The Auditor-General
Audit Report No.21 2007-08
Performance Audit

Regional Delivery Model for the Natural
Heritage Trust and the National Action Plan
for Salinity and Water Quality

Department of the Environment, Water, Heritage and the Arts

Department of Agriculture, Fisheries and Forestry

Australian National Audit Office



© Commonwealth
of Australia 2008

ISSN 1036-7632

ISBN 0 642 81001 X

COPYRIGHT INFORMATION

This work is copyright. Apart from
any use as permitted under the
Copyright Act 1968, no part may be
reproduced by any process without
prior written permission from the
Commonwealth.

Requests and inquiries concerning
reproduction and rights should be
addressed to the Commonwealth
Copyright Administration,
Attorney-General’s Department,
Robert Garran Offices,

National Circuit

Barton ACT 2600

http://www.ag.gov.au/cca

ANAO Audit Report No.21 2007-08
Regional Delivery Model for the Natural Heritage Trust and the National Action Plan
for Salinity and Water Quality

2



Australian National

Audit Office

Canberra ACT
7 February 2008

Dear Mr President
Dear Mr Speaker

The Australian National Audit Office has undertaken a performance audit in the
Department of the Environment, Water, Heritage and the Arts and the
Department of Agriculture, Fisheries and Forestry in accordance with the
authority contained in the Auditor-General Act 1997. Pursuant to Senate
Standing Order 166 relating to the presentation of documents when the Senate
is not sitting, | present the report of this audit and the accompanying brochure.
The report is titled Regional Delivery Model for the Natural Heritage Trust and
the National Action Plan for Salinity and Water Quality.

Following its presentation and receipt, the report will be placed on the
Australian National Audit Office’s Homepage—http://www.anao.gov.au.

Yours sincerely

== 2=

lan McPhee
Auditor-General

The Honourable the President of the Senate

The Honourable the Speaker of the House of Representatives
Parliament House

Canberra ACT

ANAO Audit Report No.21 2007-08
Regional Delivery Model for the Natural Heritage Trust and the National Action Plan
for Salinity and Water Quality

3



AUDITING FOR AUSTRALIA

The Auditor-General is head of the
Australian National Audit Office. The
ANAO assists the Auditor-General to
carry out his duties under the
Auditor-General Act 1997 to undertake
performance audits and financial
statement audits of Commonwealth
public sector bodies and to provide
independent reports and advice for
the Parliament, the Government and
the community. The aim is to improve
Commonwealth public sector
administration and accountability.

For further information contact:
The Publications Manager
Australian National Audit Office
GPO Box 707

Canberra ACT 2601

Telephone: (02) 6203 7505
Fax: (02) 6203 7519
Email: webmaster@anao.gov.au

ANAO audit reports and information

about the ANAO are available at our
internet address:

http://www.anao.gov.au

Audit Team
Peter McVay
Sally Ramsey
Lucy Horan
Barbara Cass

ANAO Audit Report No.21 2007-08
Regional Delivery Model for the Natural Heritage Trust and the National Action Plan
for Salinity and Water Quality

4



Contents

ADDIEVIATIONS. ...ttt 8
(€1 (01 IT= T TP 9
Summary and ReCOMMENTALIONS .....oiueiiieiiiiiie e 11
SUMIMBIY ..ttt e e e bebeaaees 13
T 0T [T 1o o P PRERRR 13
Audit SCOPE and ODJECHIVES ......ueviiiiiiiii et 14
1070] o Tox 11 55] T o PRSPPI 15
KEY FINAINGS .ottt ettt e as 17
Summary of Environment and DAFF r€SPONSE .......cccoiuviieiiiiiiieeiiiiieeesiieeeeenieeeas 25
RECOMMENUALIONS ...ttt e e e e e et e e e e e e e e eeeaaaeas 27
Audit FINdings and CONCIUSIONS ......uoiiiiiiiiie e 31
I 7= Tod (o | (0] ¥ o o PSPPI 33
T 0T [T 1o o S PPEERR 33
Natural resource management PrOGramS ........eeorreerreeerreesreeesreeesreesreeesreeesenees 33
The regional delivery MOdel..........cuuiiiiiiiii e 35
Previous ANAQO QUAILS ......ueeiieeeieiiieiei e r e e s e e e e e e e e ereeaeeeeeanne 38
Audit objective, scope and Methodology ........euvviveeiiiiiiiiiiieee e 38
2. Implementation of Regional DelIVEIY .........cooiii i 41
T 0T [T 1o o P PPERER 41
Selecting the regional delivery Model ..o 41
Managing the risk of regional deliVEry ... 43
Bilateral agrEEMENTS .......coiuiiiiiiii e 46
The establishment of regions and regional bodies .............cccccveveieeeiivicciiiieiee e, 48
Development and accreditation of regional plans............cocovveiiiiiiiiniiee e 52
Regional INVeStMENt STrategieS ......coiuvviieiiiiiee et 57
CONCIUSION 1.ttt ettt st nne e e nire e 61
3. Governance and Financial Management..........ooccueiiiiiiieeaiiiiieeeee e 63
T 0T [T 1o o PR 63
Overview of regional bodies’ governance arrangements..........ccooeecvvvveeeeeeeeeeesinnns 63
National review of governance arrangements ..........ccveeeeiirreeeriiieieennieeee e 64
Improving governance arranNgemMENTS ...........euuererueeereeeaieeesreeeaeeeseeeesneeeesseeeaneeas 66
Cash flow MaNAQEMENT .........ueeiiiie e e e e rrareeae s 70
ACQUILEAI OF PAYMENTS ...ttt 79
Accounting practices and financial reporting by regional bodies.............cccccceoueee. 83
CONCIUSION 1.ttt ettt s e s e e ninee 84

ANAO Audit Report No.21 2007-08
Regional Delivery Model for the Natural Heritage Trust and the National Action Plan
for Salinity and Water Quality

5



4. Monitoring, Evaluation and Reporting on Performance..........cccccccceevviiiiiiineneeeenn. 86

1] (oo [N T (o o RO PSSR UUPPRPRUPRP 86
Framework for measuring the programs’ performance...........cccocovvveeiiiieeeeiiieeeenns 87
Implementation oOf the fraMEWOIK............ccoiiiiiiiiiie e 89
Evaluations of the regional delivery model ...........cccoooviiiiiiiiiiii e 94
PerformanCe rePOMING ......cueeie et 97
(070 o3 513 T o O PP PP 102
N o] o 1= o Lo = RSP PSEPR 105
Appendix 1: Summary of Regional Bodies’ Responses to the ANAO’s Survey... 107
Appendix 2: Response from the Department of the Environment, Water,
Heritage and the Arts and the Department of Agriculture,
Fisheries and FOrestry........c.uuveeiiiiiiiiiiiieeecee e 113
100 1= SRR 125
= 1 R 1= SRR 127
Current Better PractiCe GUIAES .......c.vuviiiiiiiiie ettt 129
Tables
Table 1.1 Cumulative Australian Government NHT 2/NAP funding to each
State/Territory as of 30 JUNE 2007 ........cooueeieeiiiiiee e 36
Table 2.1 Key areas of risk and examples of risks identified ...............cccccceenee 43
Table 2.2 Dates on which the NAP and NHT bilateral agreements were
SIGNEA e 47
Table 2.3 Aggregated survey responses from 50 regional bodies to the
question: Guidance and information from the Australian
Government had been clear and helpful in assisting with matters
such as regional planning and investment. ............ccccoooiiiiiieieneninns 50
Table 2.4 An example of the link between RCTs, MATs and the RIS................ 57
Table 3.1 Key governance features of each State/Territory...........ccccvvvvvveveeennn. 64
Table 3.2 Days elapsed after 1 July of each year until 25 per cent or more
of Australian Government payments had entered into respective
SH A ettt 72
Table 3.3 Responses from 50 regional bodies to the ANAQ'’s survey
question: Payments from the Australian Government have been
made to your region at timely intervals to meet the cash flow
needs of Projects iN YOUr regiON. ........ccoiiieieeiiiieiee e 73
Table 3.4 Insolvency risk of regional bodies, by State/Territory..........cccccceeeenns 77
Table 3.5 Acquittal information by State/Territory for 2005-06............ccccouvee.. 79
Table 3.6 Unspent NHT 1 funds in State/Territory accounts at 30 June
2007 et a e e a e ra e e e 81
Table 3.7 Total interest earned on State/Territory accounts in 2005-06
(includes Commonwealth and State/Territory interest) ............c......... 82
Table 4.1 Standard OULPUL rEPOMING ......ciiviiiieiiiiiiee et 98

ANAO Audit Report No.21 2007-08
Regional Delivery Model for the Natural Heritage Trust and the National Action Plan
for Salinity and Water Quality

6



Figures

Figure 1.1 The governance framework for regional delivery of NHT 2 and

TNE INAP e 37
Figure 1.2 REPOI SITUCTUIE ...ttt e e 40
Figure 2.1 NHT 2 and NAP r€QIONS ...cccitiiiieiiiiiie ettt 49
Figure 2.2 Relationship between outcomes, RCTs and MATS.........cccccvvevveeeennn. 52
Case Study 1—Management Of Fraud ...........occceveiiiiiiiiiiiiie e 67
Case Study 2—Managing program risks through the regional bodies ........................ 70
Case Study 3—New South Wales Treasury POlCY ........ccueeeeeviiiiiiiiiiiiee e ceiiiieeee e 75
Case Study 4—Queensland’s VISTA SYSIEM ....ccoiiiiiiiiiiiiii et 92
Figure 4.1 Relationship between outputs, intermediate outcomes and

OULCOIMIES ..ttt ettt e e ettt e e e et e e e e e e e eenenes 101

ANAO Audit Report No.21 2007-08
Regional Delivery Model for the Natural Heritage Trust and the National Action Plan
for Salinity and Water Quality

7



Abbreviations

ANAO
DAFF

Environment

JSC
MAT
NAP
NHT
NRM
RCT
RIS

SHA

ANAO Audit Report No.21 20

Australian National Audit Office
Department of Agriculture, Fisheries and Forestry

Former Department of the Environment and Water
Resources — now the Department of the Environment,
Water, Heritage and the Arts

Joint Steering Committee

Management action target

National Action Plan for Salinity and Water Quality
Natural Heritage Trust

Natural Resource Management

Resource condition target

Regional investment strategy

Single holding account

07-08

Regional Delivery Model for the Natural Heritage Trust and the National Action Plan

for Salinity and Water Quality

8



Glossary

Accreditation

Bilateral
Agreement

Intermediate
outcomes

Joint Steering
Committee

Joint Team

A formal process for assessing the appropriateness of a
regional plan.

An agreement between two parties which in this case refers
to agreements made between the Australian Government
and each of the State/Territory governments.

Intermediate outcomes are stepping stones towards the
achievement of resource condition targets. Intermediate
outcomes generally relate to medium term timeframes of
one to five years. In terms of the National Heritage Trust
and the National Action Plan for Salinity and Water
Quality, there tends to be two types of intermediate
outcomes:

. those concerned with aggregate changes in how a
region has been managed (total area or per cent of
region managed in a certain way). For example, a
reduction in pest damage, or an increase in the area
of land protected; and

. those concerned with a change in the attitudes and
practices of land managers. For example, what land
managers are doing differently as a result of
participation in projects and awareness raising
activities.

Committees comprised of senior government officials from
Australian and State/Territory governments.

Team comprised of staff from the Departments of the
Environment, Water, Heritage and the Arts and
Agriculture, Fisheries and Forestry for the purpose of
administering programs from each portfolio that have
similar outcomes.
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Regional body The entity responsible for the development of the plan and
investment strategy for managing the region’s natural
resources. The entity also delivers the activities outlined in
the plan and funded under the investment strategy.
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Summary

Introduction

1. Australia’s environmental and productive natural resources are among
its most precious assets. As well as providing water, food and clothing, natural
resources provide habitat for our unique plants and animals and the landscape
that helps to define our image of Australia. In 1996, the Australia: State of the
Environment report commented that [European settlement] has resulted in the
introduction of many practices that...’have radically altered and degraded
much of the Australian landscape’.!

2. The way that natural resources are used and managed is fundamental
to the long-term economic viability of the agricultural sector as well as the
wellbeing of current and future generations of Australians.? To better manage
the use of Australia’s natural resources, the then Australian Government?
implemented two natural resource management (NRM) programs, the:

o Natural Heritage Trust (NHT); and
J National Action Plan for Salinity and Water Quality (NAP).
3. The Natural Heritage Trust of Australia Act 1997 established the NHT,

which was to be a comprehensive, integrated response to conserve, repair and
replenish Australia’s natural capital infrastructure. The Department of the
Environment, Water, Heritage and the Arts (Environment) has been
responsible for delivery of two phases of the NHT. The first phase, NHT 1
(1996-97 to 2001-02), allocated $1.5 billion to natural resource management
(NRM) and environmental activities. The second phase, NHT 2 (2002-03 to
2007-08), allocated $1.3 billion for NRM activities. A third phase, NHT 3, with
potential funding of $2 billion, is planned to commence in 2008-09.

State of the Environment Advisory Council, Australia: State of the Environment, Department of the
Environment, Sport and Territories, 1996, p. 4-55. Subsequent reports have been published in 2001 and
2006.

Standing Committee of Agriculture and Resource Management, Managing Natural Resources in Rural
Australia for a Sustainable Future: A discussion paper for developing a national policy; December 1999,

p. 1.

Where the audit findings refer to the Australian Government or Australian Government Ministers this
relates to the period prior to the Federal Election held on 24 November 2007.

Natural Heritage Trust of Australia Act 1997, s. 3, p. 3.
ANAO Audit Report No.21 2007-08
Regional Delivery Model for the Natural Heritage Trust and the National Action Plan

for Salinity and Water Quality

13



4, The NAP was established in 2000-01. Funding of $700 million across
eight years was allocated to the Department of Agriculture, Fisheries and
Forestry (DAFF) for the program. The goal of the NAP is to address dryland
salinity as well as improved water quality. The NAP has not been renewed
beyond June 2008; its focus will be subsumed within NHT 3.

The regional delivery model

5. A regional focus was selected by the Australian Government for the
NHT 2 and the NAP as it offered a framework for NRM planning and action
that suited the specific circumstances of different regions and allowed the
social, economic and environmental dimensions to be considered in an
integrated way. Further, a regional focus was also considered by the
departments to be the most suitable for determining priorities, sharing
investment arrangements and for coordinating actions over a large area
involving many people. Over half of the administered funds allocated to the
NHT 2 and the NAP to June 2007 (that is, some $1 billion) have been spent
through 56 regional bodies across Australia.

6. Bilateral agreements were signed between the Australian Government
and the State/Territory governments, setting out the governance, financial
management, monitoring and reporting responsibilities of each party. The
State/Territory governments have signed partnership agreements with the
relevant regional bodies regarding the delivery of these responsibilities.
Regional bodies have developed plans and investment strategies to show how
the programs will be delivered ‘on the ground’. These plans and strategies
were designed to be accredited and subsequently approved at the national and
State/Territory level in order to receive ongoing funding.

Audit scope and objectives

7. The objective of this audit was to assess and report on the
administration of the regional delivery of NHT 2 and the NAP.

8. The scope of the audit encompassed both Environment and DAFF,
including the Joint Team of staff from both departments working together
under a common management structure for the delivery of both programs. The
audit focused on:

o the implementation of the regional delivery arrangements;

o governance and financial management for regional delivery; and
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o monitoring, evaluation and reporting on the programs’ performance.

Previous audits

9. The Australian National Audit Office (ANAO) has examined the
effectiveness of the administration of the NHT and/or NAP programs in four
previous audit reports:

. Audit Report No.36,1996-97, Commonwealth Natural Resource
Management and Environment Programs;

° Audit Report No.43, 2000-01, Performance Information for Commonwealth
Financial Assistance under the Natural Heritage Trust;

° Audit Report No.17, 2004-05, The Administration of the National Action
Plan for Salinity and Water Quality; and

. Audit Report No.31, 2006-07, The Conservation and Protection of National
Threatened Species and Ecological Communities.

10. The implementation of the relevant recommendations and findings
from these audits are discussed in the key findings and in the following
chapters of this report.

Conclusion

11. The regional delivery model for the NHT 2 and the NAP was based on
consideration of the views of a wide range of stakeholders and the lessons
learned from the program evaluations conducted by the Joint Team
comprising staff from both Environment and DAFF. The rationale for regional
delivery was to be more strategic and results-focused at a regional scale. This
was supported by well designed bilateral agreements between the Australian
Government and the States/Territories and a comprehensive planning and
accreditation process based on the ‘best available” science. Given the scale of
the NRM challenge across Australia and past experiences, it was a reasonable
model in the circumstances.

12. Progress in implementing improvements in administration following
ANAO Audit Report No 17, 2004-05° has been comprehensive and
well-focused on significant risks. The Australian Government has been well
supported by State Governments and regional bodies in improving

®  Australian National Audit Office, Audit Report No.17, 2004-05, The Administration of the National Action
Plan for Salinity and Water Quality.
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administration. Nevertheless, significant areas of non-compliance by State
agencies with the bilateral agreements have been identified and will require
attention leading into NHT 3. In particular, attention will need to be given to
addressing the transparency and accountability of Australian Government
funds managed by the States/Territories—particularly in terms of meeting the
auditing requirements of the agreements and offsetting unspent funds
remaining in State or Territory holding accounts.

13. The quality and measurability of the targets in the regional plans is an
issue for attention and is being addressed in some States. This should be
considered nationally —especially as the absence of sufficient scientific data has
limited the ability of regional bodies to link the targets in their plans to
program outcomes. Dissemination of good practice and, in particular, the
documentation of the cost effectiveness of actions funded through the program
will need to be a priority for NHT 3.

14. There is evidence that activities are occurring ‘on the ground’. For
example, Environment’s 2006-07 Annual Report commented that the programs
have “helped to protect over eight million hectares of wetlands, have treated
over 600 000 hectares of land to reduce salinity and erosion, and have involved
some 800 000 volunteers in on-ground conservation work’.® However at the
present time it is not possible to report meaningfully on the extent to which
these outputs contribute to the outcomes sought by government. There are
long lead times for national outcomes and delays in signing bilateral
agreements did not help this process. The absence of consistently validated
data, the lack of agreement on performance indicators and any intermediate
outcomes has significantly limited the quality of the reporting process.

15. Overall, the ANAO considers the information reported in the DAFF
and NHT Annual Reports has been insufficient to make an informed
judgement as to the progress of the programs towards either outcomes or
intermediate outcomes. There is little evidence as yet that the programs are
adequately achieving the anticipated national outcomes or giving sufficient
attention to the ‘radically altered and degraded Australian landscape’
highlighted in the 1996 Australia: State of the Environment Report. Performance
measurement has been an ongoing issue covered by three previous ANAO
audits since 1996-97 and should be a priority for attention in the lead up to
NHT 3.

®  The then Department of the Environment and Water Resources, Annual Report 2006-07, p. 5.
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16. To assess progress made in this area, the ANAO will consider
conducting a follow-up audit reporting to Parliament on progress towards
achieving outcomes for NHT 3. Such an audit will be considered within the
context of future Audit Work Programs.

Key findings by chapter

Implementation of the regional delivery model (Chapter 2)

Selecting the regional model

17. While not explicitly outlining the costs and benefits of alternative
models, the rationale for the delivery of the NHT2 and NAP was well
supported by research and the results of evaluations. The documentation
highlights the broad consultation and consideration that went into the design
of the regional model. Australian and State/Territory Ministers at the time
supported a more devolved, regional delivery approach for NRM programes.

The management of risks

18. At the commencement of the NHT2 and the NAP there were
formidable risks to the achievement of intended outcomes. In particular, the
Commonwealth Scientific and Industrial Research Organisation (CSIRO), in a
report to the Joint Team in 2004, commented that the success of programs like
the NHT depends on the knowledge and expertise of regional bodies. The Joint
Team has introduced a range of measures to improve knowledge management.
The NRM website <www.nrm.gov.au> includes the mosaic mapping project,
which show, by region, activities and some of the lessons learned across
different regions and landscapes. Community forums and the network of
NRM facilitators and coordinators have also assisted in disseminating
information. In addition, the Joint Team in association with Land and Water
Australia has been working on improving knowledge management.”

