the accounts pavable (AP) team. where 1t is processed
for payment.

The Request Letter and Request for Sponsorshup Document are retamed and filed by
Workplace Distribution.

* Workplace Disttibution g department i1 Cbus responsibile Ror oiamagng sponsorships

“(hus xcdget vear i from July to e

* Budgetal value of sputisorship payments.

® From FY 2012, in addition to approval by the Marhetny and Services Commnttie. endorsement by fhe Board was
also respured

**"the letier 1 normally addressed to the Executive Manager. Workplace Disttibution or the Natiosial Sponsershups
Project Managey.
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3.3 Review of payments to Sponsoring Organisations

3.3.1 Summary of payments made to Sponsoring Organisations

Based on KPMG's examination of Chbus’ accounting records. pavmunts of $7.03 million were
identified in favour of the Spousoring Organisations over the Poriod of Review. A summary of
these payments by Sponsoring Organisations 18 set out i Table 3 below.

1able 5 Swmmary of pavments o Sponsoring (rgawisalions

Spofsonng enti FY 2016 FY 2041 FY dui2 FY 2013 FY 2014 Fotal
ACT $14.731 $43.1130 $51 458 $71.767 1879 8217865
AMWII $43,455 $100,134 $725 §v2.253 $40.256  $285.822
AWTT $71.364 $247.135 $196.861 $220.353 B205.345 5940881
Copy $07.542 $74.714 $5.136 $141.294 $14.183  $302.889.
CPMIR $412.072 $479.097 $429.311 71373 SAUA690  $2.895 043
MBA 489 499 $423.082 $416.182 $675 341 $39U.59T  §2.304.092
Total SLISOG662  SI370,211 SLOY96Y3 S2,172383 SLI65144  ST.038,095

3.3.2 Evaluation of approval of sponsorship payments
As described in Table 4, Cbus’ sponsorship policy deseribes pay ment approval requirements
based on the sponsorship paviment values and comparison of actual sponsorship expenditure to
the budget. KPMG''s review of the approval of sponsorship pavments are provided below.

3.3.2.1 Sponsorship amounts between $0 - 310,000

KPMG identified 31 transactions fatling within this range. The transactions were approved as
required by Cbas’ sponsorship policy.

3.3.2.2  Spansorship amounis ubove 310,000 but within sponsorship budget

Sponsorship transactions falling wathin this range were approved as réquired bv Chus’
sponsorship policy .

3.3.23 Nponsorship amount below 810,000 but when aggregated exceeds $20,000 in a budget
yedr

As described in Table 4. the sum of spansorship pas ments to a particular Sponsoring Organisation
that exceed $20,000 in 2 budget vear require approval by the CEQ. Ewidence of the CEO's
approval for these sponsorship pavments should be recorded m the Request for Sponsorship
Document.

Accordingls. KPMG reviewed the Request for Sponsorship Documents for transactions falling in
this category to identifv evidence of CEQ approval. The review revealed 11 out of 31 transactions
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where there is no evidence of CEQ approval on the Request for Sponsorship Document (see Table
& below).

Tahle 6. P'ayments to sponsoring orgamsanons without approvals
fnvone date Relevait Naie of the Sponsoring Spomsorsiig Aggregatedamount
titancal vear  Orgatisation ainount pawd ke the
(AL Orgumsation belote
favaiee date [ATIS)

3 Mav 2010 FY 201U MHA NEW 33100 $334.070
9 Adgist 2010 FY 2411 MBA ACT $4.500 §70 w0
9 September 20t FY 2011 CTMETT SA $2.727 61,000
| Rovember 2010 FY 2011 AW NEW $3.000 $22.500
13 Novamber 2010 FY 2014 MBA Victorm Gippsland Regron $1.300 7m0
% Peeember 2010 Fy2u1] MBA Victona Northeast Region $140m $70.000
3t Bepletmber 2011 FY 2012 MBA ACT $4.5008 $7e 000
3 Dieermber 2011 FY 2002 MBA Victon MNorthesst Region $1.40n 70000
26 Mhoch 2013 FY 2013 CEPU WA 5.000 $53.000
12 June 2043 FY 2013 CLPUSA $2.000 $1i5.000
29 Outober 2013 FY 2004 CFMETT $2.500 223750
Total 533,427

It 15 relevant o note that Cbus’ sponsorship policy dees net define the term orgamsation. For the
purposes of this work, KPMG has treated separate branches of an organisation as a single
DrEanisation.