19. However, many of these initiatives are being pilot tested or in the early
phase of roll out. This makes it difficult to form an audit opinion at this stage.
Nevertheless, the regions surveyed by the ANAO commented that there is still
much to be done to improve the dissemination of lessons learned at the
regional level. The ANAO considers that documentation of the economic costs
and benefits of different ‘on-ground” actions needs to be substantially

" Land and Water Australia is a research and development corporation within the Agriculture, Fisheries

and Forestry Portfolio.
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improved. There is still little information as to what options are best to deliver
value for money outcomes. This leaves substantial residual risks at the end of
the NHT 2 and the NAP and leading into the NHT 3.

Bilateral agreements

20. Agreements were negotiated and signed bilaterally between the
Australian Government and each State/Territory Government to provide the
management framework for the NHT 2 and the NAP. The agreements were
well designed and provide a good basis for agreements under NHT 3.
However, negotiations were often protracted and, consequently, this affected
the timeliness of the implementation of the programs. The delays in reaching
agreement had unfortunate consequences for some regions in existence prior
to NHT 2. Staff members were laid off and regional bodies were downsized.
This is a risk under the transitional period for NHT 3. However, the Joint Team
has indicated that they are aware of the problem and are working with the
States and Territories to ensure that agreements are in place as soon as possible
for NHT 3.

21. Negotiations over the content of the bilateral agreements also resulted
in some differences between agreements. For example, the agreement signed
between the Queensland and Australian Governments includes a special
arrangement where, unlike all other States/Territories, the Queensland
Government is not required to offset any interest earned on funding. To avoid
any suggestion that some States/Territories have been given preferential
treatment, it is desirable that all provisions are as consistent as possible in the
bilateral agreements for NHT 3.

Regional planning and accreditation

22. Currently, 55 of the 56 regions delivering the NHT and NAP have plans
accredited by the Australian Government.® The regional model has not suited
all regions as illustrated by the difficulties in establishing a regional body and
an accredited plan for the Cape York region. However, in the majority of cases
where accreditation has occurred for regional plans, there have been
shortcomings. In 2004, the CSIRO noted that regardless of whether or not
proposed targets were underpinned by scientific knowledge and
experimentation, there was little information forthcoming that suggested that

®  Through the development of accredited regional plans, the Australian Government, and State and

Territory governments agreed to support integrated NRM across Australia. These plans identified
regional priorities and established a framework for investment in action.
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targets, even if met, would be sufficiently robust to arrest or reverse the decline
in catchment condition in many areas. Regions surveyed by the ANAO in 2007
also commented on the lack of adequate scientific data. Of the 50 regional
bodies that responded, only 12 (24 per cent) agreed that the level of scientific
knowledge and technical data available had been adequate for developing
plans, investment strategies and measurable regional targets. An analysis of
the accredited regional plans of eight regional bodies by the ANAO found that
80 out of 163 resource condition targets identified in the plans did not meet the
stated criteria in terms of being measurable or having a specific timeframe.”

23. In New South Wales, Victoria and South Australia there are processes
in train to improve the targets set out in regional plans. The ANAO recognises
that it was no easy task to develop high quality regional plans in the absence of
quality data or prior research. However, tackling NRM challenges such as
dryland salinity require strong collaborative efforts at all levels (national,
regional and local) if resources are to be well targeted and used effectively. It
will be important that all regional plans in all States and Territories are of
sufficient quality to provide an assurance that program outcomes are likely to
be achieved from the Australian Government’s potential allocation of $2 billion
for NHT 3.

Regional investment strategies

24. In terms of the allocation of funds under the programs, over $1 billion
has been outlaid for regional investments through the NHT 2 and NAP to
June 2007. The investment was directed towards activities such as salinity
mitigation works, revegetation and rehabilitation of native vegetation, pest
animal and plant controls, improving rivers and waterways and recovery
plans for threatened species. There is documentation to support reasons for
investment decisions. These decisions are based on merit and linked to the
criteria. Nevertheless, the ability of regions to quantify what the investments
will achieve against program outcomes is constrained by the absence and
general nature of some targets and the lack of relevant monitoring and/or
modelling systems. Consequently, it is difficult to compare value for money
from investments across regions. Where the impact on resource condition is
identified by regional bodies, the expected results were often low (frequently

This finding is supported by a recent report from the Victorian Catchment Management Council which
found that of the 530-plus resource condition targets in Victorian regional catchment strategies, few were
specific, measurable, achievable, realistic or time-related. Victorian Catchment Management Council,
Catchment Condition Report, 2007, p. 13.
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less than one per cent of the longer-term resource condition target). This
suggests that the achievement of some outcomes is going to be a long-term
process—potentially over two hundred years at current progress.

Governance and financial management (Chapter 3)
National review of governance arrangements

25. The governance arrangements for the regional delivery of the NHT 2
and the NAP are inherently complex and challenging because of the number of
organisations involved in service delivery. However, administrative
arrangements have been subject to substantial review and improvement since
the issue was raised in the ANAO’s Audit Report No.17, 2004-05.
Improvements have included formalising arrangements, independent
evaluation and the development of a regional governance checklist. The
Australian Government’s NRM Joint Team, State agencies and particularly
State Audit Offices have all played a part in improving administration for the
delivery of funding for NRM.

Improving governance arrangements

26. Processes such as the Business Improvement Review in Queensland
have enabled the effective evaluation of regional administration structures and
practices. State agencies and State audit offices in Western Australia,
New South Wales and Victoria have also assisted in improving governance in
regional bodies. In addition, regional boards have demonstrated that they are
monitoring the use of NHT/NAP funds. For example, when a case of fraud was
detected, it was the regional board that identified the problem and took the
appropriate action.

27. While significant improvements have been made, substantial risks
remain, which will require ongoing management efforts by all relevant parties.
In particular, the integration of the local NHT investment stream (through
programs such as Envirofund which is delivered directly from the Australian
Government) could be strengthened. Currently, outputs from the local
investment stream are not provided to regional bodies. This means that
regions are effectively unable to incorporate the program results from local
investment stream programs into their regional monitoring and reporting
processes. The Joint Team has indicated to the ANAO that it is currently
working closely with regions to develop a process for providing outputs data
to them in a meaningful and useful format.
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Financial management

28. Good cash flow management practice is important for the success of the
programs. The correct timing of payments is crucial as payments made too
early are an unnecessary cost to the Australian Government. However,
payments made too late risk delaying the program results and put
considerable strain on the financial capacity of regional bodies that are
dependent upon external program funds.

29. The bilateral agreements require the Australian Government and
State/Territory governments to pay the cash funding contributions into a
Single Holding Account (SHA) prior to being forwarded to regional bodies.
Each SHA is administered by the relevant State or Territory agency but
oversighted by the relevant Joint Steering Committee (JSC) comprised of Joint
Team and State/Territory officials. Consequently, the Joint Team as well as the
State agency is required to authorise payments from the SHA to the regions.

30. Significant delays in payments continue to be an ongoing issue at the
time of this audit. In 2005-06, the elapsed time from the start of the financial
year for payments into the SHAs varied from 53 days for Tasmania to 271 days
for Victoria. These delays have also contributed unnecessarily to an insolvency
risk for 13 regional bodies. The Joint Team is proposing to introduce more
streamlined financial management practices for NHT 3. These measures are
likely to improve on current practices. However, the ANAO considers that
stronger monitoring is needed to manage and mitigate the risk of payments
being delayed to the regions and funds accumulating in State/Territory
accounts.

Compliance with the financial provisions of the bilateral agreements

3L The bilateral agreements contain a range of principles and controls
relevant to payments made through the programs. These include transparency
in financial transactions, control of payments through the JSCs, requirements
for audited financial statements and offsetting unspent funds. Significant
breaches of the bilateral agreements have been identified. These include
examples of particular States/Territories:

° not maintaining a transparent SHA;

J releasing program funds from the single holding account without
appropriate approvals;
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. not providing audited financial statements (acquittals) to indicate that
funds have been spent for their intended purposes;

. retaining unspent NHT 1 funds (valued at $6.1 million) rather than
offsetting them against NHT 2 allocations; and

J not disclosing interest earned from a single holding account or its use
in accordance with the bilateral agreements.

32. In this light, it is evident that these matters should be addressed and
stronger controls implemented to achieve greater compliance with the bilateral
agreements for NHT 3. Otherwise, the value and credibility of bilateral
agreements is compromised. There would also be benefit in standardising the
presentation of regional bodies’ financial statements for comparability and
analysis and improved disclosure regarding the use of Australian Government
funds.

Monitoring, evaluation and reporting on performance (Chapter 4)
Significance of monitoring, evaluation and reporting

33. Performance monitoring, evaluation and reporting are essential for
determining the extent to which agencies’ outputs and administered items
contribute to the achievement of the program outcomes. ANAO audits in
1996-97, 2000-01 and again in 2004-05 found weaknesses in the monitoring
and reporting of the performance of the NHT. In summary there was no
effective outcomes reporting. The departments agreed to the recommendations
to develop and implement measures, systems and processes to improve
performance in this area.

Framework for measuring the program’s performance

34. In 2002, the NRM Ministerial Council endorsed a National NRM
Monitoring and Evaluation Framework. The framework is generally sound and
provides a reasonable basis for measuring and reporting on performance.
However, the implementation of the framework has been stalled by the lack of
agreement to appropriate performance indicators. Of the 61 indicators
identified, only seven have been agreed by Australian Government and
State/Territory officials. As a result, there is insufficient information to make an
informed judgement as to the progress of the programs towards either
intermediate or longer-term outcomes. The indicators are not expected to be in
place until June 2008 —the completion date for NHT 2 and the NAP—after
which baseline data is intended to be established. Consequently, the overall
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impact of the programs on NRM will not be known when the NHT 2 and NAP
are finished in June 2008. Full implementation may take longer again.

Implementation of the framework

Data validation

35. In the 2000-01 audit, the ANAO found significant weaknesses in
relation to the validity of the output data reported. The data was a mix of
actual and anticipated results. In 2004-05, the ANAO also noted that
performance information still included estimates of performance. Since that
time the Joint Team has developed a standardised output reporting system
that reflects actual data from the regions. This is a positive development since
2004-05.

36. However, the data validation is limited to a desk-top review. From a
sample of nine regions, the ANAO concluded that regional bodies do engage
in some form of validation. This ranged from spot checks to independent
audits of a sample of projects. Greater assurance of the accuracy of output data
would be provided if all regional bodies validated the output data to a
consistent standard before it is reported to the JSC and the Joint Team.
Guidance from the Joint Team to the regions on matters such as the statistical
validity of the sample, the level of acceptable risk and the appropriate
methodologies for validating particular types of outputs prior to the
introduction of NHT 3 would contribute positively to the quality of data being
reported.

Improving performance in data and systems management

37. Currently, there are many different systems in place in the
States/Territories and regions with the inherent duplication and inefficiency
problems this brings.

38. During the course of the audit the Joint Team committed $2.2 million to
a Building Better Data project with the intention of improving performance
reporting processes for NHT 3. The project also aims to improve information
management systems for performance reporting by reviewing and
streamlining performance reporting. This will include an assessment of the
appropriateness of data currently collected, the effectiveness and efficiency of
information management systems currently employed and the use of data. The
ANAO considers that priority should be given to effectively implementing this
initiative and having it in place prior to the introduction of NHT 3.
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39. It is particularly important that progress against outcomes is measured
and reported, and lessons learned documented. Establishing clear and precise
business rules would assist in better integrating systems and reducing the
transaction costs of performance reporting.

Program evaluations

40. The evaluations of key aspects of the NHT and NAP programs were
fair and balanced and provided a good basis for improving the efficiency of the
delivery of the programs. However, the evaluations were not able to report
conclusively on the effectiveness of NHT 2 and the NAP. At the time of the
evaluations there was little evidence that there has been any substantial
movement towards landscape scale repair and replenishment of natural
resources as envisaged by the NHT. Nor was there evidence of significant
progress towards preventing, stabilising and reversing salinity trends as
envisaged by the NAP. From the evidence reviewed as part of this audit, this is
still the case which suggests that stronger targeting of NHT 3 towards the
highest priorities and most critical national assets is necessary to achieve
measurable results.

Performance reporting

41. Reporting has largely focused on activities and outputs rather than
progress towards outcomes. Further, DAFF’s Annual Report 2005-06 reported
intended outcomes rather than actual results. The NHT annual report for 2005
06 was tabled in November 2007 —eleven months after the statutory deadline.
The Joint Team has indicated that this delay is not likely to be repeated in
subsequent years.

42. In 2000-01, the ANAO recommended the implementation of
intermediate outcomes'® as an integral part of accountability arrangements for
the NHT and future NRM and environment programs. This was agreed by the
Joint Team. However, at present, the use of intermediate outcomes is at a very
early stage and is not currently operational for reporting purposes. Through
the Building Better Data project, the Joint Team intends to develop and trial a
‘performance story reporting’ methodology for reporting on outcomes. A
performance story report will summarise a ‘slice” of an NRM project indicating
what a program has achieved as well as how the achievements were made.

1 Intermediate outcomes are stepping stones towards the ultimate outcomes. They focus on the medium

term—that is, one to five years.
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43. The intention from the Joint Team is that ‘performance stories will
provide a summary of the impacts and progress towards outcomes’. A key
priority for the Joint Team will be to demonstrate the cost effectiveness of
NRM actions and report to Parliament through this process. This is
particularly important where investment has been directed to the conservation
of critical national assets such as wetlands of international importance, the soils
and water quality in the Murray-Darling Basin or protection for the
Great Barrier Reef from pollution.

44, The ANAO recognises the difficulties faced by the Joint Team in
establishing such a process at this point in time given that the regional bodies
have a diverse range of systems focused on addressing their own reporting
needs. However, such a process will be necessary if any meaningful results are
to be reported for NHT 3. The ANAO considers that a staged approach may
best address the practicalities of implementation of such a framework. The first
step must be reaching agreement on reasonable and measurable indicators.
This could be followed by a pilot study in regions that have already
undertaken data verification and outcomes measurement and reporting. When
the performance monitoring and reporting model is providing a reasonable
assessment of outcomes, it could be extended for the remaining regions.

Summary of Environment and DAFF response

45, The Department of the Environment, Water, Heritage and the Arts and
the Department of Agriculture, Fisheries and Forestry broadly accept the key
findings of the report, noting that there have been further developments since
it was prepared, including the development of a comprehensive outcomes-
based reporting framework and a revised Monitoring, Evaluation, Reporting
and Improvement national framework which support practice change in line
with the key recommendations. The report acknowledges that ‘progress in
implementing improvements in administration since the previous Audit
report’ has been comprehensive and well-focused on significant risks but that
further work in this area is required leading into the next Natural Heritage
Trust (NHT 3) program. Issues raised in the ANAO report and its four
recommendations will continue to be taken into account in any future
arrangements for regional delivery of natural resource management programs.

46. The regional delivery model is still relatively new and the Departments
in partnership with state and territory governments and regional bodies have
continually sought to improve the model over time. Given the scope of this
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exercise and the large number of players involved this will take time. Actions
are currently underway to improve monitoring and evaluation of outcomes
and sharing the knowledge legacy of the programs, such as strengthening the
measure of intermediate outcomes through utilising reports by outcomes
(Performance Story Reports).

47. The Departments note that the audit findings are positive with regard
to the general approach to regional delivery with targeted recommendations to
improve certain aspects that will benefit future regional delivery of natural
resource management programs. The Audit report notes that program delivery
arrangements have evolved and are now, on the whole working well.
However, the Departments agree that there are some areas that could be
strengthened. The report is, overall, a reasonable assessment of the strengths of
current arrangements and those areas which require further attention.
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Recommendations

Recommendation
No. 1

Paragraph 2.16

Recommendation
No. 2

Paragraph 3.43

To strengthen the management of risks to program
outcomes, the ANAO recommends that the Departments
of the Environment, Water, Heritage and the Arts and
Agriculture, Fisheries and Forestry give priority to
documenting and disseminating information regarding:

(a) the cost-effectiveness of investments in achieving
results; and

(b) lessons learned or insights into quantifiable
benefits or unintended consequences from NRM
investments.

Agencies’ response: Agreed

To provide greater transparency and efficiency in the
management of funds for regional investments, the
ANAO recommends that the Departments of the
Environment, Water, Heritage and the Arts and
Agriculture, Fisheries and Forestry, in developing
bilateral agreements for the Natural Heritage Trust
(NHT 3) or similar programs:

(a) clearly define the authority of the Joint Steering
Committees over the release of funds and the
management of Single Holding Accounts; and

(b) streamline payments to regional bodies based on
performance requirements set out in the agreed
investment strategies.

Agencies’ response: Agreed

ANAO Audit Report No.21 2007-08
Regional Delivery Model for the Natural Heritage Trust and the National Action Plan
for Salinity and Water Quality

27



Recommendation
No. 3

Paragraph 3.56

To address compliance with bilateral agreements, the
ANAO recommends that the Departments of the
Environment, Water, Heritage and the Arts and
Agriculture, Fisheries and Forestry give greater priority
to monitoring compliance with agreements and
encouraging State/Territories to:

a) provide audited financial statements (acquittals)
to indicate that funds have been spent for their
intended purposes;

b) return unspent funds remaining in State/Territory
single holding accounts or offset these against
future allocations; and

C) disclose interest earned and its use in accordance
with the bilateral agreements.

Agencies’ response: Agreed
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Recommendation
No. 4

Paragraph 4.52

Recommendations

To enable accurate reporting of progress against
outcomes to be achieved in the Natural Heritage Trust or
similar programs, the ANAO recommends that the

Departments of the Environment, Water, Heritage and
the Arts and Agriculture, Fisheries and Forestry develop
and implement a performance measurement framework

that includes:

(a)

(b)

(©)

(d)

a finalised list of core performance indicators to
measure actual results;

clear and consistent business rules supporting the
collection and collation of performance data;

dissemination of guidance to regional bodies
regarding the validation of natural resource
management output data; and

meaningful intermediate outcomes that may be
used to demonstrate the cost effectiveness of
natural resource management actions, the
conservation of major mnational assets and
behavioural change achieved through the
programs

Agencies’ response: Agreed
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1. Background

This chapter provides an introduction to the Natural Heritage Trust and the National
Action Plan for Salinity and Water Quality. The chapter also outlines the audit
objective, scope and methodology.

Introduction

1.1 Australia’s environmental and productive natural resources are among
its most precious assets as they provide food, clean water and materials to
support our quality of life. Natural resources also provide habitat for our
unique plants and animals and the landscape that helps to define our image of
Australia.

1.2 In 1996, the Australia: State of the Environment report noted that:

[European settlement] has resulted in the introduction of many practices
that...have radically altered and degraded much of the Australian
landscape...[Improvements in natural resource condition] will come about
only with substantial changes in the way that land and ocean are managed.
Clearly, many current practices are not sustainable and biodiversity-based
industries such as agriculture, forestry, fisheries and tourism often erode the
resources upon which they depend.™

1.3 The way that natural resources are used and managed is fundamental
to the long-term economic viability of the agricultural sector as well as the
wellbeing of current and future generations of Australians.?

Natural resource management programs

1.4 To better manage the use of Australia’s natural resources, the Australian
Government has implemented two natural resource management (NRM)
programs, the:

o Natural Heritage Trust (NHT); and

National Action Plan for Salinity and Water Quality (NAP).

' State of the Environment Advisory Council, Australia: State of the Environment, Department of the

Environment, Sport and Territories, 1996, p.4-55. Subsequent reports have been published in 2001 and
2006.

2 Standing Committee of Agriculture and Resource Management, Managing Natural Resources in Rural

Australia for a Sustainable Future: A discussion paper for developing a national policy, December 1999,
p. 1.
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The Natural Heritage Trust

1.5 The Natural Heritage Trust of Australia Act 1997 (the Act) states:

The Parliament of Australia recognises the need for urgent action to redress
the current decline, and to prevent further decline, in the quality of Australia’s
natural environment. There is a national crisis in land and water degradation
and in the loss of biodiversity...There is a need to integrate the objectives of
environmental protection, sustainable agriculture and natural resources
management consistent with the principles of ecologically sustainable
development...!3

1.6 The Act established the NHT, which was to be a comprehensive,
integrated program to conserve, repair and replenish Australia’s natural capital
infrastructure.’* The NHT’s objectives are:

1.7

biodiversity conservation—the conservation of Australia's biodiversity
through the protection and restoration of terrestrial, freshwater,
estuarine and marine ecosystems and habitat for native plants and
animals;

sustainable use of natural resources—the sustainable use and
management of Australia's land, water and marine resources to
maintain and improve the productivity and profitability of resource
based industries; and

community capacity building and institutional change—support for
individuals, landholders, industry and communities with skills,
knowledge, information and institutional frameworks to promote
biodiversity conservation.!

The Department of the Environment, Water, Heritage and the Arts

(Environment) has been responsible for delivery of two phases of the NHT.*
The first phase, NHT 1 (1996-97 to 2001-02), allocated $1.5 billion to NRM and
environmental activities. The second phase extended the program until 2006—
07. The Australian Government allocated $1 billion for national, regional and
local level NRM activities. This funding was to be matched by State/Territory

13

14

15

16

Natural Heritage Trust of Australia Act 1997, Preamble, p. 1.
Natural Heritage Trust of Australia Act 1997, s. 3, p. 3.

Natural Resource Management Ministerial Council, Framework for the Extension of the Natural Heritage
Trust, Australian Government, October 2002, p. 1.

The Department of the Environment, Water, Heritage and the Arts was previously known as the
Department of the Environment and Water Resources under the former Administrative orders.
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governments. The 2004 Federal Budget included a further $300 million to
extend NHT 2 until 30 June 2008. In 2007, the Australian Government
committed a further $2 billion to extend the NHT program (NHT 3) until 2012—
13.

The National Action Plan for Salinity and Water Quality

1.8 The NAP is administered by the Department of Agriculture, Fisheries
and Forestry (DAFF). It was established in 2000-01 with funding of
$700 million allocated over eight years!” to motivate and enable regional
communities to:

J use coordinated and targeted action to prevent, stabilise and reverse
trends in dryland salinity affecting the sustainability of production, the
conservation of biological diversity and the viability of infrastructure;
and

. improve water quality and secure reliable allocations for human uses,
industry and the environment.!8

1.9 As with NHT 2, the State/Territory governments were expected to match
(with cash or in-kind contributions) Australian Government funding. The NAP
has not been renewed beyond June 2008; its focus will be subsumed within
NHT 3.

The regional delivery model

1.10 A regional focus was selected for NHT 2 and the NAP as it offered a
framework for NRM planning and action that suited the specific circumstances
of different regions and allowed the social, economic and environmental
dimensions to be considered in an integrated way. Further, a regional focus
was also considered the most suitable for determining priorities, sharing
investment arrangements and for coordinating actions over a large area
involving many people.’ Over half of the administered funds allocated to the
NHT 2 and the NAP to June 2007 have been spent through 56 regional bodies

" This takes into account rephasing of expenditure because of underspends in the early years of the

program. This expanded the time frame for the program from seven to eight years.

® Council of Australian Governments, A National Action Plan for Salinity and Water Quality, Australian

Government, 2000, p. 5.

¥ standing Committee of Agriculture and Resource Management, op. cit., p. 33.
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across Australia.?? The distribution of funding across Australia, largely based
on the regional bodies” plans and related investment strategies, is shown in
Table 1.1.

Table 1.1

Cumulative Australian Government NHT 2/NAP funding to each
State/Territory as of 30 June 2007

State/Territory r:;l;i.ocr)lfs ’\égr:;)z g::; inv%—grt;ri)lent
New South Wales 13 121.6 162.6 284.2
Victoria 10 102.5 130.6 233.1
Queensland 14 105.9 67.9 173.8
Western Australia 6 86.6 101.2 187.8
South Australia 8 56.9 76.0 132.9
Tasmania 3 30.3 4.3 34.6
Northern Territory 1 26.9 1.6 28.5
Australian Capital Territory 1 5.6 1.3 6.9
Total 56 536.3 545.5 1081.8

Source: ANAO analysis of Joint Team data

1.11 To streamline delivery of NHT 2 and the NAP, DAFF and Environment
have combined the administrative staff from each program into a single team
(the Joint Team). This arrangement provides stakeholders with a single point
of contact. DAFF and Environment signed a Memorandum of Understanding
(MOU) in February 2006 to support these arrangements. The focus of this audit
is the administration of the NHT 2 and NAP funds directed through the
regional delivery model. The implementation of the regional delivery model is
discussed in Chapter Two.

Governance framework of the regional delivery model

1.12 The governance framework supporting the large number of parties
directly involved in the regional delivery model—Ministers from the
Australian and State/Territory governments, DAFF, Environment, six State and

% The remainder of the NHT/NAP program funds are allocated through national or local investment

streams including through direct discretionary grant programs such as Envirofund which provides funding
for local environmental and NRM projects.
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two Territory departments, eight Joint Steering Committees (JSCs) and 56
regional bodies—is illustrated in Figure 1.1.

Figure 1.1

The governance framework for regional delivery of NHT 2 and the NAP

4( Natural Resource Management Ministerial Council >7

Australian Government
Ministers

State/Territory Government

Bilateral Agreements Ministers

Australian Government
Natural Resource . . . State/Territory Government
Joint Steering Committees
Management Team (one per jurisdiction ) Departments
(Joint Team) pery

Regional plans and
investment strategies

Regional Bodies
(56)

Partnership
Agreements

Source: ANAO

1.13 The overarching framework for NRM program delivery is set out by the
NRM Ministerial Council. The council consists of the Ministers responsible for
primary industries, natural resources, environment and water policy.

1.14 Key decisions for NHT 2 and the NAP are made by Australian and
State/Territory government Ministers. This responsibility is supported by the
Joint Steering Committees (JSC). Each JSC consists of senior officials from the
Australian Government and from the relevant agencies in each of the States
and Territories. There is one JSC per jurisdiction.

1.15 The bilateral agreements signed between the Australian Government and
the State/Territory governments set out the administrative, financial
management, monitoring and reporting responsibilities of each party. The
State/Territory governments have signed Partnership Agreements with the
relevant regional bodies regarding the delivery of these responsibilities.
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1.16 Regional bodies develop plans and investment strategies to show how
the programs will be delivered ‘on-the-ground’. These plans and strategies
must be approved at each level in order to receive funding.

1.17 Governance and financial management of the regional delivery model is
discussed in Chapter Three. Monitoring, evaluation and reporting on
performance through the regional delivery model is discussed in Chapter
Four.

Previous ANAO audits

1.18 The Australian National Audit Office has examined the effectiveness of
the administration of the NHT and/or NAP programs in four previous audit
reports:

° Audit Report No.36, 1996-97, Commonwealth Natural Resource
Management and Environment Programs;

° Audit Report No.43, 2000-01, Performance Information for Commonwealth
Financial Assistance under the Natural Heritage Trust;

° Audit Report No.17, 2004-05, The Administration of the National Action
Plan for Salinity and Water Quality; and

J Audit Report No.31, 2006-07, The Conservation and Protection of National
Threatened Species and Ecological Communities.

1.19 Relevant findings from these audits are discussed as appropriate
throughout this report.

Audit objective, scope and methodology

Audit Objective

1.20 The objective of this audit was to assess and report on the administration
of the regional delivery of NHT 2 and the NAP.

Audit scope

1.21 The scope of the audit encompassed both Environment and DAFF and
their roles in administering the regional delivery model through the Joint
Team. The audit focused on:

o the implementation of regional delivery;

. governance and financial management; and
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o monitoring, evaluation and reporting on performance.

Audit methodology
1.22 During the audit, the ANAO:

o reviewed relevant Australian Government program and project files,
annual reports, websites and publications;

. interviewed Australian Government staff and staff from nine regional
bodies;
° reviewed regional bodies” financial statements, annual reports, regional

plans and investment strategies;

J consulted with government agencies in Victoria, Queensland and
Western Australia, the Offices of the Auditors-General of New South
Wales, Victoria, Western Australia and South Australia as well as
specific stakeholders including State NRM facilitators, academics,
practitioners and two environmental conservation organisations; and

J participated in an inter-agency round table with a range of government
officials organised by the Natural Resources Commission (NRC) in
New South Wales.

1.23 All 56 regional bodies involved in program delivery were surveyed for
the audit. The ANAO received responses from 50 of the 56 regional bodies. The
aggregated responses are provided in Appendix 1. In addition, regional
bodies” responses have been included in the body of the audit where
appropriate.

1.24 A consultant, Caroline Spencer, was engaged to assist the audit team
with the analysis of accounting and financial management matters.

Audit Conduct

1.25 The audit was conducted in accordance with the ANAO Auditing
Standards. The audit commenced in February 2007 and fieldwork was
generally conducted between April and August 2007. The total audit cost was
$431 000. Where the audit findings refer to the Australian Government or
Australian Government Ministers this relates to the period prior to the Federal
Election held on 24 November 2007.
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Report Structure
Figure 1.2

The structure of the report is illustrated below.
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2. Implementation of Regional Delivery

This chapter reviews how the regional delivery model was determined for the NHT and
NAP programs and how the various arrangements needed to implement the model
were established.

Introduction

2.1 While many aspects of the NAP and NHT 2 evolved from NHT I,
regional planning and delivery required consideration of risks and clarification
of the roles and responsibilities of the parties involved. In addition, the
regional focus required regional bodies to be established and plans and
investment strategies to be developed. Experience shows that optimal
outcomes from policy initiatives are more likely to be obtained when there is
early and systematic consideration of the practical aspects of implementation.?!

2.2 The ANAO reviewed how the regional delivery model was selected as
well as the implementation of the components necessary to deliver the NAP
and NHT 2 through this model.

Selecting the regional delivery model

2.3 The basis for moving to a regional delivery model came from a number
of sources. The mid-term review of NHT 1 commissioned by the Australian
Government in 1999 was particularly important. The review was
comprehensive, comprising 28 separate reports and over 600 individual
recommendations. The review commented that:

...contemporary approaches to NRM require comprehensive strategies at both
the national and regional level to develop new sustainable land use and land
management systems that will help meet environmental, economic and social
goals.22

L Australian National Audit Office and the Department of the Prime Minister and Cabinet, Better Practice

Guide: Implementation of Programme and Policy Initiatives, 2006, p. 1.

2 Joint Team, Mid-term Review of the Natural Heritage Trust: Review of Administration, November 1999,

p. 5.
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2.4 Particular concern was noted about the lack of planning and priority
setting for biodiversity conservation. The review commented:

More effort could be devoted to comprehensive regional plans in high priority
areas. These plans should be focused on natural resource management overall
and provide blue prints for action.?

2.5 Two major policy papers also supported the regional delivery of NRM
programs. Managing Natural Resources in Rural Australia for a Sustainable Future:
A discussion paper for developing a national policy developed key policy directions
and was underpinned by a proposal for collaborative, more strategic
investment in NRM at the regional level. The paper was prepared in 1999 by
Australian, State and Territory government agencies in collaboration with a
reference group of landholders, rural community leaders, scientists and
industry and conservation interests. The paper elicited 500 written submissions
and hundreds of verbal comments from a wide range of stakeholders. There
was strong stakeholder support for a regional approach. The second report,
The Management of Dryland Salinity: Future Strategic Directions reviewed existing
policy frameworks for NRM.% The report commented that:

A number of key challenges face the future management of dryland salinity in
Australia. On the one hand, emerging opportunities such as commercial
plantations and farm forestry present important opportunities for integrating
rural and regional development opportunities with changes in land and
natural resource management to address dryland salinity. On the other hand,
significant barriers to change, such as the lack of industry and community
engagement and the scale of change required, still exist. A new strategic
direction is required for the future management of dryland salinity in
Australia.

2.6 Ministers were advised of the benefits of a more collaborative approach
to regional delivery and of stakeholder support for this change. Ministers
supported the proposal for a more devolved, regional delivery approach for
NRM programs.? Consequently, while there was no systematic assessment of

% opcit., p. 91.

*  Steering Committee Report to the Agricultural and Resource Management Council of Australia and New

Zealand and the Australian and New Zealand Environment and Conservation Council, Managing Natural
Resources in Rural Australia for a Sustainable Future: A discussion paper for developing a national
policy, December 1999.

% Standing Committee on Agriculture and Resource Management, Report No.78, The Management of

Dryland Salinity: Future Strategic Directions, SCARM, 2000.

% Environment Australia, Mid-term review of the Natural Heritage Trust: the response, 2000, p. 8.
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Implementation of Regional Delivery

the costs and benefits of alternative delivery mechanisms, the delivery model
was based on lessons learned from the earlier NHT1 and widespread
consultation with stakeholders.

Managing the risk of regional delivery

2.7 The management of risk is an integral part of the prudent administration
of any program where public funds are involved. NHT 2 and the NAP had
substantial risks due to the large number of parties involved in program
delivery, the scale of the outcomes anticipated and the uncertainties over the
level and type of intervention required to achieve the program outcomes.

Ministers were advised of some of the potential risks in the early development
of both the NAP? and NHT 2.

Development of a risk management plan

2.8 Programs should include a framework for identifying and cost-effectively
treating or minimising the risks that may adversely affect a program’s
outcomes. The most recent version of the programs’ risk management plan
was developed for 2006-07. This comprehensively covers the NHT 2 and NAP
investments. The ANAO reviewed the plan and considers it to be well
structured and appropriate to the risks. The plan covers four key areas of risk
as shown in Table 2.1.

Table 2.1
Key areas of risk and examples of risks identified

Key area of risk Example of risk identified

Financial reporting will not demonstrate a return on the

Financial risks .
Government’s investment.

Failure to learn and communicate lessons on program delivery

Strategic risk and governance (internally and externally).

Performance measures fail to demonstrate measurable program

Operational risks outcomes (inability to demonstrate resource condition change).

Information and knowledge Information, lessons learned and better practice are not
management disseminated amongst shareholders.

Source: ANAO analysis of Joint Team’s 200607 Risk Management Plan

" Australian National Audit Office, Audit Report No.17 2004-05, The Administration of the National Action

Plan for Salinity and Water Quality, p. 38.
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2.9 The risks identified under each key area reflected the findings of
previous ANAO audits, internal audits and other reviews and evaluations. For
each risk identified, the plan documented: the scale at which the risk is present
(national regional and local); how significant the risk is; how the risk was
identified; actions recommended to address the risk; and the area responsible
for undertaking the actions and what action has been taken. Further, the plan
identifies the residual risk remaining and the likelihood and consequences of
realising the risk.

2.10 The Joint Team advised that they are currently working on risks
associated with the transition to NHT 3 and are looking at ways to improve
alignment of the risk management plan with better practice in risk
management.

Application of the risk management plan—knowledge management

2.11 The ANAO reviewed the implementation of the actions recommended in
the risk management plan. In each case, steps have been taken to address the
risks identified. For example, one risk identified in the plan was ‘the lack of
dissemination of information, lessons learned and better practice amongst
stakeholders’. The importance of managing this risk is highlighted by the
Commonwealth Scientific and Industrial Research Organisation (CSIRO). In its
2004 report to the NRM Ministerial Council, CSIRO commented that:

...the success of the programs depended on the knowledge and expertise of
[the regional bodies]. As such, focus should be given to strengthening
knowledge transfer...?s

2.12 The Joint Team has endeavoured to address this risk through measures
such as forums for the NRM community and for NRM facilitators and
coordinators. In addition, an NRM website (www.nrm.gov.au) has been
developed, which includes information such as the Mosaic Map project which
shows, by region, activities being undertaken. The map is intended to capture
lessons learned at the regional level and make this information publicly
available to other regional bodies and interested parties.

2.13 In response to the ANAQO's survey question regarding the availability of
information about successful and unsuccessful initiatives, regional bodies’
responses reflected a range of experiences. A number of regional bodies

% CSIRO and Bureau of Metrology, Scientific Advice on Natural Resource Management: A Report to the

Natural Resource Management Ministerial Council, February 2004, p. 48.
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commented positively on initiatives such as the Mosaic Map. Others
commented that this information was not shared effectively. For example one
region commented that:

We do not share knowledge or products well and this is the single biggest
weakness of the regional model.

2.14 In October 2007, the first part of a new initiative, the Knowledge for
Regional NRM Programme, was released. The program, which is a joint venture
between the Joint Team and Land and Water Australia, aims to facilitate better
linkages between regional NRM bodies and knowledge providers, and to assist
regional NRM bodies to better manage their information. Different
components of the package are intended to be rolled out in 2008. This initiative
should assist in creating a mechanism for better disseminating information to
NRM professionals and interested parties engaged in NRM.

2.15 The ANAO recognises that the Joint Team’s actions to date have the
potential to provide widely-accessible documentation on the activities and
achievements being undertaken. However, these actions have not, as yet,
resulted in comprehensive or timely dissemination of information regarding
the economic costs and benefits of treatment options for investments
undertaken. There is no documentation or guidance to advise regions (or other
bodies delivering on-ground actions) as to whether or not particular actions
will deliver good value for money results over the longer term. For example,
would a tendering process for biodiversity conservation deliver better value
for money than a devolved grant program? How will the tradeoffs be best
managed if revegetation reduces the water table in one catchment but at the
same time reduces water supply for downstream users? This information is
vital to the ultimate success of the programs. The absence of information on the
costs and benefits of treatment actions leaves substantial residual risks to the
achievement of program outcomes at the end of the NHT 2 and NAP and
leading into NHT 3.
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Recommendation No.1

216 To strengthen the management of risks to program outcomes, the
ANAO recommends that the Departments of the Environment, Water,
Heritage and the Arts and Agriculture, Fisheries and Forestry give priority to
documenting and disseminating information regarding:

(a) the cost-effectiveness of investments in achieving results; and

(b) lessons learned or insights into quantifiable benefits or unintended
consequences from NRM investments.

Agencies’ response

2.17  Agreed (See Appendix 2 for the full response)

Bilateral agreements

2.18 Bilateral agreements were signed between the Australian Government
and each State/Territory Government to support the management of the NHT
and NAP programs. The agreements are a critical part of the overall
framework as well as a key tool for managing the risks associated with the
implementation of the regional delivery model.

2.19 The agreements describe, amongst other things, regional arrangements,
investment processes, partnership agreements and the roles of
non-government stakeholders involved in NRM. The agreements also describe
the requirements that regional bodies must meet to receive funding. For
example, regional bodies must be incorporated and maintain proper financial
accounts.

2.20 In 2006, the Australian Government commissioned an evaluation of the
agreements. The evaluation found there was broad support for the elements of
the agreements, and ‘wide acknowledgement that the agreements are working
and delivering better strategic and a longer-term focus on natural resource
management outcomes’.” The evaluation recommended that the core
institutions, structures and processes in the bilateral agreements be retained for
NHT 3.

? |TS Global, Evaluation of the Bilateral Agreements for the Regional Component of the Natural Heritage

Trust of Australia, 2006, pp. 3—4.
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2.21 The ANAO agrees with the evaluation findings and considers that the
agreements are well designed and provide a good basis for agreements under
NHT 3. However, some issues for consideration are the timeliness and
consistency of the agreements.

Timeliness in signing the agreements

2.22 As shown in Table 2.2, the bilateral agreements were signed between
June 2001 and December 2006.

Table 2.2

Dates on which the NAP and NHT bilateral agreements were signed

State/Territory Date NAP Bilgteral Data NHT Bi[ateral
Agreement signed Agreement signed

New South Wales 17 May 2002 14 August 2003
Victoria 02 October 2001 12 December 2002
Queensland 01 March 2002 18 June 2004
Western Australia 11 September 2003 17 December 2002
South Australia 08 June 2001 17 April 2003
Tasmania 13 February 2002 05 June 2003
Northern Territory 07 February 2003 05 June 2003
Australian Capital Territory 20 December 2006 27 March 2003

Source: ANAO analysis of data available from www.napswq.gov.au and www.nht.gov.au [accessed
10 September 2007]

2.23 Negotiations between the Australian Government and the State/Territory
governments were often protracted and, consequently, this affected the
timeliness of the implementation of the bilateral agreements. For example,
some States were reluctant to match Australian Government contributions
with cash, preferring instead to provide in-kind contributions.®* The delays in
reaching agreement had unfortunate consequences for some regions in
existence prior to NHT 2. Staff members were laid off and regional bodies were
downsized. This is a risk during the transitional period for NHT 3. However,
the Joint Team has indicated that they are aware of the problem and are
working with the States and Territories to ensure that agreements are in place
as soon as possible for NHT 3.