KPMG was advised by Chus that, due to the different values of sponsorship payments. the process
for cnsuning appropriatc authorisation in these circumstances is oncrous Conscquently, the
Workplace Distribution team responsible for the sponsorshup process will potentially not be aware
when payments aggregated ¢xceed the $20.000 threshold thercby . triggering the requrement for
CEO approval ‘

3.3.2.4  Approval of sponsorship payments that tnke total expenditure beyond budget
allocation

As mentioned in Table 4. any sponsorships which take the total value of sponsorship expenditure
beyvond the budget allocation. should be approved by the Marketing and Services Committee. In
order to uadertake this work. it was gecessary 1o establish anv vanances between sponsorship
expenditure and sponsorship budgets.

Sponsorship budgets

To idenufy the budges allocation. KPMG obtined informaiion for budgeted sponsorship
expenditure from Chbus which record the budger and reforecast amounts {or sponsorship during
the Period of Review, as provided in Table 7 below.
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dable 7. Budger and reforecast amounts for sponsorships
FY 2040 Y 2011 FY 2ul2 FY 2013 FY 2615

(AL ATy tATTS) AL (ALI$)
Spomsnrshup budeet allovation'- SoOu Oy FVS0.86D 764000 Sloupoin  $1152.000
Spomsorstup budget referecasts’” $158.250 2151500
Total T §I56250  SISO000  SO15500 SLO00000  S1,152,000

KPMG requested a breakdown or working papers that sct out a description of the budget and
reforecast amounts to-¢stablish the basis on which the budget was prepared and approved. KPMG
did not obtain the requested documentation that specifically identifies these budget and reforecast
allocations. KPMG was advised by Chus that managing budgcets primanly at a cost cenire Ievel.
can result in some individual expendsture items being greater than budget and others being less
than budges.

Sponsership expenditure

To wdentsfy the complete extent of sponsorship expenditure from the accounting records, KPMG
songht 1o understand the process of posting sponsorship expenditure to GL accomnts. KPMG was
advised that sponsorship expenditure is posted in accordance with mstructions from the approving
manager which is recorded on mvoices. Accordmgly, KPMG reviewed the atlocation of
sponsorship pavments to the GL. The value of sponsorship payments posted to the ‘sponsorship
general ledger account” is provided in Table 8 below.

Table &: Sponsorshup expendrire pusied 10 the Sponsorship acconnt’ in the GL

FY oo TY 2011 FY 2012 Fy 2003 FY 2014
(A1) (AL 1ALlS) {ATTS) (AL

Sponsdrstup expiendsiute posted o the $1290.291  $8G6.428  $587218  $864152 93149y
“sponsorship uccodnt in the GF 12

Sponsorship expenscs posted o other (i accournts

Additionally. from the review of invoices. KPMG obscrved that in FY 2011, FY 2012 and
FY 2013, sponsorship expenses of $92.181, $558,207 and $302.575 respectively were posted to
other GL. accounts as indicated in Table 9 below:

{uble Y. Sponsorship expenses posted 1o other GL acconnts
FY 2010  FY2011  FYasl2z  Fyams  FYaond

(AL tAUS LATTS) 1aU$ 1AL,
Muraber Marketing Imtaives ¢, acconut < RM2I81 $B0S ISR $R02ETS -
Branding exponses GL aveound - -~ $152.727 - -
limplover Markehmg Infrafives Gl accous - - $100.522 - -
Total - 92,9181 ESENZOT 5302574 -

1 Spansarsip budget mformation provided by the Fxecutive Manager. Fuaance and Corporate Seevices

* Sponsorship reforecast mbormution provided by the Execytive Manager. Finance and Corporate Services

P As per Chus” accounimg rocords,
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KPMG sought to understand the rationale for posting sponsorship expenses to other GL accounts.
Cbus informed KPMG that the accounts pavable team reviews inveices and post entries 1o the GL
based on the GL account information recorded on relevant invorces. Accounts payable do not
undertahe steps to validate whether allocated GL accounts are correct and appropnate for
associated transactions. In the abscnee of oxplanation from the Excoutive Manager. Workplace
Distribution, Cbus may consider further ¢xamination of the reasons for posting sponsorship
expenditure to other GL accounts,

Total sponsorship expenditure

Total sponsership expenditurc identified from Cbus” accounting records forthe Period of Review
is provided below m Table 14

Tuble 10. Totd sponsorship experditure
FY 010 FY 200 FY 2012 FY 2013 Fy 2014

(AUS) {AUS) (AUS) (AUS) tAIT$H)
Sponsorship expenditure as posted 1o the $E240.291  $BUGHIS  $587218 $RALIAZ  SUALaw
“gponsorship acconal” v the-GL (refer
fable 83
Add: Sponsurship expunses posted to - $9Za81 85358207 8302578 -
othet G acvounds frefer Table 9y
Total sponsorship expenditure 240,291 SRUB60Y 51,145,425 81,166,727  SO31,.499

Table 11 below sets out the variance between acwal sponsorship expenditure agamst the
reforocast hudget. We established that sponsorship cxpendituse was higher than the budget in the
three financial vears (FY 2010, FY 2012 and FY 2013). The sponsorship sxpenditure was below
the budget allocation 1 FY 2011 and FY 2014,

Table 11. Sponsvrship spends as per general ledger aecounts as compared to Pw approved
briclgets
FY 20§t FY 281 FY 282 Fy 2013 FY 2014

(AlIs) {AlSy (A1) (AU (AT
Spuisorship adget atlocauon Sounanl  S930000 S7640000 SLubuoun FLISZAG
Sponsorthip budpel reforecasts $158.250 $154.508
Total $75%.250 950000 - $945300  $LUMSDN0  F1 152 000
Sponsorship vependitune (A1 240290 SRORGUY  $1.145425  SL166727 0314w
Expenditure exeeeding budget (S492,041) - (5225925 {5166,717) -

Approvel by the Murketing and Services Committee

Having established the extent of expenditurc that exceeds budget reforccasts. KPMG reviewed
minotes of the Marketing and Services Commitiee mecting for the Period of Review and did not
identfy evidence of the required approval of the sposisorship expenditure that exceeded the
reforecast budget atlocations described m Table 11.
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3.3.25 Controls over approval process

As mentioned in section 3.2, sponsorship payments are initiated on receipt of a Request Letter
from a Sponsoring Organisation The Request Letier should provide details of sponsorship and
advertising services offered to Chus and the value of funding sought n retum. Workplace
Distribustion then prepares an intermal document known as the Request for Sponsorship Document
where the services offered are summarised and funding requested is stated. The Request for
Sponsorship Document s then signed by the relevant approvers as required by Cbus’ sponsorship
policy.,

It ss ewident from the above process that approvaly are only fecorded in the Request for
Sponsorship Document Further. there 18 no documentary trail to verify whether the approvers are
provided access to the Request Letter to check whether services and funding are correcily
summansed i the Request for Sponsorship Docuinent.

Accordingly . KPMG sought to understand whether facts from the Request Letier were correctly
summansed in the Request for Sponsorship Document. A review revealed the following:

20 instances (see Table 13 below). where the funding amount stated in the Request for
Sponsorship Document was lower than the funding amount stated in the Request Letter. as
explained below:

» The Request Letier set out separate funding amounts for advertising services and sponsorship
services offered to Chus.

e The Request for Sponsorship Document summansed both advertismg and sponsorship
services offercd by the Sponsorning Organisation. however, recorded onls the funding amount
for sponsorship services creating the impression to the approvers that all the activities offered
by the Sponsoring Organisation were available for a lower amount

» The actual amount pad to the Sponsoring Urganisation was the funding amount for both
adveriising and sponsorship services as stated m the Request Letter.

KPMG has not been provided with further information regarding reasons or explanation for

recording a lower funding amount m the Request for Sponsorship Document.

KPMG was advised that. only the invoice is sent to AP for processing. The Request for

Sponsorship Document. where approvals are micorded is not attached with the mvoice.

Consequently. AP dogs niot, and is not responsible for detecting amy discrepancies between values

recorded on invoices and the Request for Sponsorship Documents.