% The matched contribution concept was developed in the planning for the NAP, where the agreed

Australian Government contribution included a requirement for the States/Territories to match this
contribution with new funding. This is discussed in the ANAO’s Audit Report No.17, 2005-06, p.26.
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2.24 Negotiations over the content of the bilateral agreements also resulted in
inconsistency between agreements. For example, the agreement signed by
Ministers on behalf of the Queensland and Australian Governments includes a
special arrangement where, unlike all other States/Territories, the Queensland
Government is not required to offset any interest earned on funding. To avoid
any suggestion that some States/Territories have been given preferential
treatment, it is desirable that all provisions of bilateral agreements for NHT 3
are as consistent as possible.

The establishment of regions and regional bodies

2.25 NAP regional boundaries were defined prior to the introduction of the
NHT 2 regions. In most States, there were pre-existing NRM regional
organisations and some of these formed the basis for the final NHT/NAP
regions. The bilateral agreements between the Australian and State/Territory
governments expanded the capacity of pre-existing regional bodies (such as in
Victoria) and established new regional bodies, particularly in Queensland,
Western Australia and Tasmania. In New South Wales and South Australia,
new statutory regional bodies were established under State legislation in the
early period of the programs.

Establishing NAP regions

2.26 The NAP regions were designed to align with the greatest priority for
investment in the management of salinity and water quality.’ In May 2002, the
Australian and State/Territory governments agreed to 21 regions for NAP
investment. The number of NAP regions was later increased to 22 for easier
delivery. Due to the size of some of these regions and because four NAP
regions cross over one or more State/Territory boundaries, 34 regional or sub-
regional bodies were identified.

Aligning NHT with NAP regions

2.27 For NHT 2, the Australian continent was divided into 56 regions, based
on catchments or geographic regions, with one regional body per region. NAP
regions are overlaid on the NHT 2 regions in Figure 2.1.

% Australian National Audit Office, Audit Report No.17 2004—05, The Administration of the National Action
Plan for Salinity and Water Quality, ANAO, pp. 32-36.
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Figure 2.1
NHT 2 and NAP regions

NAP regions are shown with black borders
NHT regions are shown as coloured areas

Source: Image courtesy of the Joint Team

2.28 Ministers were advised that regional delivery of NHT 2 was to be
integrated with the NAP where possible. However, Figure 2.1 shows that the
regions do not align. Nevertheless, regional bodies were required to develop a
single NRM plan, based on the NHT regions that would cover both NHT and
NAP investment. This made the NAP regions somewhat redundant in terms of
program implementation, although the boundaries do influence funding
allocations. One regional body commented on the effect of this in their
response to the ANAO'’s survey:

The catchment has 20 per cent of the area under NAP catchment. However
[the] NAP provides about 75 per cent of total funds resulting in a complete
imbalance of dollars versus expectations.

2.29 The incongruence between the NHT 2 and NAP regional boundaries has
created complexity and confusion. It also makes measuring and reporting on
progress against the plans more challenging. However, NAP will not continue

ANAO Audit Report No.21 2007-08
Regional Delivery Model for the Natural Heritage Trust and the National Action Plan
for Salinity and Water Quality

49



after 30 June 2008, and the ongoing focus will be on NHT regions. The ANAO
considers that this will assist in achieving more streamlined program planning,
delivery and reporting in the future.

Establishing regional bodies

2.30 The bilateral agreements require all regional bodies to be incorporated.
However, this has occurred under different legal arrangements. For example:

° regional bodies in New South Wales, Victoria and South Australia are
statutory authorities incorporated under specific NRM legislation;

J Tasmanian regional bodies are not statutory authorities. However they
are created under specific NRM legislation;

. the Australian Capital Territory and the Northern Territory
governments are regional bodies for NHT funding purposes and are
therefore statutory bodies; and

J regional bodies in Western Australia and Queensland are incorporated
as corporations or entities under non-NRM specific legislation.

2.31 The key priorities for each new regional body were the establishment of a
regional plan and an investment strategy. As part of the ANAQO’s survey,
regional bodies were asked whether or not they considered that the guidance
and information from the Australian Government had been clear and helpful in
assisting with matters such as regional planning and investment. The responses
from the regional bodies were mixed and are shown in Table 2.3.

Table 2.3

Aggregated survey responses from 50 regional bodies to the question:

Guidance and information from the Australian Government had been clear and helpful in
assisting with matters such as regional planning and investment.

Strongly . Strongly
Responses Agree Agree Neutral Disagree Disagree
Number of regional bodies 5 16 13 8 8

Source: ANAO analysis of responses received from 50 regional bodies to the ANAQO'’s survey

2.32 While 21 of the 50 regional bodies were positive in their comments, the
remaining 29 were either neutral or had reservations about the clarity and

2 The ANAO'’s Audit Report No.17 2004—05 found unincorporated regional bodies in receipt of Australian

Government funds.
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helpfulness of guidance and information provided to regional bodies. Regional
bodies also recognised the difficulties faced in the early phases of the
implementation of the regional delivery model. For example, one respondent
commented that:

Initially the goal posts kept changing as the Joint Team was learning as it
went—in the planning phase. This has improved as the program has matured
and moved from a planning to an implementation phase.

2.33 Another respondent commented that:

...[at the start of the program] there was so much conflicting information
between the State and the Joint Team that even when you had representatives
from each government in the room, they couldn’t agree. This caused [the
regional body] quite a lot of angst as well as delays in producing early
documents to the satisfaction of both parties. Huge time, dollar and human
resources wasted while the fight for supremacy reigned. Currently no
complaints.

2.34 In addition, respondents also commented about the level of
micromanagement, ‘red-tape” and the need for greater delegation of decision
making to the Joint Steering Committees (JSC) and the Joint Team’s officers.
However, respondents across all response categories commented that guidance
and information had improved over time. The need to implement the findings
of the Red Tape Taskforce was specifically cited by one respondent.

Red Tape Reduction Taskforce

2.35 In 2003, the NRM Ministerial Council established the Red Tape
Reduction Taskforce in response to concerns expressed by regional bodies
about the timeliness of approvals and payments, amongst other matters. The
Taskforce’s report identified seven principles for efficient regional program
delivery. These were:

° devolved decision making;

. outcome focus;

J simple processes and systematic implementation of the NHT and NAP;
. regional one-stop-shop reporting;

. timeliness;

. funding certainty; and

. transparency of process.
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2.36 Subsequent to the report, a range of measures were introduced by State
and Australian Governments to improve program delivery. For example,
Queensland revised its administrative and approval processes to streamline
the quarterly payments on receipt of progress reports. Australian Government
Ministers endorsed a set of national principles determining investment
priorities, prepared in consultation with the JSC co-chairs. These principles
were to be used by jurisdictions in developing guidelines at the regional
level.®

Development and accreditation of regional plans

2.37 Each regional body was required to develop a plan that provides both a
strategic framework for NRM in the region and a direction for future
investments. Regions were instructed to develop resource condition targets
(RCTs) and management action targets (MATs) that would direct investment
and enable progress towards resource condition change to be measured.
Instruction was provided by the NRM Ministerial Council regarding the areas
for which RCTs and MATSs were to be set. The relationship between RCTs and
MATs is illustrated in Figure 2.2.

Figure 2.2
Relationship between outcomes, RCTs and MATs

National NRM Outcomes (Long term outcome=50+ years)
Biodiversity and the extent, diversity and condition of native ecosystems are maintained or rehabilitated

Resource Condition Target (Medium Term=10-20 years)

RCTs are specific, practical, time bound and measurable. They show how the region plans to address the
national NRM outcomes. For example, by 2016,1.2 million ha of the region (13 per cent) is managed
primarily to maintain or achieve optimal native vegetation condition, and all vegetation types are
represented in the landscape.

Management Action Target (Short Term=1-5 years)
MATSs provide an early indication of whether the region is on track to achieve the RCTs or whether a
change in approach is required. For example, by 2008, restore and enhance the area of high conservation
value vegetation by 10 000 ha.

Source: ANAO analysis

2.38 To be confident that the plans would deliver the agreed outcomes, an
accreditation process was developed. Accreditation is an important quality

¥ Report of the Natural Resource Management Community Forum, Appendix 6: Progress on Issues from

April 2003 Forum, Adelaide, April 2004, p. 28.
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control and assurance mechanism. Each JSC oversees the development of
regional plans and accredits them when they meet established criteria.
Accreditation criteria

2.39 In May 2002, the NRM Ministerial Council agreed upon the criteria for
accrediting a regional plan. The criteria require plans to, amongst other things:

° cover the full range of NRM issues;
. be underpinned by scientific analysis; and
J focus on addressing underlying causes rather than the symptoms of

problems.3

2.40 While the ANAO considers that the criteria should provide a reasonable
basis for accrediting plans, they were distributed after the regional bodies
started developing their plans. The Joint Team did not clearly articulate the
level of detail that was required to address the criteria. In addition, Australian
and State/Territory governments had differing expectations regarding the
content of the plans.® This caused confusion and resulted in revisions to the
plans, which delayed the development, and consequently the implementation,
of the plans. Ministers were advised of the delays in May 2002 and the NRM
Ministerial Council supported the Council of Australian Government
Ministers” commitment that substantial progress on regional plans be made in
all jurisdictions by the end of 2002. Both the Joint Team and the JSCs therefore
put considerable effort into assisting regional bodies to have their plans
accredited.

2.41 However, the ANAO found that there were instances of the targets in the
regional plans that did not meet the criteria for accreditation. For example an
analysis of eight regions by the ANAO found that 80 out of 163 resource
condition targets within accredited regional plans did not meet the stated
criteria in terms of being measurable and having specific timeframes.
Nevertheless, they have been approved. This finding is supported by a recent
report from the Victorian Catchment Management Council which found that of

% Australian Government Natural Resource Management website: What is a Natural Resource

Management Plan? available from <http://www.nrm.gov.au/nrm/plan.html#accreitationcriteria> [accessed
3 September 2007].

®  Australian National Audit Office, Audit Report No.17 2004—05, The Administration of the National Action

Plan for Salinity and Water Quality, ANAO, pp. 55-60.
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the 530-plus resource condition targets in Victorian regional catchment
strategies, few were specific, measurable, achievable, realistic or time-related.%

The science underpinning the regional plans
2.42 In 2004, a CSIRO report noted that the accreditation process is:

specific concerning requirements for science to underpin NRM planning, but
less specific on how this will be assessed uniformly... there is a suggestion that
the scientific robustness of targets is being overlooked in the desire to put
investment strategies into place.?”

2.43 Further, the CSIRO reported perceived deficiencies in the accreditation
process, including insufficient clarity on the requirements for the robustness or
integrity of the science required in the plan. Time pressure was also reported
as a factor contributing to the lack of adequate scientific input into plans. It
was felt that there were unrealistic expectations about timeframes on the part
of all parties, both in terms of accreditation drivers, and the different pace of
Australian Government, State/Territory Government and regional planning.3?

2.44 Regions surveyed by the ANAO commented on the lack of adequate
scientific data. Only 24 per cent (12 out of 50) of regions agreed that the level of
scientific knowledge and technical data available had been adequate for
developing plans, investment strategies and measurable regional targets. One
regional body commented that:

There are many data gaps in our region that compromise our ability to deliver
best on-ground outcomes. While we have invested as best we can, better data
would mean better on ground outcomes and we are working towards this.

2.45 The absence of sufficient scientific data limited the ability of the regional
bodies to underpin their targets with robust science and explicitly link targets
in the plans to program outcomes. The CSIRO report noted that regardless of
whether or not proposed targets were underpinned by scientific knowledge
and experimentation, there was little information forthcoming that suggested
that targets, even if met, would be sufficiently robust to arrest or reverse the

% Victorian Catchment Management Council, Catchment Condition Report, 2007, p. 13.

¥ CSIRO and Bureau of Meteorology, Scientific Advice on Natural Resource Management: A Report to the

Natural Resource Management Ministerial Council by the CSIRO and the Bureau of Meteorology,
February 2004, p. 21.

® ibid., p. 20.
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decline in catchment condition in many areas. In addition, CSIRO considered
that it may be contributing to a duplication of the research effort.®

2.46 Further, the ANAO found that targets set in the regional plans did not
necessarily complement targets set for projects/programs receiving funding
through other NHT investment streams (national or local). For example,
salinity targets set by regional bodies in the Murray-Darling Basin do not align
with targets set out in the Murray-Darling Basin Commission’s Basin Salinity
Management Strategy.‘> Where regional bodies and other programs are acting
on the same NRM issue(s), as is the case in the above example, it is important
that targets align so activities funded by each of the investment streams
complement each other. Tackling challenges such as dryland salinity require
strong collaborative efforts at all levels (national, regional and local) if public
resources are to be well targeted and used effectively.

Accreditation of plans

247 To date, 55 of the 56 regional bodies have had plans accredited by
Ministers. Only Queensland’s Cape York region lacks an accredited regional
plan. The then Australian Government Ministers for the Environment and
Water Resources and for Agriculture, Fisheries and Forestry did not accept the
plan proposed for this region. Reasons were documented and related to
rejection of a proposal within the plan to have the whole region considered for
listing as a World Heritage area. Ministers were also concerned that the plan
was too complex, technical and not presented in a readily understandable
style. There is currently no formal NRM group in this region and the
Australian and Queensland Governments remain in dispute over regional
representation.

2.48 The problems in the Cape York region highlight an area of weakness in
the regional model and its dependence on community cohesion. Despite the
obvious relevance of the objectives of the NHT, the Cape York region has been
constrained in terms of what has and is likely to be achieved over the life of the
program. This is unavoidable where there are substantial policy differences
between governments. Further, there is a risk that these problems will extend
into NHT 3 unless steps are taken to resolve outstanding differences.

39

op cit., pp. 20-21.

" The Basin Salinity Management Strategy guides communities and governments in working together to

control salinity in the Murray-Darling Basin and protect key natural resource values within their
catchments.
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Improving the quality of regional plans

2.49 The ANAO noted that regional bodies and some States have developed a
culture of ongoing review and improvement of plans and the science
underpinning targets. State and regional bodies commented to the ANAO that
targets are being reviewed to make them more realistic and appropriate.
Importantly, State bodies have been established to improve planning and
target setting. For example:

o the Natural Resources Commission (NRC) in New South Wales has
broad investigating, audit and reporting functions in regard to enabling
the adoption of state-wide standards and targets for NRM issues;*

o the Centre for Natural Resource Management in South Australia
oversees the State’s resource component of the NAP and brokers the
development of research programs underpinning regional NRM needs
and initiatives; and

° the Victoria Catchment Management Council (VCMC) is involved in
assessing the research and development needs for each regional body.
The VCMC's periodic reports provide important benchmarks in terms
of the overall health of catchments in Victoria.

2.50 The Joint Team has indicated that ongoing research and development
actions will continue to focus on the delivery of better scientific and technical
information to NRM practitioners with the roll out of NHT 3. Efforts will focus,
in particular, on developing a more cohesive and useful research and
development framework, and on enhancing the capacity of the NRM
knowledge system to deliver tailored knowledge products to regional bodies
and other practitioners.

251 The ANAO considers that, while there were shortcomings in the
accreditation of the regional plans, overall, the plans were based on the best
available information at the time. The ANAO acknowledges that it was no easy
task to develop high quality regional plans—particularly in the absence of
good quality data. Nevertheless, they were an integral part of the program
design and intended to provide a targeted approach to achieving the program
objectives, based on sound science. It will be important for the roll out of
NHT 3 that all regional plans are of sufficient quality to provide an assurance
that program outcomes are likely to be achieved.

* Natural Resources Commission Act 2003 (New South Wales), s. 13.
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Regional Investment Strategies

2.52 Regional investment strategies (RISs) are the responsibility of the
regional bodies and are prepared by the regional body following accreditation
of the regional body’s NRM plan.# The cumulative $1.08 billion funding under
the NHT 2 and NAP to the States/Territories (as shown in Table 1.1) has been
allocated on the basis of approved RISs. The investments were directed
towards activities such as salinity mitigation works, revegetation and
rehabilitation of native vegetation, pest animal and plant controls, improving
rivers and waterways and recovery plans for threatened species.

2.53 The investment strategies also define the actions, costs and timeframes
required to achieve the targets set out in the regional bodies” accredited plan.
Table 2.4 illustrates the link between these elements.

Table 2.4
An example of the link between RCTs, MATs and the RIS

G'Ac‘:fétrr:rl];ae?] t State/Territory
RCT MAT Activity Year . Investment
investment ($m)
($m)
v Jmyaone, | ncressel
the ;‘Ztﬁ%o haof | ive 2006-07 0.39 0.39
condlt_lon terrestrial and terres_tnal and
of native . aquatic
terrestrial aquatic ecosystem
and ecosystem under secure
aquatic under secure conservation
egosyste conservation management 2007-08 067 0t
ms. management. | b1 960 ha.
Source: Extract from a Regional Investment Strategy submitted to the Joint Team in 2006—07.

2.54 In addition, the RIS is expected to include calculations for the anticipated
return on investment that the investment aims to achieve, such as reductions in
salinity or increased biodiversity conservation.

2.55 The sample of 12 RISs examined by the ANAO provided both financial
and geographic information illustrating the types of investments proposed and
where they will be targeted within a catchment. For example, Figure 2.3 shows
how the Corangamite regional body in Victoria identified the sites of critical

“2" Most regions have been preparing RISs annually although some of the more established regions have

moved to biennial RISs.
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assets to be protected in its region (that is, Ramsar Wetlands—wetlands listed
as being of international importance, and related water systems), and the
investment involved.

Figure 2.3

Corangamite Catchment—<Critical assets to be protected

Leigh River Gorge
Cnmngumlie Regi{m Catchment Project Moaorabool Water Reform
NAP $123K (06/07) NAP $162K (06/07 & 07/08)
Landscape Tones & 113K (07/08)
Woady Yaloak Catchment .
Project - NAP $210K (06/07) gL
and $85k (07/08) Moorabool
Gorge
NAP 5130K
Lismore Land Protection (06107) Swan Bay,
Group8 NAP $140K (06/07) & —|  Nodh
$88Kk (07/08) y .~ | Bellarine
I NAP $85K,
L W NHT 350K
“Barrell-A-Kandelop® | (0607) &
NHT $200K (06/07) & S8k
$150k (0T/08)
= Geelong
Diairy Effluent Regional
Management Wetlands
NAP S92K (06/07) Project
& $60k (07/08) NAP §115K
Surf Coast & Infand (0B0T) &
Plains NAP §116K 88k (0708).
P (DE/0T) & 555K (0T08)
Dairy " Upper Barwon Hiveq? et ] Basin
Effluent NAP $58K (06/07)
Management | Gellibrand 1. Lake Corangamite
NAP 592K Calchment. NAP 2, Barwon River
(06/07) & $302K (06/07) & Southem Otway Landcare Network 3. Moorahoal River
360k (07108) 5302k (07/08) NHT $155K (08/07) & $100k (07708) 4, Otway Coast

Source: Corangamite Catchment Management Authority

Appraisal of regional investment strategies

2.56 A good appraisal process is one that is sufficiently rigorous to ensure that
those investments selected represent value for money within the context of the
objectives of the program. Documentation of the reasons for decisions is also
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important to meet administrative law principles and for transparency and
accountability. Each RIS is appraised by the JSC and the Joint Team to assess
the likelihood that the RIS will contribute to the program’s outcomes. The
appraisal provides the basis for the Australian and State/Territory Government
Ministers” consideration and if appropriate, approval of the RIS.

2.57 The ANAO examined the appraisal criteria and a sample of 12 briefings
prepared by the Joint Team seeking Ministerial approval of RISs for regional
bodies for 2007. These RISs represented regional bodies from four States (New
South Wales, Victoria, Queensland and Western Australia). The ANAO also
examined a sample of historical assessments from the JSCs, which generally
precedes the brief to the Minister. The ANAO found there was documentation
to support reasons for decisions. These decisions were based on merit and
linked to the appraisal criteria. This was consistent across the regions
examined.

2.58 In six of the 12 briefings examined, the quality of the RIS has enabled the
Joint Team to advise Ministers (at least in part) of the anticipated percentage of
the resource condition target likely to be achieved from the investment.
However, only one of these regions had completed this comprehensively.
Identifying the anticipated percentage likely to be achieved is good practice as
it provides an indication of value for money and enables comparison of
investments across regions. This should become more comprehensive and
standardised across RISs in future years.