Table 13: Transactions where approved amonnls were Jower than the amownts paid

Mame of the Tavoue date Cost m the Request Lelter Cost in Tnvowe Bxuess
organisating Reayuest for Amount {AU%)
Sponsorsiap {AUS)
docimend
AU%)
CPMFUC &G 13 My 2010 Advertisitg $30.0000 Q000 $75455 825455
Drviszon 14 Sponsondup $45.155

“HOPMEN Copstructon and General Davision
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MBA (SA Y
MBA (Vi)
CEMPTI (N8W
CPMEU{S4)
MBA(TAS,
CPMIETT{8A)
CEMELI(NSW
MBA (TAS

MBA (Vi)

MBA (TAS)

Invasce date

A5 Juhy 2ol

23 Angust 2011

1 March 2011

1 Mach 2011

% March 2611

3 Mav2olt

17 May 20t

1S Jugge 201

24 e 2011

22 Tebruan 2012
16 Febryany 2012

'+ Septemibor 2012

11 Uetober 2012

16 May 2013

5 June 281 3

31 May 2013

20 hune 2043

26 June 2013

1% hine 20t §
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Cost m the Reguest Teuer

Advertinng
Sponsatshup

Adxertsmg
Sponsorship

Advertrang
Sponsorstap

Advertising
Spenmorsdup

Advertising

Spamsursiap

Adverbisitig
Spomsoslup

Advertising
Sponsorship

Advertistng

Bpossorstup

Advernsing
Sponsorship
No split provided
Na wpht provided
Advertising
Sponsursiap
Advertiging
Sponsorstip

Advertismg
Sponsorsiap

Advertising
Sponserdip
Advertiamg
Lponsarship

Adverbiging
Spogrondup

MBA Foundation
sponsorsinp

Adverusmg
Sponsorship

320000
$15.000
$3 Hen

K20 (0
$30 000
$30. 000

$1o.u0t

$15.00u
B0
2200

$30.0060
300

$3u.000
$E0.000

$30000
$r0.000

SI9:000
$R5.00

$30B1%
F71.272
19,000
35,000
$20.000
$30.060

$3 00
$12.0n,
$20: 000
F30.000
349,00
$35.000
$16.000
$2o000
$3b.000
SE0.000
L17.600
$28.600

Costm
Request for
Sponsorship
document
AT
15000
S0 (N
$27.273
$ia0u
$2000y
$25,000)
$su,000
320,004
$35.000
$2R409
$54.000

$35 G000

$3L000

$13.000

$30.000

$335.000

26001

$60.000

18,600

!

Tnvowe
amwipt
(AT

$33,f0t
443 458

$645. 008

$42.010
$3LH00
873435
$45.455
$34. 000

$62.500
$713272
$%4,400

$30.600
$17.000
$30.000
§84,400
$42.600
FLL0G

$48.200

¥ dfav 2045

Fxaess
(AUS)
$20 400
$25.455
$3%,727
$7.727
$22.0681
$25 U
$25 455
$25.455
S04
$34.091
$17.272
$49.400
F20.100)
$5.000
£20.000
$hudan
16006
$30,000

$17.000
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Nawe ol the Tavorce date Cost wy the Reguest Letier Costn Javeice Fxoess
orgapsation Rexqquest {or arwsunt (ALTS
Sponsorsing (AT}
docurend
AUS)
Tatal LR{T N3N

3.3.3  Monitoring sponsorship activity
K PMG sought to understand the system of processes put in place to verify whether the sponsored
services were provided. In that regard, KPMG was provided with a spreadsheet titled “2013
Schedule of Spunsorshrp Activitics” which tecords some dotail relating to the monitoring of
sponsorship activity. KPMG has not venfied the coments of or, assertions made - ths
spreadsheet and has not reconciled the spreadsheet to actyal sponsorship pavments described
above.

Additionally. KPMG's review of supporting documeiation revealed the requirement to formalls
monitor delivery of the sponsored services for 16 transactions. The Request for Sponsorship
documentation, require the establishment of a Monitoring Committee comprised of individuals
from the Sponsoring Orgamisation and Cbus with a mandate to formalh monitor dehvery of the
agreed services. KPMG has not sighted documents to evidence functioning of a Momtoring
Commitiee and no person from Workplace Distribation could provide any information about this
Commitice.