2.59 The ability of regions to quantify what the investments will achieve is
constrained by the nature of the target and the availability of relevant
monitoring and/or modelling systems. Where targets have yet to be developed,
appraisal is more difficult. In three cases examined, targets were being
developed as part of or in parallel with the RIS. The Joint Team advised that
they have been working with the States/Territories to assist regions to improve
their ability to describe the impacts of their investments on achieving targets.
Without this information, it is difficult to compare value for money across
regions.

2.60 The RISs also highlight that, based on current trends, the achievement of
significant land or water use change as originally envisaged, will be a long-
term process. From the only region where there was a comprehensive
statement of the expected contribution of the RIS to condition targets, expected
results were frequently low. For example, the investments from 2006-07 and
2007-08 were anticipated to achieve equal to or less than one per cent of
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identified resource condition targets in 16 of the 24 cases cited. That is, at the
current rate of progress it will be appropriately 200 years before the outcome
target is achieved. The most cost effective proposal was anticipated to achieve
15 per cent towards improved soil health as a consequence of integrated
property management planning.

2.61 All of the regions examined are still trialling actions and developing case
studies or demonstration sites. This is understandable as the investment
resources available are not large when compared to the challenge at a
landscape scale. In some cases, regions are documenting their successful
results (such as in regard to the management of dairy effluent) and these
results are feeding into a national picture across regions.

2.62 However, in other cases, (such as in regard to dryland salinity mitigation)
there is no certainty that actions will be successful or that they can be broadly
applied across other regions. Without quality data on which options are best in
particular circumstances, it is difficult to ascertain what is likely to be cost
effective over the longer-term. This demonstrates the constraint facing all
levels of government and the regions in improving NRM practice. It also
indicates the critical importance of national documentation on what initiatives
are cost effective and sharing this information (as discussed in paragraph 2.15).

2.63 A further issue in terms of funding approvals is that the Cape York
region® has received funding without any accredited plan or RIS. As
previously discussed, this is largely because tensions within regional interests
have made it difficult to establish a broadly representative group. Policy
differences between Australian and Queensland Ministers concerning World
Heritage listing have also contributed. In the absence of an accredited plan or a
broadly representative NRM group, the Cape York Peninsula Development
Association (CYPDA) was asked by the Australian Government to take on
responsibility for implementing the NHT in Cape York. This arrangement was
agreed in May 2006. The CYPDA signed a contract with the Queensland
Department of Natural Resources and Water to act as an interim ‘service
provider’ in the Cape York region for the delivery of approximately $5 million
of NHT projects that would be likely to have broad support. For example,
NHT investment has supported a fire management project, seagrass

43 At 140 000 square kilometres the Cape York Peninsula is the largest least-disturbed landscape along

eastern Australia. Approximately 18 000 people live in the region, which also includes extensive areas of
wetlands, tropical woodlands, rainforest, heathlands and tall forest.
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monitoring, a turtle nest protection program and a weeds and feral animal
control program.

2.64 While these investments may well be worthwhile, there is a risk that
continuing funding for a region without an accredited plan will undermine the
credibility of the planning and accreditation process. It establishes a precedent
for future programs that weakens the capacity of the Australian Government
to achieve nationally consistent outcomes, and jeopardises local community
ownership of the process. As outlined in paragraph 2.47, unless steps are taken
to resolve outstanding differences, there is a risk that these problems will
extend into NHT 3.

Conclusion

2.65 The rationale for the delivery of the NHT 2 and NAP was documented
and well supported by stakeholders. The Joint Team has developed a
comprehensive risk management plan that enables the Australian Government
to identify and treat important risks to the programs. However, guidance as to
whether or not particular actions will deliver good value-for-money over the
longer term needs to be strengthened. This information is vital to the ultimate
success of the programs. The absence of information on the costs and benefits
of treatment actions leaves substantial residual risks to the achievement of
program outcomes.

2.66 The bilateral agreements were generally well designed and provided a
good basis for progressing the collaborative nature of the programs amongst
Australian, State and Territory agencies as well as regional bodies. Greater
consistency across agreements would be desirable for the new agreements
under NHT 3. Delays in reaching agreement compressed the timeframe for
implementation and there were unfortunate downsizing consequences for
some regions in the transitional arrangements between NHT 1 and NHT 2.
This is being taken into account for NHT 3. The incongruence between NHT 2
and NAP regional boundaries created complexity and confusion. Again this
will be addressed through NHT 3.

2.67 While based on the best available information at the time, there are
significant limitations in the regional plans that outline the targets and the
basis for NRM priorities. However, there is a process of improvement in train
in a number of States and this should be carried forward nationally for NHT 3.
Addressing the lack of an accredited plan in Cape York should also be a
priority. Regional Investment Strategies approvals are documented and based
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on merit. However, further work is required to demonstrate the contribution of
the investments towards the ultimate targets and outcomes anticipated for the
programs.
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3. Governance and Financial
Management

This chapter examines the administrative aspects of program governance as well as the
financial frameworks supporting the delivery of funding through the regional delivery
model.

Introduction

3.1 Good governance is based on the practices an agency’s executive
employs to provide strategic direction and ensure objectives are achieved with
clear lines of accountability.# Sound financial management is an important
element of good governance. Within the context of the NHT and the NAP good
practice would include: timely payments to meet program commitments when
they fall due; transparency in the source and use of public funds; and regular
disclosure and independent verification that funds have been expended for
their intended purposes.

3.2 To assess the effectiveness of program delivery through the regional
delivery model, the ANAO reviewed the regional bodies’ governance
arrangements and the financial frameworks supporting the transfer of funds
from the Australian Government to the regional bodies.

Overview of regional bodies’ governance arrangements

3.3 The governance arrangements linking all parties (as shown in Figure 1.1,
p-37) involved in the regional delivery of NHT2 and the NAP are
documented in the bilateral agreements. The manner by which regional bodies
are incorporated also strongly influences their governance arrangements. The
key governance features of each State/Territory are summarised in Table 3.1.

44 ANAO/Department of the Prime Minister & Cabinet; Implementation of Programme and Policy Initiatives,
Making implementation matter, Better Practice Guide, October 2006, p. 13.
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Table 3.1

Key governance features of each State/Territory

State/Territory Features

All 13 regional bodies are incorporated under the Catchment Management
Authorities Act 2003. The Natural Resources Commission Act 2003 also
New South established an independent body, the Natural Resources Commission
Wales (NRC), with broad investigating, audit and reporting functions. Further, the
Auditor-General of New South Wales audits the financial statements and
can conduct performance audits of regional bodies.

Victoria established ten regional bodies as statutory authorities under the
Victorian Catchment and Land Protection Act 1994. The Victorian
Department of Sustainability and Environment (DSE) is responsible for
administering the Act. The Auditor-General of Victoria audits the financial
statements of the regional bodies as well as conducting periodic
performance audits.

Victoria

The 14 regional bodies in Queensland are either companies limited by
guarantee under the Corporations legislation or incorporated bodies under
Queensland the Queensland Associations Incorporation Act 1981. The regional bodies
are required to prepare financial statements and have them audited by a
qualified auditor.

The six regional bodies are incorporated under the Associations
Incorporations Act 1987. The Act does not require financial statements to be
Western audited, only that accounting records be kept in such a manner to enable
Australia them to be audited. Nevertheless, it is a State Government requirement that
all regional bodies provide an audited financial statement for funds provided
under the NAP and NHT.

The eight regional bodies were established as statutory authorities under
the Natural Resources Management Act 2004.

The Auditor-General of South Australia examines the financial statements of
the eight statutory bodies but does not undertake performance audits.

South Australia

The Natural Resources Management Act 2002 (NRM Act) creates three

Tasmania NRM regions each with a ‘regional committee’ (Board).
Northern The Northern Territory government is recognised as the regional body for
Terri NHT 2 funding purposes. An advisory body provides guidance to the
erritory . s
relevant Territory Minister.
Australian The Australian Capital Territory government is recognised as the regional

body for NHT 2 funding purposes. An advisory body provides guidance to

Capital Territory the relevant Territory Minister.

Source: ANAO analysis based on the Walter Turnbull Evaluation of Current Governance Arrangements to
Support Regional Investment under the NHT and NAP, December 2005.

National review of governance arrangements

3.4 The ANAQO’s Audit Report No.17, 2004-05 commented that governance
arrangements needed to be ‘scaled-up’ to match the level of risk. The ANAO
recommended the development of appropriate corporate governance
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templates and core training/information to enhance the capacity of regional
bodies to meet sound corporate governance practices. This recommendation
was agreed to by the Joint Team.

3.5 In December 2005, the Joint Team commissioned an evaluation® of
regional bodies to:

o identify the current governance arrangements of regional bodies;

J develop some general principles to improve the capacity of regional
bodies to meet Australian Government requirements; and

J suggest ways these principles could be implemented.

3.6 The evaluation found that corporate governance performance was
generally satisfactory with one regional body rated as ‘better practice’.
However, there was scope for improvement across all regional bodies. The
report commented that the capacity of regional bodies to meet the Australian
and State/Territory Government’s financial and program performance
accountability and quality requirements had been strained as a result of the
priority placed on the completion of regional plans and investment strategies.
Risk management arrangements in regional bodies were identified as
‘evolving’ and few regional bodies had considered business continuity,
disaster recovery and fraud risk. In addition, the report commented that
though conflicts of interest were ‘generally managed effectively...greater
assurance could be provided through formally documented policies and
procedures for conflict of interest and code of conduct’.4

3.7 Following this evaluation, a governance competency checklist was
developed and implemented in 2005-06. The checklist assisted State/Territory
NRM teams to identify the corporate governance risks facing regional bodies.
The checklist was tested in 34 regional bodies. The ANAO considers that the
checklist provides a sound basis for evaluating and promulgating lessons
learned and “better practice” to regional bodies.

> Walter Turnbull report to the Departments of Environment and Heritage and Agriculture, Fisheries and

Forestry, Evaluation of Current Governance Arrangements to Support Regional Investment under the
NHT and NAP, December 2005.

“ The management of conflicts of interest was raised previously by the ANAO in Audit Report No.17,

2004-05.
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Improving governance arrangements

3.8 In addition to the national review, State and Territory agencies have been
working with regional bodies to improve their governance arrangements.
These ongoing improvements are discussed within the context of two States
with statutory regional bodies (New South Wales and South Australia) and
two states with independent regional bodies (Queensland and Western
Australia).

New South Wales and South Australia

3.9 In New South Wales and South Australia, regional bodies were
established as statutory authorities under State legislation in 2003-04.

New South Wales

3.10 In New South Wales, the Natural Resources Commission has oversight
responsibilities for the development of State-wide standards and targets for
NRM issues. These are explicitly linked to regional standards and targets. The
initial role of the NRC has focused on guidance and training for regional
bodies. For example, the regional bodies’ Chairs and Board Directors have
undergone governance training with both the NRC and the Australian
Institute of Company Directors.#” In addition, the NRC has assisted in the
redevelopment of all New South Wales plans to ensure consistency with
New South Wales-wide standards and targets.* The NRC will commence
audits of the effectiveness of the implementation of the regional plans over the
next twelve months.

South Australia

3.11 Prior to the establishment of the eight Boards, the South Australian and
Australian Governments commissioned a major review of the governance and
accountability arrangements of regional NRM groups. This process effectively
addressed the problem identified in the ANAO’s Audit Report No.17, 2004-05,
where South Australia had an unincorporated regional body in receipt of
Australian Government funds. Although technically in breach of the bilateral
agreement, the financial risks were minimised by State Government
management of the funds. The South Australian Government has developed a
framework for best practice governance in all the new regional bodies. This

47 All New South Wales regional body Board members are required to undergo training with the Australian

Institute of Company Directors within the first 12 months of their appointment.

*® There are 13 state-wide NRM targets covering biodiversity, water, land and community.
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framework has common elements with the Australian Government framework
developed for NRM regions nationally.*

Queensland and Western Australia

3.12 Both Queensland and Western Australia have regional bodies that are
not constituted as statutory authorities. Consequently, they are legally
independent of both the State and the Australian Governments.

Queensland

3.13 In 2005, in response to concerns about consistent delays in financial and
performance reporting, the Queensland JSC initiated a Business Improvement
Review (BIR) of their regional bodies’ governance arrangements. The BIR
process was given greater urgency following the identification of a second
serious fraud in 2005.>° The details are outlined in the following Case Study 1.

Case Study 1—Management of Fraud

One regional body’'s Board detected significant evidence of possible fraud within the
organisation. The Board responded promptly. Following a police investigation, a person was
convicted of misusing $300 000 in funds from the regional body’s account. Following notification
the Australian Government’s Joint Team also responded promptly to the situation.

A forensic audit conducted on behalf of the Australian Government indicated that the exact
quantity of the fraud was unclear, although it was likely to be much higher than that identified for
the criminal prosecution. However, accounting matters concerned with this fraud are still
outstanding. The regional body has been unable to finalise its accounts for the year concerned
because it has not been able to ascertain the full extent of the missing funds. The Joint Team
has been unable to provide the regional body with a copy of the forensic audit because of
concern over a possible breach of privacy requirements.

3.14 While the BIR process found that, generally, the regional bodies were
able to manage and deliver the NAP and/or NHT, there were significant
variations in performance across regions and a number of important issues
were identified, which needed attention. These included:

e gaps in management processes or practices such as delegations from
the board to the CEO, absence of fraud control plans, and poor project
management processes—for example, one region had 256 management
action targets;

9 In April 2003 the NRM Ministerial Council agreed to best practice governance principles for NRM that will

provide a basis for guiding governments in natural resource policy development and program
implementation, particularly the National Action Plan on Salinity and Water Quality and the Natural
Heritage Trust. These principles were applicable to regional delivery mechanisms. The principles for
NRM were consistent with agreed national standards and international directions in good governance.
(Source: NRM Ministerial Council Communiqué)

% In NHT 1, a fraud of $225 000 was identified and is yet to be resolved.
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e high turnover of staff in some regions; and

e poor relationships with local Landcare and related NRM groups (in one
region).

3.15 The BIR process enabled those regions experiencing difficulties and
challenges to make improvements in important areas. The ANAO’s
consultation with regional bodies indicated that they were conscientiously
seeking to improve their governance processes. The impact of these efforts will
be clear following the completion of the second round of the BIR which is
currently underway.

Western Australia

3.16 In 2004, the Auditor-General of Western Australia conducted a
performance audit of the management of NAP and NHT funding. The audit
found that:

State and the regional bodies have not yet agreed on the appropriate
governance arrangements that the [regional bodies] need to have in place to
ensure probity and effective and accountable management, such as in the areas
of financial and human resource management, contracting and procurement.
Nor has there been agreement on the most effective way for the State to ensure
that the [regional bodies] have the ongoing skills and capacity to effectively
manage the expected funding.5'

3.17 The report also noted that there was no process in place to provide
assurance that the financial and output reports submitted by the regions were
reliable. In one instance, one regional body advised that its financial systems
did not support the allocation of expenditure against outputs. Consequently,
this regional body could not report its expenditure for separate outputs. In
2004, the Western Australian Government directed the Department of
Agriculture and Food to put in place improved governance processes. These
included contracts addressing issues of accountability, financial and
information management, human resource practices, purchasing and
contracting. A series of internal audits by the Department of the regional
bodies has provided a framework for regional bodies to better managing risks.

L Office of the Auditor-General of Western Australia, Audit Report 9, Report on Ministerial Portfolios at

1 November 2004, and Performance Examination of the Management of Natural Resource Management
Funding, OAG, November 2004, p. 26.
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Improving accountability for programs through regional bodies

3.18 All regional bodies interviewed by the ANAO were aware of their
responsibilities and were taking actions to improve governance. Some regional
bodies have demonstrated that they are monitoring the use of NHT/NAP
funds by other local NRM groups. During the audit, regional bodies
commented to the ANAO that there was the potential for “double-dipping’” in
NHT 2. This is because the national, regional and local investment streams
such as Envirofund, the National Landcare Program (NLP) and Community
Water Grants are not necessarily operating on the same time frames and
involve different assessment processes.

3.19 The Joint Team has indicated that it has been working to better integrate
the processes for the local and regional investment streams. A list of successful
Envirofund projects is provided to regional bodies on the completion of each
Envirofund round. Regions have now also been invited to participate in the
assessment process and to provide comments on applications. This is likely to
improve the management of the risks of double-dipping. However, two
regions commented that it is still a difficult challenge for regions with
hundreds of applications — particularly where there are tight timeframes
involved. For programs such as the NLP, payment of an administrative fee to
the regions assists the process while this does not occur for Envirofund.

3.20 One area where integration could be improved is in the extent to which
projects funded from the local investment streams contribute to the regional
plan. Currently, outputs from the local investment stream are not provided to
regional bodies. This means that regions are effectively unable to incorporate
the program results from local investment stream programs into their regional
monitoring and reporting processes. The Joint Team has indicated to the
ANAO that it is currently working closely with regions to develop a process
for providing outputs data to them in a meaningful and useful format.

3.21 The importance of managing outputs and the probity of the NHT/NAP at
the regional level is illustrated in Case Study 2.
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Case Study 2—Managing program risks through the regional bodies

One regional body investigated an allegation that a landholder had misused funding of over
$66 000 for five NRM projects provided over several years. Some of this funding was provided to
the landholder in NRM programs prior to the establishment of the regional body.

A site inspection by the regional body in February 2007 found evidence to suggest that the
landholder had not undertaken activities, such as tree planting or the installation of fencing, for
which funding had been received. Further, livestock had been permitted to graze in the project
area(s), contrary to the requirements of the grant.

The landholder commented to the regional body’s officers that numerous Landcare projects were
carried out on the property in the 1990’s and that all fencing and on-ground works had been
removed and replaced by subsequent projects. The property appeared to the regional body as
being ‘a small farm that had been overcapitalised with government funded infrastructure’. The
property had ‘poor grazing management practices with numerous incomplete projects with a
possible duplication and rorting of government funds’. The resolution of this matter is currently
under consideration.

3.22 This case study highlights the potential risk for misuse of government
funds in the delivery of the NHT. It also highlights how the regional model,
with closer ties to local communities and strong governance arrangements can
be more effective in the early identification of problems. However, a key point
in the success of this approach is that it relies on the regional bodies being
made aware of notionally approved funding from other related NRM
programs and having the opportunity to provide local knowledge and input
before funding is approved. Providing this information should be a priority in
the lead up to NHT 3.

Cash flow management

3.23 Good cash flow management practice is important for the success of the
programs. The correct timing of payments is crucial as payments made too
early are an unnecessary cost the Australian Government. However, payments
made too late risk delaying the program results and put considerable strain on
the financial capacity of regional bodies, dependent upon external program
funds.

3.24 The bilateral agreements between the Australian Government and
State/Territory governments require both parties to pay the cash funding
contributions into a single holding account (SHA) prior to being forwarded to
regional bodies. Each SHA is administered by the relevant State or Territory
agency but oversighted by the relevant JSC. Consequently, the Joint Team as
well as the State agency is required to authorise payments from the SHA to the
regions.
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Previous reviews of cash management practices

3.25 In 2003, the Auditor-General of Victoria identified problems in the
governance system in place in Victorian regional bodies—all of which had
received Australian Government funding from either the NAP or the NHT.*
The Auditor-General of Victoria commented that:

With the influx of Commonwealth funds, and associated growth in operations,
many authority businesses have outgrown their basic financial and project
management systems and procedures. In some authorities, management no
longer has access to the type and detail of information needed to make
informed business decisions.?

3.26 A problem noted by the Auditor-General of Victoria was the capacity of
one regional body to meet existing financial commitments for projects and
ongoing fixed costs. In this case, significant expenditure was made to a
program from funds received for other purposes. The regional bodies” Board
was not kept informed of these shortcomings in financial management. The
regional body in question would have been insolvent if it was required to
repay grants received for work not completed, or complete all work for which
it had received funding.®* Considering the Auditor-General of Victoria’s
comments, the ANAO examined cash management practices and their impact
on the solvency of regional organisations.