3.3.4  Payments to other entities associated with a Sponsoring organisation

During the course of this review, KPMG sdentified five payments to other entities that. KPMG
established ore associated with a Sponsoring Orgamsation °. Refer to Table 18 below for further
deails.

Tuble [8. Puvments to not-forprofit’ entites

Nanie of e Assootadton with lavoscedate Inveive  Deserplion recorded on the

“not-for-profit  Sponsoting amount  supporting inveive

ontitics orgardsation (AT183

| {ulielp Three'" of OzHelp 16 Man 30000 Spensorship fov the development and

Foundatron L. board members hold 2013 productron of maieyial wi the weu of

{"UrHelp)) senior rofes 1o the surcide prevention ws perematl on
Spousonag M Aday 14

2. Ozielp Thysmisalions 3 August So.000  Exgra post mcered jor the

Foundation Ltd. 2432 develupment.and produetion of

dtecterraly wr the ovea of swerde
prevestion as per il on e
& Septemtrer 204 1,
3 MBA VFL The mveice for this 141 February $27.272  ¥odescription
arnonent was ratsed on 42

S Dueto the unavailabilihy of supperting documentation. EFML fias ol been able to verity the ppese and.
approval of these payments 3 _ )
'The Deputy Board Chaw ot O Help 1 also the Preudent of the CFMEU, ACT Bminch, A Board Memlrer ol Oz
Flelp 15 also & Board Member of the MBA Gronp Trainmg snd Master Buslders Nabonal Rexidential Buijlders
Council, A Board Member. Oz Help s stso an Executive Director ot MBA. ACT
{sungee htipsfozhelp.ofg aufstelonr_peonle.php)
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HNanie of the Agsociabiaty with fnvoce date Invaice  Descriplion veconded on e
“aol-or-protit Sponsi g #OUnl  SUPPOEtRY inveice
cnkibies ORgUnISAton (ALS)y

MEA lettorhead Thew

Registered pffice

address s samne as

MBA"s address
Futal $66,272

3.4 Review of payments o non-Sponsoring Organisations

3.4.1 Summary of payments to non-Sponsoring Organisations

Based on Cbus™ accounting records. pavmeats of $1.93 milhion were made to non-Sponsormg
Oryanisations for the Period of Review .

1ahle 19: Paymenty to Non-Sportsoring Orgertisations
FY 2010alis)  FY2010ADS) FY20121IAUSY  FY 013A0%)  FY 2044ATT) fotal 1AL

$1v2.903 $224.1413 $479 094 8333907 $363.44b S1,948,06%

KPMG has revicwed the paymients included 1 Table 19 above aiid sighted evidence of approval
in terms of Chus sponsorship pohicy.

3.4.2 Completeness of supporting informaticn
KPMG sought relevant supporting documentation for the sponsorship payrsents and were
provided files comaining Request for Sponsorship Docaments over the Period of Review. We
were advised thar supporting documents could not be located for the transaction set out in
Table 20,

Table 20: Tranmsactions jorwhich request for sponsorshup docaments were not provided

Neme of the unen Invoise anwimt  Favoiee numbaer Invwdec. date
Bunlding fndustey 2000 Plus I amied $13.636 - 1308 28 Seplember 2013

KPMG is unable to commient on whether the above sponsorship payment were authorised in
accordance with Chus’ sponsorship policy

343 Payments to other entities associated with non-Sponsoring Organisations

KPMG observed one payment 10 a “not-for-profit’ organisation that is assecigted with z non-
Sponsoring Organisation, the nature of the association ig described in below in Table 21 below.
Sulficient documentation was not provided to delermine the purpose or naturc of this pavment,
as oxplained Below (see Table 21 below b
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Table 21: Pavment (o nol-for-profil entines
Name of the Nature of relationship Tavodce date Inwetce  Description i mvowce
not-for-profit” amount
entitics Aallsy
Ozllelp One of Oellelp’s Board 27 hne 2013 820000 Sponsorand frnacis) sapporl for
Tasmana Menthers was ascocated tshelp Lasmania for the penod
FPoumdstion @ ith the Ol Contractors FFHEOEY 10 30062014
Assocuted Federanon. Tasmanin
Incorporated.