Payments into the single holding accounts

3.27 The bilateral agreements specify that payments to the SHA are to be
made quarterly, in advance, contingent upon the achievement of any
milestones scheduled for the previous quarter. The ANAO reviewed the
timing of payments made by the Australian Government to the SHA. The
elapsed time for funds to move from the Australian Government to the SHA
for the period 2002-03 to 2005-06 is shown in Table 3.2.

2 For the year 2002-03, Victorian regional bodies were in receipt of $31.6 million in grants from the NAP

and $8.95 million from NHT 2.
53

Office of the Auditor-General of Victoria, Report on Public Sector Agencies, November 2003, p.221.
* ibid., p. 194.
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Table 3.2

Days elapsed after 1 July of each year until 25 per cent or more of
Australian Government payments had entered into respective SHAs

State 2002-03 2003-04 2004-05 2005-06 2006-07
New South Wales - 273 334 167 195
Victoria 304 225 124 271 122
Queensland - 291 260 145 146
Western Australia - 347 132 90 118
South Australia - 296 140 137 167
Tasmania - 86 352 53 171
Northern Territory 355 261 62 236 300
ACT - 309 175 111 157

Source: ANAO analysis of Joint Team data

3.28 The ANAO found that payments made into SHAs were generally late
from year to year across all jurisdictions. The challenges in getting regional
NRM plans accredited and RISs approved could explain the difficulties in
2002-03 to 2004-05. Given that 52 out of 56 regional bodies” plans were
accredited in 2004-05, the situation should have improved over time. However
it has deteriorated, particularly in Victoria and the Northern Territory. The
Australian Government, in consultation with the States/Territories, has taken
steps to improve cash management in a number of instances. For example, for
Queensland, payments into the SHA have been moved to six monthly in
advance. While this is in breach of the bilateral agreement, it alleviates an
insolvency risk for Queensland regions. This matter should be explicitly
addressed prior to the introduction of NHT 3.

Funding to regional bodies

3.29 Delays in payments are also apparent in funds moving from SHAs to the
regional bodies. A number of regional bodies reported their quarterly
payments were regularly received almost six months late and one regional
body reported a payment being received nine months after it was due. The
ANAO asked regional bodies about the timeliness of payments made. The
aggregated responses are in Table 3.3.
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Table 3.3

Responses from 50 regional bodies to the ANAQO’s survey question:

Payments from the Australian Government have been made to your region at timely
intervals to meet the cash flow needs of projects in your region.

Strongly . Strongly

Responses Agree Agree Neutral Disagree Disagree
Number of regional bodies 1 21 10 9 9

Note: Two regions had different responses for the two programs, that is, they disagreed with the

question for one and agreed with the question for the other. These were recorded as neutral.

Source: ANAO analysis of responses received from 50 regional bodies to the ANAO’s survey.

3.30 Although 44 per cent of regional bodies responded positively to the
question, most qualified their responses. Some indicated that they accepted the
delays as inevitable. Almost all regions had experienced significant delays and
several were still experiencing problems with timeliness of payments. For
example:

Overall it has been ok but there are significant delays, e.g. we still do not have
the last 30 per cent of our funding for 2006-07 and it is May 2007. The system
is very inefficient. For example, to have funding approved for the Regional
Investment Strategy each year, it has to go to the Joint Steering Committee
meeting, then four Ministers need to sign, then a contract [is required] between
the Commonwealth and the State, then a contract between the State and us—it
can take at least six months—this year it has taken longer. We are out of funds
now and I cannot issue any on-ground works contracts until the last
30 per cent of funding arrives.

3.31 Much of the delay is seen as a result of JSC processes. Several regions
commented that initial payments of the year are generally very late but
subsequent payments are timely. One respondent commented:

I believe payments from the Australian Government have been made at timely
intervals to the State. The State however is contracted to administer the funds
on behalf of the Commonwealth and disregarding the last eight months, prior
administrations from the State has been an absolute joke. So theoretically, the
Australian Government has not been the problem, but certainly the State has
not delivered NHT satisfactorily.

3.32 The reporting requirement for regional bodies is also substantial as
illustrated by figure 3.1 from the Southern Rivers Catchment Management
Authority. The photograph highlights the extensive reporting requirements for
receipt of funding for regional bodies and the scope for streamlining reporting
processes.
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Figure 3.1

Reporting requirements for receipt of funding for regional bodies
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3.33 A further consideration is that State/Territory government processes have
not assisted the process. For example, New South Wales Treasury policies cut
across the bilateral agreements when payments were made from the SHA to
regional bodies without JSC approval. This is discussed in the following case
study.
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Case Study 3—New South Wales Treasury policy

In New South Wales, the whole of government ‘Net Cost of Services’ model (NCOS)55 has
introduced additional financial targets not envisaged when the bilateral agreement was signed
between New South Wales and the Australian Government. From 2006-07 regional bodies in
New South Wales are required to comply with the NCOS model.

Using earlier cash flow projections, the New South Wales Treasury set regional bodies a total
budget revenue target of $131.5 million and a total expenditure target of $158.87 million for
2006-07. However, factors such as delays in regional bodies receiving and expending funds
resulted in a shortfall of some $34.3 million against the expected New South Wales Treasury
revenue target. To meet the New South Wales target, this amount was paid from the SHA to
regional bodies in June 2007 without the approval of the JSC. Regional bodies were requested
not to expend these funds until formally released by the JSC. However, the action had effectively
breached the bilateral agreement and undermined the authority of the JSC.

To compound these difficulties, some regional bodies did not include all of their 2007—08
commitments in their cash flow forecasts to the New South Wales Treasury.* As a result, five
projects approved under the NAP/NHT2 State-wide and Regional Investments components and
one continuing National Landcare project did not receive funds to start in 2007-08. However,
because the programs end in June 2008, (the end of the current appropriations for the
programs) consideration is being given to temporarily using interest on the funds in the single
holding account to fund these projects. Such a situation is not ideal but in the circumstances
there is little alternative. Failure to effectively make payments for projects approved by Ministers
would undermine Ministerial authority. This matter is to be reviewed by the New South Wales
JSC.

3.34 In response to the audit, the NSW Treasury noted that the governance
and funding approval processes involving the Joint Steering Committee under
the NAP/NHT Bilateral agreements created difficulties in meeting program
expenditure estimates included in the State Budget. On occasion the receipt of
Commonwealth contributions late in the financial year also undermined
effective Budget management. NSW Treasury is working with relevant State
and Commonwealth agencies to ensure that these problems are rectified
through streamlining of governance and funding arrangements in relation to
future NRM programs.

3.35 The ANAO considers that this example, in conjunction with the evidence
regarding current cash flow management, highlights the scope for improving
cash management and also in expediting the implementation of the principles
highlighted by the Red Tape Reduction Taskforce in 2003.

** Net Cost of Services is an accrual measure broadly equal to expenses less retained revenues. Details of

the framework were advised to agencies in Treasury Circular 00/21, issued on 15 September 2000. The
main feature of the NCOS framework is that agencies have a limit for both the Budget year (subject to a
tolerance limit) and Forward Estimates years. Available from
<http://lwww.treasury.nsw.gov.au/pubs/newslett/jan01/vol13.htm>, [accessed 4 September 2007].

*® In some cases, this was a timing issue because some projects had not been approved by Ministers at

that stage.
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3.36 Future bilateral agreements should clearly state the authority of the JSC.
In the event that circumstances change—particularly in regard to State or
Territory financial policies—these matters should be discussed and agreed
with the Australian Government to maintain the integrity of the Agreement.

Insolvency risk in the regional bodies

3.37 The timing of the release of funds to the regional bodies is a significant
factor in the ability of regions to properly manage their cash flow and deliver
against their plans. When regional bodies cannot accurately anticipate the
timing or value of their cash receipts they face an increased risk of insolvency.

3.38 The ANAO examined the 2005-06 financial statements of 38 regional
bodies to assess their solvency.s Of the remaining 18 regional bodies:

J two regional bodies (ACT and NT) were not included in the analysis as
these have advisory bodies that provide advice to the responsible
Minister and the funds are managed within the context of the
Territories budgets; and

. the ANAO was unable to obtain either 2004-05 or 2005-06 financial
statements from the Joint Team or the regional body itself. In five of
these cases, the regional bodies had not yet finalised their 2005-06
financial statements.

3.39 Opverall, 13 regional bodies were identified as having a significant risk of
insolvency.® The distribution of these 13 regional bodies by State/Territory is
shown in Table 3.4.

" Insolvency occurs when an entity is not able to meet its debts as and when they fall due and payable as

defined by the Corporations Act 2001, s.95(A).

% Where 2005-06 financial statements have not been available but 200405 financial statements were, the

ANAO has used the 2004-05 statements.

* An entity was assessed as being at a significant risk of insolvency when its balance sheet showed

negative equity or its cash-at-bank balance (which comprised the majority of regional bodies’ current
assets) was not sufficient to meet its current liabilities.
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Table 3.4
Insolvency risk of regional bodies, by State/Territory
No. of regional bodies at
Sweeriory | Neotiepenibedes | sgncant i or
30 June 2005 or 2006.
New South Wales 12 of 13 0
Victoria 10 of 10 0
Western Australia 40f6 2
Queensland 9of 14 8
South Australia 20f8 2
Tasmania lof3 1
Total 38 of 54 13

Notes:  One Queensland regional body only had income and expense information available; there was no
balance sheet information available.

Source: ANAO Analysis of financial statements of 38 regional bodies.

3.40 The financial statements of a further six regional bodies showed they
were unable to meet their one-year commitments without further funding. For
regional bodies in Queensland and Western Australia, the ANAO was unable
to determine whether they will be able to meet these commitments as they
have not reported in such a way that recognises any commitments in their
financial statements. One regional body’s current and contingent assets did not
cover its current and contingent liabilities and commitments. Some regional
bodies have commented to the ANAO that when funds are delayed they cover
their actual commitments by using funds received for other purposes. In
addition, two of the ten program evaluation reports in December 2005 and
January 2006 raised cash flow management as an issue.

3.41 The Joint Team has acknowledged these cash flow management
problems and is considering a range of key changes for NHT 3 based on new
funding arrangements. These include:

J a shift from annual development, assessment and approval of
investment strategies to two investment strategies for the five year
investment period;

. payments into the SHA will be triggered on a six monthly basis and
payments out of the account are made on a performance basis;
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. Australian Government approval and management of investment will
be made at a program level to reduce management, simplify variation
and reporting processes and increase regional flexibility to manage
variations within a program for outcomes;

o progress reporting undertaken six monthly; and

o where an investment is considered by the JSC to be high risk, measures
(such as more rigorous milestones) may be added to encourage
appropriate performance and accountability.

3.42 These proposals are consistent with the principles outlined in the
Red Tape Taskforce report and should provide greater transparency and
certainty to regional bodies. Ideally, the new funding arrangements being
instituted by the Joint Team should be introduced as soon as practicable to
improve cash management for NHT 3. However, using time as the basis for
payments into the SHA, rather than performance, may result in an
accumulation of funds in State/Territory accounts and increases the risk that
the funds may be allocated without appropriate controls. The ANAO considers
that there needs to be greater precision in agreed protocols for the release of
funds from the single holding account.

Recommendation No.2

3.43 To provide greater transparency and efficiency in the management of
funds for regional investments, the ANAO recommends that the Departments
of the Environment, Water, Heritage and the Arts and Agriculture, Fisheries
and Forestry, in developing bilateral agreements for the Natural Heritage Trust
(NHT 3) or similar programs:

(a) clearly define the authority of the Joint Steering Committees over the
release of funds and the management of Single Holding Accounts; and

(b) streamline payments to regional bodies based on performance
requirements set out in the agreed investment strategies.
Agencies’ response

3.44  Agreed (See Appendix 2 for the full response)
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Acquittal of payments

3.45  Acquittals provide a measure of assurance that public funds allocated
to grant recipients have been spent for their intended purpose and in
accordance with the terms and conditions of the grant agreement and any
relevant legislation. Administrative procedures to acquit grants on a regular
basis are an important management control but should be balanced against the
level of risk and the cost of compliance.

Compliance with bilateral agreements

3.46  In contrast to the situation at the time of the ANAO’s 1996-97 audit, the
acquittal process is now explicitly linked to relevant legislation. The bilateral
agreements refer to s.19(2) of the Natural Heritage Trust of Australia Act 1997
and s.5 of the Natural Resources Management (Financial Assistance) Act 1992. For
the current programs, the bilateral agreements specify the legal requirements
for payments made under the NHT and the NAP. These include the acquittal
of payments and audited annual reports on expenditure of funds.

3.47 Nevertheless, compliance with these acquittal requirements across
regions varies. New South Wales, Western Australia and South Australia have
not met the requirements of the bilateral agreements for audited acquittal
statements of expenditure of funds from the SHA. Table 3.5 outlines the
audited statements provided to the Joint Team.

Table 3.5
Acquittal information by State/Territory for 2005-06

State As of 30 June 2007, independent audited statement
have been provided for 2005-06

New South Wales No

Victoria Yes

Queensland Yes

Western Australia No

South Australia No

Tasmania Yes

Northern Territory Yes

Australian Capital Territory Yes but a qualified opinion

Source: ANAO analysis Joint Team data
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3.48 While the Auditor-General of South Australia had not provided an
audited statement for 2005-06, the 2004-05 statement commented that the State
had not disclosed the agreed value of State in-kind contributions required
under the bilateral agreement (estimated at almost $26 million). The
Auditor-General of South Australia could not verify that the in-kind State
contribution had been made.

349 In summary, there are significant shortcomings in the compliance by
the States/Territories with the requirements of the bilateral agreements for
financial acquittals. At the present time, only three States and two Territories
have provided up to date, independently audited financial statements. The
remaining States are in breach of the bilateral agreements, which require
annual audited statements. The qualifications in South Australia’s audited
statements need to be addressed as does the absence of acquittals for funds
expended by New South Wales and Western Australia. Otherwise, there is
little assurance that funds have been spent for their intended purposes. The
Joint Team needs to more actively manage compliance with the bilateral
agreements.

Unspent funds

3.50 The ANAQ'’s Better Practice Guide for Administration of Grants 2002 states
that if grant funds remain after the completion of a project, procedures to
recover those excess funds should ensure that the opportunity cost of delays of
returning funds are minimised. For NHT projects, the bilateral agreements
state that ‘overpayments from the single holding account may be offset against
any amount subsequently due by the Commonwealth from the single holding
account to the State’.

3,51 The Joint Team advised that, as at 30 June 2006, there was
approximately $6.1 million of unexpended Australian Government grant
funding held in State accounts from the NHT 1 (1996-2001). Details are
outlined in Table 3.6. The ANAO was advised by the Joint Team that these
funds were meant to be used to offset NHT 2 funding. However, at the time of
the audit, this had not occurred.

ANAO Audit Report No.21 2007-08
Regional Delivery Model for the Natural Heritage Trust and the National Action Plan
for Salinity and Water Quality

80



Governance and Financial Management

Table 3.6
Unspent NHT 1 funds in State/Territory accounts at 30 June 2007
State/Territory Unspent NHT 1 funds ($m)

New South Wales 2.58

South Australia 1.58

Western Australia 1.35

Northern Territory 0.59

Total 6.1

Source: ANAO analysis of State/Territory agency reports to the Joint Team

3.52 The ANAO considers that, as a priority, the Joint Team should seek the
return of these funds to the NHT special account or offset them against
impending Australian Government commitments under the program by the
end of NHT 2.

Interest earned on State/Territory accounts

3.53 The bilateral agreements for the NHT 2 specify that there will be full
transparency of the source, quantum and expenditure or outlay of all resource
contributions under the NHT, including for cash and in-kind contributions.
Both the Commonwealth and the States/Territories make payments into the
State/Territory SHA. Interest earned from funds deposited in each
State/Territory SHA is generally required to be offset against future
instalments due to be paid into the account. Queensland is an exception as its
bilateral agreement allows the State to retain the interest for the purposes of
the program. Table 3.7 shows total interest earned on accounts.
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Table 3.7

Total interest earned on State/Territory accounts in 2005-06 (includes
Commonwealth and State/Territory interest)

State/Territory Interest ea_lrned on | Interest ea_lrned on Total interest
NHT monies ($m) | NAP monies ($m) earned ($m)

New South Wales 0.92 1.17 2.09
Victoria Not disclosed Not disclosed Not disclosed
Queensland 0.51 0.19 0.70
Western Australia 0.27 0.30 0.57
South Australia 0.62 Not disclosed 0.62
Tasmania 1.16 0.17 1.33
Northern Territory Not disclosed Not disclosed Not disclosed
Australian Capital Territory 0 0 0
Total 3.48 1.83 5.31
Note: Interest shown for South Australia is for 2004—05 NHT funds only.

Source: ANAO analysis of State/Territory Agency Reports to the Joint Team

3.54  The Victorian Department of Sustainability and Environment (DSE) did
not accrue interest on funds held within SHA. These funds are managed
according to Victorian Department of Treasury procedures and guidelines. As
a result, no interest is earned by DSE on these funds; rather any interest would
accrue to the Victorian Department of Treasury. Advice from DSE is that it can
not establish a separate bank account for NAP, NHT and National Landcare
Program funds, as this would contravene Victoria’s Financial Management Act
1994. Nevertheless, interest earned by the Victorian Government on Australian
Government funds would have been substantial. However, the lateness of the
Australian Government payments into the SHA in 2005-06 meant that the
Victorian Government effectively underwrote the Australian Government’s
payments to the regions for that year. For NHT 3 it would be appropriate for
Victoria to be on the same “footing’” for offsetting interest as the other States.

3.55  While appreciating that bilateral agreements need to be tailored to the
outcomes of intergovernmental negotiations, it would be desirable to achieve
greater consistency in the bilateral agreements negotiated for NHT 3 and more
emphasis on compliance with their requirements. Compliance with bilateral
agreements should, in the first instance, be a matter for JSCs and then the NRM
Ministerial Council. However, the Joint Team may also wish to consider
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introducing sanctions (such as withholding funding for state projects) for
persistent non-compliance with the bilateral agreements in the future.

Recommendation No.3

356 The ANAO recommends that the Departments of the Environment,
Water, Heritage and the Arts and Agriculture, Fisheries and Forestry give
greater priority to addressing compliance with bilateral agreements with
particular attention to be given to encouraging State/Territories to:

(@) provide audited financial statements (acquittals) to indicate that funds
have been spent for their intended purposes;

(b) return unspent funds remaining in State/Territory single holding
accounts or offset these funds against future allocations; and

(c) disclose interest earned and its use in accordance with the bilateral
agreements.

Agencies’ response

3.57  Agreed (See Appendix 2 for the full response)

Accounting practices and financial reporting by regional
bodies

3.58 Since 1 January 2005, Australian Accounting Standards have been
restructured to harmonise with international standards. The objective is to
promote comparability among the financial reports of Australian entities.
While different regional bodies have different legal status, the similarity in
functions would suggest reasonably close financial reporting arrangements
across regional bodies could be expected to allow comparisons of financial
performance. Such information is important where NHT 2 and NAP funding
forms a significant portion, and often the majority, of regional bodies” funding,
to allow the Joint Team and State/Territories to monitor the risk of investment
in the region.

3.59 The ANAO identified significant differences in the accounting policies
and practices of regional bodies. The main differences were the:

J variable basis for preparing accounts—one regional body prepared its
financial statements on a cash basis (it had revenue in excess of
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$6 million) and another region stated that it prepared its accounts on a
‘modified-accrual basis of accounting’;

. level of detail of financial information—detail ranged from
comprehensive audited general purpose financial reports with full
notes and disclosures for the statutory authorities to one non-statutory
region that simply prepared an un-audited operating statement; and

. accounting policy differences for recognising grant revenue—some
regional bodies recognise funding as revenue and others recognise it as
a liability until expended.®

3.60 These differences were mainly due to the governance structures and
guidance provided by the relevant State agencies. The ANAO found that those
regional bodies incorporated as statutory bodies generally addressed
accounting requirements best. They are required to prepare general purpose
financial reports, including providing details of commitments and contingent
assets and liabilities, that are audited by the relevant State Auditors-General.
Regions that are not statutory authorities generally receive limited financial
guidance and have no such requirement to prepare comprehensive reports. As
a consequence, many of these regions present limited financial information in
the form of special purpose reports.®!

3.61  The Joint Team, in consultation with JSCs, should ensure a minimum
standard of accounting practice across all regions so that objective comparison
of financial performance can be made. This is particularly important in light of
the risk of insolvency that some regions face, as discussed earlier in this
chapter.