An mtemel search on OzHelp Tasmania Foundation Associated Incorporated revealed that they
are a not-for-profit. public benevolent institution and a deductible gift recipient. Whilst the
associated invoice states that the payvment was for a sponsorship. 4 Request Letter outlming
sponsorship scrvices offered to Chbus and a Request for Sponsorship Document was not provided
for rcview.

Given the lack of information. KPMG is unable fo establish the nature or purpose of these
pavments. Chus may consider further examination of this matter onge the requisite documentation
is made available

3.4.4 Rental payments

KPMG identified paviments of $67,320 to the Canberra Tradesmen Umion as rent for office space
at Dickson. Canbezra for the five financial vears from FY 2010 to FY 2014. KPMG was advised
by Chus that these payiments relate to rental of a desk for a Cbus employee. KPMG's examination
of the rontal agrecment provided by Chus in support of this transaction revealed that the document
was nof signed No-additional supporting documentation was available for review by KPMG.
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Disclaimers

Inherent limitations

This report has boen prepared as outlined in Section Z. The services provided in conncction with
this engagement comprise an advisory ¢ngagement. which is not subject to assurance or other
standards ssued by the Australian Auditing and Assurance Standards Board and. consequently
no opinions or conclusions interded to convey assurance have been expressed.

No warranty of completéness. accuracy or reliability is given in relation to the statements and
fepresentations made by, and the information and documentation provided by Cbus management
and personnel / stakebolders consulted as part of the process.

KPMUG have mdicated within this report the sources of the infermation provided. We have not
souglt to independently verify those sources unless otherwise noted within the report.

KPMUG 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: findmgs in this report have been formed on the above basis.

Third parry reliance

This report is solely for the purpose set out i the Section 2 and for Chus” information. and is not
to be uscd for any other purpose or distributed to any other party without KPMG's prior written
consent.

This report has been prepared at the reguest of Cbus.in accordance with the erms of KPMG's
engagement contract dated |5 April 2074, Other than our responsibility to Chus. neither KPMG
nor any member or employee of KPMG undertakes responsibility ansing (n any way from reliance
placed by a third party on this report  Anix reliance placed is that party’s sole responsibility
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Appendix A - Procedures performed

The foliowing procedures were performed.

Obtarrung wiormaton

The follow ing information was obiained for the financial sears 2010 10 2014, unless otherwise
specified below:

» List of vendor names ;
s Taal balance:
o General ledger (GL) acoowit statements Tor sclocied vendor accounts.
e Chus sponsorship poliev aver the Period of Raview:
*  Minutes of the Marketing and Services Commitiee meetings over the Period of Review:
»  [lectronic accounting records of Chbus from SAP:
e A list of keywords to search clecironic accountmg data for transactions that may not have
been classified properly
» Supporting documentation for pavments:
- Scanned myvoices:
- Roguest letter from Sponsoring Organisation or Non-Sponsoring Organisations
requesting, sponsorship funding: and
< Intemal approval documentation i.¢. document i which approval as required by Chus’
sponsorship policy was documented.
» (Cbus Annual Reports over the Pétiod of Review: and

*  Marketing and Workplace distnbution budgets. where budgeted amount for spousorship was
discloscd.

Identification and review of paymemns lo Sponsoring Orgarisation and Non-Sponsoring

Elrgamsations

The following procedures were performed for the Period of Review. unless otherwise specified

balow-

» Scruunised GL account statements to identifs pasments,

e Using Data Analvtics tools. extracted transactions from Cbus™ accounts pavable data by
performing a search on above kevwords provided by Chbus.

s Reviewed transactions {whete transaction value was above $1.000) from the GI, account
statgments and transactions extracted through the dbove keyword search. Review involved
testing for the following:

- Whether payments were properly approved as requited by the Cbus” sponsorship policy.
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- Whether pavments were properly accounted: and
- Whether paymcnts were applied for the agreed purposes.
* As a past of the above review. a reconciliation was performed betwein the Sponsorship GL
accownts and the approved budgets:
s  Performed background searches of publicly available mformation on selected vendors to
establish affiliabons-with Sponsoring Organisation and non-Sponsoring Organtsations. if any.,
s Idemtified Directors™ fees from the GL accounts.
» Reconciled Direciors” feos from the GL accounts with disclosures i Cbus’ annual reports

* Held discussions with the Executive Manager. Governance and Risk and Executive Manager.
Finanea and Corporate services 1o clarify queries ansing from the above review,
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B Appendix B - Source and nature of documentation and
information relied upon for the purpose of this report
Fhe nature of data refied upon and source is summarised in the below table.
Data Source of data
Lavl of vend or narhes Execouve Manager. Finance and Corporaie Services
Trial balance Faeonbive Manager, Pindnge aindd Corporate Servives
Generad ledizer account statements for selected vendors Fseeubve Mansger. Fisnce und Corporate Senoes
tor tmancial vears 2000 40 2014
CUbus” sponsorship poly Fxecmlive Manager. Governanee & Rusk. Chns
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Management Response

This is a response from Chus management to the report, outlining steps that have already been
taken to improve processes and proposed changes te policy and delegations aimed at improving
transparency and governance in relation to Sponsorships. This report is being made to both the
Audit & Risk Management Comrmittee and Member and Employer Services Committee.

Further reporting will be provided to both Committees outlining the progress on the implementation
of new internal processes and controls,

New Structure and Accountabilities .

As a part of the recent restructure within Cbus, it was decided to move responsibility for
management of the sponsorships program into a new team focussed on the strategic management
of industry partrnerships across the fund. The Industry Partnerships team sits under Strategy &
Performance, working independently of, and consultatively with, the Member and Employer
Experience divisions.

The General Manager Industry Partnerships (Chris Lackwood) has responsibility for the sponsorships
budget, and is overseeing the development and implementation of improved and refined approval,
review and reporting processes. These will deliver stronger governance practices and budgetary
oversights with improved transparency of the program work through to committees and the Board

As a part of this change, there has also been a shift in the language used to describe the work
previously done under the “Sponsorships” banner. It has been decided to refer to the agreements
going forward as “Industry Partnership Agreements”. Where a greater focus will be placed on
maximising beneficial outcomes for both parties, helpling position Cbus as a recognised long term
partner of value and mfluence across our industries. This will signal a move away from the idea of
Chus providing payment for services/henefits in a one way transaction, and move to a point where
we are engaging with Partner Organisations to deliver programs of mutual benefit,

New Approval Processes

Partnership Agreement negotiation and approval will be supported by regular engagement with the
Member and Employer experience Divisions. (GM Workplace Service; GM Member Marketing; GM
Employer Service; GM Employer Marketing).

Alongside the proposed amendments to the delegations, a strengthened approvals process is being.
implemented, with recommendation and approval in all cases involving at feast two staff from at
least two business divisions (Strategy & Performance and Member or Employer Experience) as well
as the CEOD as required under the dealegations.

Amongst other changes, the Partnership Agreement master list will be updated to mclude
functionality to highlight aggregate spending thresholds for any organisation that would under the
policy require CEO approval for new agreements.

These changes deliver a more robust approval process with less reliance on a single subjective
opinion and greates transparency across the business.
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Single Budget Line

in the FY15 and previous budgets differsnt élements of the sponsorship program agreemerits were
gliocated to separate budget lines for "Advertising” and “Sponsarship”, at times sitting in separate
teams budgets between Workplace Distribution and Marketing/Communications.

A decision has been made to implement a single budget line for all new agreements from the FY16
budget going forward, An wrportant step 1n streamlining tracking and reporting of expenditure
this area.

An overall master Jist of Partnership Agreements will be maintained by the Industry Partnerships
team. A reconciliation of this list with the general ledger will be performed twice a year to ensure
consistency, and highhight any anomalies in the records for review and rectification.

in the occasional circumstance where a sponsorship payment will be made from a different budget
line, the rationale will be documented in the sponsorship approval process, and the details noted in
the Partnership Agreement master list.

These changes will ensure better overall governance with clear reporting on financials simplifying
the budget oversight across the organisation.

Benefit Analysis.

Alongside the introduction of the new approvals progess, FY16 will see the development ot a more
structured approach to analysing the benefits delivered through the Industry Partnerships
Agreements. The Industry Partnershups team will develop processes and systems to track agreement
implementation of and effective bengfit delivery through Partnership Agreements.