Conclusion

3.62 Governance arrangements have been subject to substantial review and
improvement since the issue was raised in the previous 2004-05 ANAO audit.
Improvements have included formalising arrangements, independent
evaluation and the development of a regional governance checklist. The

% In 2005-06, one region in WA changed its accounting treatment of grant funding received but not yet

spent in order to ‘bring the statements in line with accepted government accounting practice’. This
change in accounting policy added $1.8 million of prior year grant funding to bring revenue to
$16.8 million in the year of the change.

% Special purpose financial report means a report other than a general purpose financial report (per AASB

101). When a financial report is audited, the auditor ordinarily includes a statement as to whether the
financial report is ‘special purpose’ or ‘general purpose’.
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Australian Government Joint Team, State agencies and State Audit Offices
have all assisted in improving the delivery of investment in NRM across
Australia.

3.63  Nevertheless, significant delays in payments continue to be an ongoing
issue, impacting on the implementation of the programs. The Joint Team is
proposing to introduce more streamlined cash management practices for
NHT 3. However, the ANAO considers that stronger monitoring is needed to
manage and mitigate the risk of payments being delayed to the regions and
funds accumulating in State/Territory Accounts. Breaches of the bilateral
agreements have also been identified. These include examples where particular
States/Territories have:

° not maintained a discrete and transparent SHA,
J released program funds from the SHA without appropriate approvals;
o not provided audited financial statements (acquittals) to indicate that

funds have been spent for their intended purposes;

o not offset unspent funds (valued at $6.1 million); and
° not disclosed interest earned or its use in accordance with the bilateral
agreements.

3.64 Action is required to address these breaches and ensure that
appropriate controls are put in place to achieve greater consistency and
compliance with the bilateral agreements for NHT 3. Otherwise, the value and
credibility of bilateral agreements is significantly compromised to the
detriment of the regions and their capacity to deliver the program outcomes.
Standardising the financial statements across regions would also allow greater
comparability and disclosure of the use of Australian Government funds.
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4. Monitoring, Evaluation and
Reporting on Performance

This chapter discusses the Joint Team’s monitoring, evaluation and reporting of the
progress made against the objectives of the Natural Heritage Trust and the National
Action Plan for Salinity and Water Quality.

Introduction

4.1 Performance monitoring, evaluation and reporting are essential for
determining the extent to which agencies’ outputs and administered items
contribute to the achievement of the program outcomes.*

4.2 Between 1996-97 and 2004-05, three separate ANAO performance
audits® found shortcomings in the implementation of performance monitoring
in NRM and environmental programs. In summary, these audits found that
there was no effective outcomes reporting and recommended:

. intermediate outcomes® be implemented as an integral part of
accountability arrangements (because of the long lead times for
outcomes);

. performance indicators be developed and applied;

J data be validated to provide an assurance of its accuracy and
completeness;

o systems be developed to support the collection and collation of data;
and

o reporting to Parliament and key stakeholders be outcomes focused.

4.3 The Joint Team agreed to these recommendations.

2 Australian National Audit Office, Better Practice Guide: Administration of Grants, 2002, p.57 and

Department of Finance and Administration, Performance Management Principles, 2003.

% Audit Report No.36 1996-97, Commonwealth Natural Resource Management and Environment

Programs; Audit Report N0.43 2000-2001, Performance Information for Commonwealth Financial
Assistance under the Natural Heritage Trust and Audit Report No.17 2004-05, The Administration of the
National Action Plan for Salinity and Water Quality.

®  Intermediate outcomes are more specific medium-term impacts (e.g. trend data, targets or milestones)

below the level of the planned outcomes. A combination of several intermediate outcomes can at times
be considered as a proxy for determining the achievement of outcomes or progress towards outcomes.
Available from <pmc.gov.au/sccountability/budget/2005-06/pbs/glossary>. [accessed 28 November
2007]
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4.4 Within the context of the above findings, the ANAO reviewed the
framework for measuring the programs’ effectiveness as well as the Joint
Team’s monitoring, evaluation and reporting of NAP and NHT 2 investment
performance. The ANAO also reviewed the Joint Team’s progress in
implementing the above recommendations.

4.5 During the course of the audit, the Joint Team committed $2.2 million
to a Building Better Data project which intends to improve performance
reporting processes for NHT 3. Where appropriate, the application of this
project is noted and discussed.

Framework for measuring the programs’ performance

4.6 The NRM Ministerial Council endorsed the National NRM Monitoring
and Evaluation Framework (M&E framework) in 20029 and was progressively
included in the bilateral agreements signed by respective Ministers.

47 The design of the M&E framework recognised there would be a
hierarchy of cause-and-effect relationships (from activities, to outputs, to
intermediate outcomes and finally to the achievement of overall outcomes)
that would lead to improvements in natural resource conditions over time. In
summary, some of the key characteristics of the M&E framework are:

. a performance information system to provide day-to-day management
of the programs as well as tracking and aggregating program outputs
and expenditure;

o a set of key performance indicators (to be finalised after the agreement);

. an evaluation strategy to assess the appropriateness, effectiveness and
efficiency of the programs and fulfil accountability requirements;

o regular reporting to the Joint Steering Committees and Ministers;

° A longer-term outcomes strategy to monitor and report on resource
condition targets, including arrangements for collection of point-in-
time and trend data required to assess progress against regional targets
and management actions and to satisfy auditing of data quality; and

®  The M&E framework correlates with the National Framework for NRM Standards and Targets which

comprises the national natural resource outcomes and a minimum set of matters for which regional
targets were required to be set in the regional plans as well as standards to assist in the achievement of
the national outcomes.
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. arrangements for review, as required, of individual targets, strategies
and timelines under NRM plans.

4.8 The bilateral agreements also required the Australian Government and
each State/Territory to jointly develop a strategy for implementing the
principles of the monitoring, evaluation and reporting framework.® Each
strategy was to ‘guide the establishment of arrangements for monitoring the
progress and achievements of the NAP and the NHT and to evaluate their
effectiveness against their stated achievements’. To support this process, the
Joint Team provided the State and Territory agencies with a strategy template
in November 2003. The joint strategies were developed and implemented
between 2004 and 2006. Partnership Agreements, signed between each regional
body and the relevant State/Territory government set out the responsibilities of
the regional bodies.

The challenge in finalising resource condition and trend indicators

4.9 The development of appropriate performance indicators for NRM
programs has been an ongoing challenge. In 1996-97, the ANAO
recommended that an appropriate set of performance indicators be developed
as a high priority for the NHT.®” Again in 2000-01, the ANAO recommended
that a core set of performance indicators be finalised and linked to the
allocation of sufficient resources for effective monitoring and reporting’.®® The
departments agreed to implement both recommendations.

4.10  As yet, the NRM Ministerial Council has not been able to agree to a set
of indicators for measuring natural resource trends and conditions. An initial
attempt by the NRM Ministerial Council’s Monitoring and Evaluation
Working Group (MEWG) could not reach a consensus on the indicators or the
roles and responsibilities for resource condition monitoring. MEWG was
disbanded in December 2004.

®  The Joint Team has developed separate framework-based strategies for the national and the local

streams of NHT 2.

" Australian National Audit Office, Audit Report No.36 1996-97, Commonwealth Natural Resource

Management and Environment Programs, pp. xv—xvi and p. Xxiv.

% Australian National Audit Office, Audit Report No0.43 2000-01, Performance Information for

Commonwealth Financial Assistance under the Natural Heritage Trust, p. 28.
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4.11  The task of developing suitable indicators was given to the National
Land and Water Resource Audit in May 2005.® To date, 61 indicators have
been identified and of these, seven have been agreed by the Joint Team and
State/Territory officials. Agreement on the remaining indicators is not expected
before 30 June 2008 —which is also the end date for the NHT 2 and the NAP.
This means that the overall impact of the programs on natural resource
management will not be known when the NHT 2 and NAP are finished in June
2008 —even though these programs have been running for between five and
seven years. Full implementation may take longer again.

An assessment of the monitoring and evaluation framework

4.12  Apart from the absence of a finalised set of performance indicators the
design of the framework is generally sound. It has been improved since the
NHT 1 and reflects key elements of the Department of Finance and
Administration’s Performance Reporting guidelines.” Consequently, the ANAO
considers that the framework provides a reasonable basis by which
performance could be measured and reported. The current priority is to
finalise the indicators so that the Joint Team will have the capacity to report on
the results of NHT 3.

Implementation of the framework

Validation of data

413 The ANAQO’s Audit Report No.43, 2000-01, Performance Information for
Commonwealth Financial Assistance under the NHT, found significant weaknesses
in relation to the validity of the output data reported. The data reported was a
mix of actual and anticipated results, which reduced the level of assurance the
Joint Team could offer Parliament and the public about the output data
reported. The ANAO recommended that a consistent approach to data
validation be made an ongoing priority. This was intended to encompass a
robust data verification system as well as facilitating audits of a valid sample

%  The National Land & Water Resources Audit was established in 1997 under the Natural Heritage Trust

Act. The Audit collates data and information, and contextual social and economic information, on the
status of Australia's natural resources. Sourced from <http://www.nlwra.gov.au/About_Us/index.aspx,>
[accessed 1 November 2007].

" The Department of Finance and Administration's Performance Reporting guidelines provide instruction

on the design of performance management systems and examples of better practice. Department of
Finance and Administration, Performance Reporting, 2003, available from <www.finance.gov.au>
[accessed 16 July 2007].
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of data supplied by proponents. The Joint Team agreed to this
recommendation. However, in 2004-05 the ANAO noted that performance
information reported was ‘largely based on estimates rather than actual data’.”

4.14  Under the current programs, regional bodies must report against a set
of ‘standard’ outputs used for collation into the departments” and NHT’s
Annual Reports. For example, regional bodies report on ‘the area of land
treated for soil erosion through exclusion fencing” and “area planted to riparian
native species’. However, the validation of the output data reported is limited
to a “desk top review’ for anomalies or inconsistencies between regional output
reports. There is no on-ground verification by the Joint Team or the
States/Territories that the quantities reported by regions are correct.

4.15 However, the ANAO found that eight of the nine regional bodies
interviewed during the audit engaged in some form of validation activity. The
validation methodologies varied, due to the variety of delivery mechanisms
regional bodies use, and ranged from auditing a structured sample to
performing ‘spot checks’. For example, one region in Queensland (which
primarily undertakes its activities through contracts) had implemented an
independent audit of 20 per cent of all projects completed to ensure that they
are completed in accordance with specified requirements. The final payment is
withheld until the audit program is completed. Two regional bodies (which
primarily undertake their activities in-house) had conducted “spot checks” on
project outputs.

4.16  Greater assurance of the accuracy of output data would be provided if
all regional bodies validated the output data to a consistent standard before it
is reported to the JSC and the Joint Team. To support the development of
suitable validation processes in regional bodies, the Joint Team could provide
guidance through a template or check list covering matters such as the
statistical validity of the sample, the level of acceptable risk and the
appropriate methodologies for particular types of activities. This would
contribute positively to the quality of data being reported under NHT 3.

71

Australian National Audit Office, Audit Report No.17 2004-05, The Administration of the National Action
Plan for Salinity and Water Quality, p. 92.
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Systems for collecting and collating data from monitoring activities

417  In June 1998, the Joint Committee of Public Accounts” commented that
it was the responsibility of the Australian Government ‘to ensure that parties
to the Commonwealth/State agreements provide compatible and comparable
performance data to the greatest possible extent’. The Committee noted that,
ideally, the use of common data collection systems would allow the easy
transfer of data and minimise system costs.” In 2004, the Red Tape Reduction
Taskforce Report™ principles included ‘regional one-stop-shop reporting’,
which aligns with broader State/Territory and Joint Team processes where
possible. With programs that involve multiple partners and services providers,
it is important to ensure that management information systems are sufficiently
aligned and allow the business needs of all parties to be addressed. This is an
important component of the ‘partnership” in the delivery of programs.

418 Currently, the Joint Team collects performance management
information for the NHT 2 and NAP in a spreadsheet and uses a parallel
mechanism for managing financial information, and tracking performance
against milestones. State/Territories and regional bodies report through
standardised spreadsheets. Although this is a simple system, it is cumbersome
as the data collected through other mechanisms at the regional and
State/Territory level must be transferred to the spreadsheets for reporting
purposes. Multiple handling of data increases the risk of errors.

4.19 To address these issues, processes are being developed to streamline
the collection of data from regional bodies to the State level. However, the
capabilities of these systems to address all the business needs of partners vary.
For example:

o Queensland has developed a system which covers all aspects of
regional and State reporting (see Case Study 4 following);

™ The Joint Committee of Public Accounts was the predecessor to the Joint Committee of Public Accounts

and Audit.

™ Joint Committee of Public Accounts and Audit, Report No.362, General and Specific Purpose Payments

to the States, 1999, p. 44.

™ As discussed in Chapter 2 of this report, a Red Tape Reduction Taskforce was established by the NRM

Ministerial Council to consider and report on the actions that could be taken by Government to
streamline the regional delivery process. The report of the Taskforce identified seven principles for
efficient regional program delivery and proposed ten actions in pursuit of those principles. Report of the
Natural Resource Management Community Forum, Adelaide, April 2004, p. 23.
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. Victoria has two systems—the State agencies have developed a system
to capture activity data and the regional bodies have developed their
own financial system to aid reporting; and

o South Australian regions have their own systems but report to the State
through a single system.

Case Study 4—Queensland’s VISTA system

The Queensland Department of Natural Resources and Water receives approximately
$3.2 million in NHT financial assistance from the Australian Government and has developed the
first integrated web-based system (VISTA) to manage performance information about NRM
activities in Queensland.

The first phase of the system was released to regional bodies in December 2006. Regional
bodies load project contracts and report against these online. The regional bodies also record
output, target and financial information in VISTA, which they and the Joint Team can access in
real time for their own operational purposes (including financial, performance and target
reporting).

Four of Queensland’s 14 regional bodies commented on VISTA through the ANAQO'’s survey or
during interviews. These four regional bodies indicated that VISTA is user friendly (relative to
previous reporting tools) and offers a means of consistent reporting at the State level. However,
it presently lacks the capacity to monitor and report at the outcomes level.

Source: ANAO analysis

420 The ANAO considers that there is a need to establish clear and precise
business rules that will enable partners to integrate systems and avoid
duplication of effort and to reduce the transaction costs of performance
reporting. The Building Better Data project aims to improve information
management systems for performance reporting by reviewing and
streamlining performance reporting. This project will include:

. an assessment of the appropriateness of data currently collected;

J the effectiveness and efficiency of information management systems
currently employed; and

. the use of data from the Australian Government perspective.

Using data to monitor progress against outcomes

421  Performance monitoring should provide information that enables an
assessment of the impact, appropriateness, effectiveness and efficiency
(value-for-money) of the investment. The ANAQO’s survey asked regional
bodies whether the requirements for Australian Government reporting were
clear, and resulted in meaningful information being reported. Of the 50
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respondents, 30 disagreed or strongly disagreed with the statement. 75
Comments from these regional bodies included:

4.22

There is room for improvement in that the [outputs] reporting framework does
not allow us to provide you with full information about what is being
achieved as a result of the Australian Government funding.

It is all output based which is good but all NRM plans are outcome based.

Reporting requirements are clear but do not always result in meaningful
information. They provide a good record of activity and outputs but do not
provide a mechanism of linking actions to outcomes and contributions to
achieving targets.

As noted by the regional bodies, the information captured through

monitoring does not show what has been achieved. In particular, the data
collected does not show whether:

outputs actually contribute to the intended outcomes—for example, the
Report of the Independent Audit Group for Salinity 2005-067¢ reviewed the
regional bodies ‘salinity” outcomes and found that without exception
all regional bodies had set outcomes to maintain current levels of
salinity rather than reverse or substantially improve salinity.”” Further,
the report found that far greater reductions in salinity levels had been
achieved through investment in salt-interception schemes along the
River Murray funded under the Murray-Darling Basin Commission’s
Basin Salinity Management Strategy than under the regional stream of the
NHT or NAP;

outputs are generating perverse outcomes—for example, broad-scale
planting of vegetation may provide benefits to landholders in one
catchment in terms of reduced ground water recharge but could reduce
the economic welfare of downstream users, by reducing the level of
available water and increasing stream salinity;”® and

75

Of the remaining respondents, 12 regional bodies were neutral, seven agreed and one strongly agreed

with the statement.

76

Independent Audit Group for Salinity, Report of the Independent Audit Group for Salinity 2005-06,

Murray Darling Basin Commission February 2007, pp. 57-58.

7

The objective of the NAP was to ‘prevent, stabilise and reverse trends in dryland salinity affecting the

sustainability of production, the conservation of biological diversity and the viability of our infrastructure’.

78

Bathgate A, Woolley J, Evens R, McGown |, Downstream benefits of salinity management: A case study

for the Boorowa Catchment, Contributed Paper to the 49" Annual Conference of the Australian
Agricultural and Resource Economics Society, Melbourne, February 2004, pp. 14-15.
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. the outputs completed had provided value-for-money solutions to
natural resource challenges. However, some regions have been
endeavouring to address this issue. For example, the Goulburn-Broken
Catchment Management Authority’s Annual Report 2005-06 discusses
its approach to revegetation based on value-for-money considerations
through the Bush Returns program. The report stated:

...tree-planting or direct seeding is labour intensive, expensive...Recent
research has shown that there is much potential to increase native vegetation
through natural regeneration...while the occurrence of natural regeneration
sometimes depends on favourable climatic conditions, it is potentially a very
cost-effective approach to increases in native vegetation...

423 Documenting and disseminating information on similar types of
initiatives (with quantification of the costs and benefits) would provide a
useful resource base for regions and enhance the value derived from the
regional investments.

424 The absence of performance information regarding the
cost-effectiveness of actions or insights into quantifiable benefits or unintended
consequences from NHT2 or NAP investments has not assisted in
demonstrating the effectiveness of actions or investments through the
programs. Monitoring by the Joint Team to date has focused on outputs
achieved through the NHT 2 and NAP investment. However, output data
alone only shows what has been done; it does not show what is being achieved
against the objectives of the program.

Evaluations of the regional delivery model

4.25 Evaluation is an important part of performance management as the
efficiency and/or effectiveness of the approach taken to achieve the
Government'’s objectives is reviewed and this information can be fed back into
decision making. The ANAO reviewed the evaluations conducted of the
regional delivery model and their findings.

Evaluations conducted

426 In 2005-06, the Joint Team conducted, and made publicly available,
ten evaluations in relation to the NHT and the NAP.” The programs were

™ All ten evaluations are available from <http://www.nrm.gov.au/me/evaluation/national.html> [accessed

16 August 2007].
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evaluated to see what was working well and what improvements could be
made. The cost of the evaluations was almost $1.4 million. Five of the ten
evaluations included consideration of the outcomes achieved through the
regional investment stream.*® These were evaluations of the:

. significant invasive species (weeds) outcomes of regional investment;
. biodiversity outcomes of regional investment;

. salinity outcomes of regional investment;

. sustainable agriculture outcomes of regional investment; and

. coastal, estuarine and marine outcomes of regional investment.

4.27  As well as reviewing these evaluations, the ANAO reviewed other
evaluations and reports prepared about NHT 2 and the NAP. For example, the
Victorian Catchment Management Council produces a report card every
five years reporting on the health of Victorian catchments. Also, the
Murray-Darling Basin Commission releases an annual review of progress in
addressing salinity throughout the Murray-Darling Basin by the Independent
Audit Group for Salinity. In addition, each of the regional bodies prepares an
annual report.

Findings of evaluations of the regional delivery model

4.28  The evaluations focused on process improvements, as the effectiveness
of the programs was not able to be measured in any meaningful way. The
Evaluation of coastal, estuarine and marine outcomes of regional investment noted
that the delays in establishing the regional delivery model impacted on the
capacity to evaluate the impact of regional investment:

...as regional investment has only been in place for three years, it is too early
to establish any meaningful measure of effectiveness...5!