Some advertising and marketing channels used in the delivery of benefit through the agreements
lend themselves better to quantitative fracking and reporting than others. To assist in delivering
improved benefit and transparency of outcornes, it is intended to engage a consultant with a strong
commercial marketing and advertising background to review the benefits in currént agreements,
and provide insights on improvements thal will deliver increased benefits and more readily tracked
outtormes,

These changes wall support the delivery of better and more tangible outcomes through the
agreements program,

Internal Audit Review
Sponsorships will atso form part of the standing items for internal Audit review.

Ongoing Monitoring and Review
The Industry Partnerships Team will develop systerns and processes to facilitate the ongoing review
and tracking of agreement implementation through the year. A joirit monthly assessment panel will
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be established with the relevant staff from the Member and Employer Experience divisions to
maonitor agreement development, implementation and :budget._

A formal annual review involving the refevant Executives and GMs from Strategy & Performance,
Office of the CEO, G&R, Member and Employer Experience divisions will be held in the first quarter
of the year. This will be timed to allow for review of the performance of current financial year's
agreements, ahead of budget preparation for the comirig financial year,

Reporting

The stronger focus on structured benefit analysis will facilitate the delivery of more meaningful
reporting on the industry Partnerships program. An up to date report on all work with Industry
Partnerships Agreements, including a list of all new agreements made will be delivered to each
MB&ESC meeting. And an annual review of the full program implementation work and benefits
delivered will be defivered 1o the M&ESC in the first quarter of each new financial year for the work
of the previous financial year.

Proposed Delegations

Current delegations are based on historical organisational structures. With the new Organisational
structure and improved governance and reporting practices across the Industry Partnerships
Agreements program, it is proposed that new delegations be implemented to support the effective
rafi out of the new approval procésses snderpinned by the streagthened tracking and review
processes.

The proposed delegations below are supported by the stronger consultative approach in the new
approvals process. Where oversight of all agreements comes from across the Strategy &
Performance, Member ang Employer Experience divisions.

With stronger governance practices and increased responsibilities flowing the through the new
organisational structure, the new defegations are proposed to provide a good balance between
appropriate accountability and responsibility

Current Delegations:
Upto SIG,GGQ - Executive Manager, Workplace Distribution
510,000 or more - CEO

Proposed Delegations
Up to 530,000 - General Manager. industry Partnerships
{with recommendation signoff by relevant GM from Meniber or Employer Experience)
$30,000 to $75,000 - Executive Manager, Strategy and Performance
{with recommendation signoff by GM Industry Partnerships & relevant Executive from
-Member or Employer Experience)
575,000 or more — CEQ
{with recommendation signoff by GM Industry Partnerships , Executive Strategy and
Performance & relevant Executive from Member or Employer Experience}
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Once the final structure is in place across the organisation, the recammending roles noted above will
be built into the updated policy averseeing this work.

Sponsorship Policy Review — rename to Industry Partnership Agreements Policy

&s outlined above, refined and improved systems and processes will be delivered as a part of the
new Industry Partnerships Model. To support more manageable and effective governance of the
team’s work, the current Sponsorship Policy will be reviewed, The General Manager industry
Partnerships will undertake this review in consultation with the Exetutive managers from
Governance and Risk, Strategy and Performance, Member and Ernployer Experience.

A draft "Industry Partniership Agreements Policy” will be develaped for consideration by the M&ESC
for approval as a replacement to the current Spansorships Policy.

Observations on Key Findings by KPMG

Aggregate sponsorship aver 520k, not signed by CFO(1.3.1.3, 3.3.2.5)
‘Mitigations to address this risk addressed in item ”New Approval Process” above

Budget averrun without MSC approvel (1.3.1.3, 3.3.2.4)
Mitigations to address this risk addressed in items “Single Budget Line and “Ongoing
Monitoring & Review” above

Invoice paid greater thon sigred approvol document (1.3.1.4, 3.3.2.3)
Mitigations to address this risk addressed in items “New Approval Process” and “Internal
Audit” above

No muonitoring systems/processes {1.3.1.5, 3.3.3)
Mitigations to address this risk addressed in item “Ongoing Monitoring and review” above

Rentol PaymentssACT Office (1.3.1.1, 3.4.4)
This is being followed up by the GM, Corporate Services

Sponsership Expenses posted to other GL accounts (3.3.2.4) pg12
Mitigations to address this risk addressed in items “Single Budget Line” and “Internal Audit”
above