429 Many of the Joint Team’s evaluations commented positively on the
increased organisational capacity and stakeholder engagement that had been
achieved through the program investment to date. The evaluation report on
biodiversity outcomes noted that some regions were confident about achieving

¥  The remaining five evaluations covered: current governance arrangements to support regional

investment; the national NRM facilitator network; bilateral agreements for the regional component of the
Natural Heritage Trust of Australia; Australian Government’s Envirofund; and the National Investment
Stream of the Natural Heritage Trust.

8 SMEC Australia Pty. Ltd, Evaluation of coastal, estuarine and marine outcomes of regional investment,

2006, p.4.
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their outcomes. Some of the program evaluations made broad comments about
the effectiveness of the investment. For example, the evaluation of coastal,
estuarine and marine outcomes of regional investment commented that:

...there was a view that [NHT] investment is not yet at a level to effectively
manage or reverse the perceived continual decline in coastal, estuarine and
marine values over the long term. This comes from a widespread view that the
rate of decline in coastal, estuarine and marine values caused by rapid
population growth and resource exploitation is faster than any rate of
improvement effected through regional investment.®

430 The evaluation of biodiversity outcomes also expressed concerns that
current levels of investment were insufficient to achieve their biodiversity
targets. Regions that were already monitoring trends were still recording a
decline in high-priority biodiversity areas and funding levels were regarded as
being insufficient to impact on the threats or to reverse the decline. In most
regions, current levels of investment were expected to achieve between 10-20
per cent of high-priority biodiversity targets.®® Similarly, findings were made
by The Health of Our Catchments—A Victorian Report Card 2002 which stated that
‘efforts to protect and sustainably manage our natural capital are not keeping
pace with the breadth of degradation symptoms’.%*

431 The ANAO considers that the evaluations were fair and balanced and
provided a good basis for improving delivery of the programs. The evaluations
were not able to report conclusively on the effectiveness of NHT 2 and NAP.
At the time, the evaluations provided little evidence that there has been any
substantial movement towards landscape scale repair and replenishment of
natural resources as envisaged by the NHT or preventing, stabilising and
reversing salinity trends as envisaged by the NAP. This is also supported by
other published research as discussed previously in this chapter. Therefore, it
may be necessary to re-focus NHT 3 investment to better target the highest
priorities areas or critically important assets within the landscape.

¥ op. cit., 2006, p. 4.

8 Griffin NRM Pty Ltd and URS Australia Ltd, Biodiversity Conservation in Regional Natural Resource

Management: An Evaluation of the Biodiversity Outcomes of Regional investment—Overview Report,
2006, p.40. Also cited in Australian National Audit Office, Audit Report No.31, 2006-07 The
Conservation and Protection of National Threatened Species and Ecological Communities, p. 114.

8  Victorian Catchment Management Council, The Health of Our Catchments: A Victorian Report Card,

2002, as quoted in the Victorian Catchment Management Council, Annual Report 2006, p. 10.
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Performance reporting

432  Performance reporting through an annual report provides Parliament
and the public with an assurance that NHT 2 and NAP funds are used
efficiently and effectively. Its purpose is to assist stakeholders and
management to draw well-informed conclusions about performance and to
contribute to sound decision-making. Candour in disclosure and action on
performance information will add to credibility.®> The ANAO reviewed the
information available through published annual reports.

Annual Reporting requirements for NHT2 and NAP

4.33  The Joint Committee of Public Accounts and Audit recommended that
‘the Parliament and the public have ready access to reliable and up-to-date
information about specific purpose payments and their specific results’.® The
Joint Team’s reporting obligations for the programs are set out in the Natural
Heritage Trust of Australia Act 1997, and the Natural Resource Management
(Financial Assistance) Act 1992. These require a separate annual report on the
NHT2 while the annual report of the NAP can be incorporated into the DAFF
Annual Report.

434  To date, there have been three annual reports on NHT 2 with the latest
published report covering the period 2005-06. The NHT’s Annual Report
2005-06 was tabled in November 2007, some eleven months after the statutory
deadline. Although the National Heritage Trust Act 1997 is silent on the exact
timeframe for preparation of the report, the Acts Interpretation Act (1901)
requires the report to be prepared within six months.#” The Joint Team has
indicated that this delay is not likely to be repeated in subsequent years. One
separate annual report was published for the NAP for 2002-03. Otherwise,
reporting on this program has been limited to a very short synopsis within the
DAFF Annual Report 2005-06.

% Department of Finance and Administration, 2003, op. cit.

% JCPAA, op.cit., p. 58.

8 Section 34C of the Acts Interpretation Act 1901 states that where an Act requires a person to furnish a

periodic report to a Minister but does not specify a period within which the report is to be so furnished,
that person shall furnish the report to the Minister as soon as practicable after the end of the particular
period to which the report relates and, in any event, within six months after the end of that particular
period. A copy of the report is to be laid before each House of the Parliament within 15 sitting days of
that House after the day on which the Minister receives the report.
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Quality of information available in the Annual Reports

435 The ANAO’s 2000-01 audit of the NHT found that reporting focused
on inputs and outputs rather reporting the progress achieved against
outcomes.® For 2005-06, the DAFF and NHT Annual Reports remain focused
on reporting inputs and outputs.

Outputs

436  Both reports provide a breakdown of expenditure by outcome and
State/Territory. The NHT’s Annual Report 2005-06 provides detailed reporting
of outputs using four key output types. These are:

. resource assessment;
. planning;

J capacity building; and
J on-ground activities.

4.37  Against each output type there are a series of standard outputs and
output units of measure. Table 4.1 provides examples of the standard outputs
and output units of measure reported against each of the four output types.

Table 4.1
Standard output reporting

Examples of output units of

Output Type Examples of standard outputs measure

Resource Investigations (survey, inventory and

assessment mapping and data analysis) No. of biophysical studies completed

No. of recovery or management
Planning Resource management plans plans for threatened species or
ecological communities completed

Capacity . . - .

building Skills and training No. of participants (in person days)
On-gr_o_und Revegetation with native vegetation Area (ha) of native vegetation

activities established

Source: ANAO analysis of the NHT Annual Report 2005-06.

8 Australian National Audit Office, Audit Report No.43 2000-01, Performance Information for

Commonwealth Financial Assistance under the Natural Heritage Trust, pp.26-27.
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438 The output information reported describes the type and quantity of
activities supported through the programs. The same four output types have
been used in NHT Annual Reports from 2003-04 to 2005-06, although the
standard outputs and output units of measure reported have, to some extent,
varied between States/Territories and between years. The ANAO considers the
reporting of outputs to be clear. For example, the Environment Annual Report
for 200607 commented that the programs have ‘helped to protect over eight
million hectares of wetlands, have treated over 600 000 hectares of land to
reduce salinity and erosion, and have involved some 800 000 volunteers in on-
ground conservation work’. However, as noted earlier in this chapter, it would
be better if the outputs data reported were consistently validated.

439 The DAFF Annual Report 2005-06 aggregates NAP and NHT outputs
and reports them from all four output types as ‘on-ground achievements’.
Examples of on-ground achievements reported include ‘salinity control
through drainage and ground water pumping across 57 000 hectares’ and
“protection and enhancement of 4 300 hectares of wetlands’.*®

Outcomes

4.40  The Annual Reporting Guidelines® require annual reports to include an
assessment of actual progress towards outcomes. Performance information
that shows the specific impact of the outputs achieved on the programs’
outcomes should be included with a focus on the effectiveness of outputs in
achieving the outcome.”!

441 In 2000-01, the ANAO found that, due to the Annual Report’s
input/output focus, reporting did not allow the reader to make an informed
judgement as to the significance of achievements made, outstanding
challenges, or overall progress of the NHT against the objectives.”> The ANAO
recommended that the Joint Team give greater priority to documentation and
balanced reporting that reflect both achievements and shortcomings, as well as
discussing strategic risks and challenges and the strategies developed to

8 Department of Agriculture, Fisheries and Forestry, Annual Report 2005-06, p. 38.

% Department of the Prime Minister and Cabinet, Requirements For Annual Reports For Departments,

Executive Agencies And FMA Act Bodies s.11(1), 13 June 2007, p. 6.

8 Department of Finance and Administration, Performance Reporting under Outputs and Outcomes,

September 2003, available from http://www.finance.gov.au/budgetgroup/Commonwealth_Budget_-
_Overview/performance_reporting.html [accessed 3 October 2007].

% Australian National Audit Office, Audit Report No.43 2000-01, Performance Information for

Commonwealth Financial Assistance under the Natural Heritage Trust, pp. 26-27.
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address such matters. The Joint Team agreed to do this. The ANAO made
similar comments again in 2004-05.%

4.42  Both the 2005-06 DAFF Annual Report and the (draft) NHT 2005-06
Annual Report provided case studies and narratives about activities being
undertaken and the changed behaviour and increased capacity of participants.
However, the reported information lacked the necessary trend or percentage
data or analysis needed to link the output(s) with actual progress towards the
programs’ outcomes. Further, the DAFF Annual Report 2005-06 reported
prospective or intended outputs and outcomes rather than actual outputs and
outcomes. For example:

...by mid-2008, the Murrumbidgee Catchment Management Authority will
complete around 750 kilometres of riverbank revegetation. This work, together
with targeted structural works for stream bank and gully erosion, will achieve
a ten per cent reduction in the average sediment load at Wagga Wagga, or
around 60 000 tonnes per year-equivalent to five semi-trailer loads per day.*

4.43  The information did not report on how prospective outcomes relate to
the targets in the Murrumbidgee Catchment Management Authority’s regional
plan or the national outcomes. Nor does it give a sense of the priority of these
actions or if the Murrumbidgee Catchment Management Authority has even
commenced these activities.

Intermediate outcomes

444 In 2000-01, the ANAO recommended the implementation of
intermediate outcomes as an integral part of accountability arrangements for
the NHT and future NRM and environment programs.® The M&E framework
developed in 2002 included intermediate outcomes and these have been
incorporated into current initiatives. The relationship between the national
outcomes, intermediate outcomes and regional bodies” activities (outputs) is
illustrated in Figure 4.1.

% Australian National Audit Office, Audit Report No.17, The Administration of the National Action Plan for

Salinity and Water Quality, p. 17.

% Department of Agriculture, Fisheries and Forestry Annual Report 200506, p. 37.

% Australian National Audit Office, Audit Report No0.43 2000-01, Performance Information for

Commonwealth Assistance under the National Heritage Trust, Recommendation No.4, p. 79.
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Figure 4.1

Relationship between outputs, intermediate outcomes and outcomes

A

OUTCOMES
———  Targets met, threats ——
contained

INTERMEDIATE OUTCOMES
— Changeinlocalresource
condition, attitudes, practices

OUTPUTS
— On-ground actions, —p
reforms

ACTIVITIES
——— Building, Planning, —
Knowledge Generation

1 2 3 4 5 8 12

[
=]

50+ YEAR

Source: Natural Resource Management Ministerial Council

4.45  The Joint Team refers to three types of intermediate outcomes:

° change in attitude and practices of resource managers;
. aggregate changes in how the region/locality has been managed; and
J changes in the point of investment.

446  Given the timeframes envisaged in Figure 4.1, intermediate outcomes
achieved through NHT 2 investment should be measurable. Through the
Building Better Data project, the Joint Team intends to develop and trial a
‘performance story reporting” methodology for reporting on outcomes. A
performance story report summarises a ‘slice’” of an NRM project indicating
what a program has achieved as well as how the achievements were made. The
Joint Team advised that ‘together these performance stories will provide a
summary of the impacts and progress towards outcomes’. The Joint Team is
now working with the States/Territories and the regional bodies to explore
opportunities for performance story reports.

4.47 At the time of the audit, the first performance story report was being
developed, and as such the ANAO was not able to examine a completed
example. However, there are a number of principles that should be applied to
any meaningful performance auditing process. As a minimum, the report
should provide an assessment of actual progress towards outcomes along with
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an assessment of the cost-effectiveness of the actions undertaken. As noted
previously, the reporting of intermediate outcomes should advise on the
progress made towards the conservation of a critical national asset and on the
level of behavioural change relating to the conservation of the asset, such as
fresh water, high quality soils etc. In doing so, the report should:

J be balanced—it must evaluate progress towards outcomes through
consideration of what investment has achieved and what investment
has not worked (and why);

. provide lessons learned as well as insights into quantifiable benefits or
unintended consequences, which can be fed back into the review and
development of regional level targets;

J use trend analysis based on causal relationships between actions and
results to demonstrate the nature of the change claimed over time; and

° consider the value-for-money achieved, the costs and benefits of
different approaches and the risks to outcomes.

4.48 The ANAO suggests that initial performance stories should focus on
progress towards the achievement of specific NRM priorities and/or major
national assets (such as the Great Barrier Reef, Ramsar wetlands® or the
Murray-Darling Basin). Reporting against priorities or major assets provides a
more meaningful view of the natural resource condition improvements
achieved. In addition, reporting in this manner enables the achievements of
regional investment to be considered alongside those achievements of national
or local programs. This would support the comparison of the value-for-money
of activities and the costs and benefits of different approaches.

Conclusion

449  Overall, the ANAO considers the information reported in the DAFF
and NHT Annual Reports has been insufficient to make an informed
judgement as to the progress of the programs towards either outcomes or
intermediate outcomes.

% Under the Environment Protection and Biodiversity Conservation Act 1999, a Ramsar wetland is either:

e an Australian wetland on the List of Wetlands of International Importance kept under the Ramsar
Convention; or

e awetland declared to be a Ramsar wetland by the Commonwealth Environment Minister.
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450 Priority should be given to improving the Joint Team’s ability to
monitor, evaluate and report reliably, effectively and efficiently in the lead up
to NHT 3. Primarily, the Joint Team needs to give high-priority to the
development and implementation of a process that will enable progress
against outcomes to be reported and lessons learned to be drawn out in future
annual reports. This should be considered within the context of the current
negotiations for NHT 3.

451 The ANAO recognises the difficulties faced by the Joint Team in
establishing such a process at this point in time given that the 56 regions have a
diverse range of systems focused on addressing their own reporting needs.
However, such a process will be necessary if any meaningful results are to be
reported for NHT 3. The ANAO considers that a staged approach may best
address the practicalities of implementation of such a framework. The first step
should be reaching agreement on reasonable and measurable indicators. This
could be followed by a pilot study in regions that have already undertaken
data verification and outcomes measurement and reporting. When the
performance monitoring and reporting model is providing a reasonable
assessment of outcomes, it could be extended for all remaining regions.

Recommendation No.4

452 To enable accurate reporting of progress against outcomes to be
achieved in the Natural Heritage Trust or similar programs, the ANAO
recommends that the Departments of the Environment, Water, Heritage and
the Arts and Agriculture, Fisheries and Forestry develop and implement a
performance measurement framework that includes:

(a) a finalised list of core performance indicators to measure actual results;

(b) clear and consistent business rules supporting the collection and
collation of performance data;

(c) dissemination of guidance to regional bodies regarding the validation
of natural resource management output data; and

(d) meaningful intermediate outcomes that may be used to demonstrate
the cost effectiveness of natural resource management actions, the
conservation of major national assets and behavioural change achieved
through the programs.
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Agencies’ response
453  Agreed (See Appendix 2 for the full response)

454 To assess progress made in this area, the ANAO will consider
conducting a follow-up audit to assess progress towards outcomes for NHT 3.

Such an audit will be considered within the context of future Audit Work
Programs.

== 2=

lan McPhee Canberra ACT
Auditor-General 7 February 2008
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Appendix 2:

Response from the Department of the

Environment, Water, Heritage and the Arts

and the Department of Agriculture,

Fisheries and Forestry

3 Australian Government

" Department of the Environment, Water, Heritage and the Arts
Department of Agriculture, Fisheries and Forestry
Ms Sheila Bird
Group Executive Director
Performance Audit Services Group
Australian National Audit Office
GPO Box 707
CANBERRA ACT 2601
Dear Ms Bird
Thank you for your letter of 30 November 2007 offering the Dep of the Envi

Water, Heritage and the Arts and the Department of Agriculture, Fisheries and Forestry the
opportunity to formally comment on the ANAO"s Proposed Audit Report on the Administration of
the Regional delivery Model for the Natural Heritage Trust (NHT) and the National Action Plan for
Salinity and Water Quality (NAP). Enclosed is the formal resg which 1
of both Departments.

The Departments agree with the intent in the recommendations in the report and consider they
provide a constructive basis for the design of any future regional delivery arrangements for
Australian Government natural t

5 el

The Departments have several projects currently in progress that are in line with the intent in the
report’s recommendations. Trialling of ‘reporting on the impact and appropriateness of NRM
investments by outcomes’ has commenced with 13 ‘Performance Story Reports' in progress inall
states and territories. The first such report is now available.

1 wish to thank you and your team for fostering the positive working relationship between the

ANAO and the AGNRM Team and the constructive approach the ANAO has taken during its
review of the regional delivery model.

Anthea Tinney Dr Conall 0’Connell
Afg Secretary Secretary
Department of the Environment, Department of Agriculture,
‘Water, Heritage and the Arts Fisheries and Forestry
(& January 2008 [| sanuary 2008

Level 1, 7 London Circult, Canberra City ACT 2601 or GPO Box 858 Canberra ACT 2601
ph 02 6272 3933 fax 02 6272 3626 www.nrm.gov.au
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Summary

The Department of the Environment, Water, Heritage and the Arts and the
Department of Agriculture, Fisheries and Forestry broadly accept the key
findings of the report, noting that there have been further developments since
it was prepared, including the development of a comprehensive outcomes
based reporting framework and a revised Monitoring, Evaluation, Reporting
and Improvement national framework which support practice change in line
with the key recommendations. The report acknowledges that ‘“progress in
implementing improvements in administration since the previous Audit
report’ has been comprehensive and well-focused on significant risks but that
further work in this area is required leading into the next Natural Heritage
Trust (NHT 3) program. Issues raised in the ANAO report and its four
recommendations will continue to be taken into account in any future
arrangements for regional delivery of natural resource management programs.

The regional delivery model is still relatively new and the Departments in
partnership with state and territory governments and regional bodies have
continually sought to improve the model over time. Given the scope of this
exercise and the large number of players involved this will take time. Actions
are currently underway to improve monitoring and evaluation of outcomes
and sharing the knowledge legacy of the programs, such as strengthening the
measure of intermediate outcomes through utilising reports by outcomes
(Performance Story Reports).

The Departments note that the audit findings are positive with regard to the
general approach to regional delivery with targeted recommendations to
improve certain aspects that will benefit future regional delivery of natural
resource management programs. The Audit report notes that program delivery
arrangements have evolved and are now, on the whole working well.
However, the Departments agree that there are some areas that could be
strengthened. The report is, overall, a reasonable assessment of the strengths of
current arrangements and those areas which require further attention.

General Comments

The Department of the Environment, Water, Heritage and the Arts and the
Department of Agriculture, Fisheries and Forestry agree with the intent in the
Audit report’s recommendations and consider that the recommendations
provide a basis for strengthening future program delivery. It is noted that both
the current phase of the Natural Heritage Trust and the National Action Plan

ANAO Audit Report No.21 2007-08
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Appendix 2

for Salinity and Water Quality programs will conclude at the end of June 2008.
The Australian Government is currently considering arrangements for
programs to support natural resource management after the current programs
conclude and where it makes sense to do so, the recommendations of this
Audit Report will inform the design of new arrangements.

The approach taken by the two Departments to the regional delivery model
and its administrative arrangements is unique — in particular the establishment
of the Australian Government Natural Resource Management (AGNRM) team
(a joint Division between the two Departments to oversee delivery). The
approach has been and is adaptive, and continues to evolve in ways that are
consistent with the intent of the recommendations of the Australian National
Audit Office report.

Investment by the Australian Government in natural resource management
through regional delivery arrangements has brought together industry,
communities and government in 56 natural resource management regions that
cover the Australian continent. These groups together are developing and
implementing integrated natural resource management regional plans that
focus on agreed priorities and regionally relevant solutions consistent with
state wide natural resource management objectives at the land and water scape
scale and draw on the best available technical, scientific and governance
support. Regional natural resource management groups are working hand in
hand with state, territory and Australian government institutions and
organisations to improve complementarity and consistency between national
programs.

Funding programs

The Australian Government invests in natural resource management outcomes
through a range of programs, including the Natural Heritage Trust, the
National Action Plan for Salinity and Water Quality, and the National
Landcare Program. The design of these programs recognises that achievement
of outcomes for natural resource management is a long-term process and that
the scale of natural resource management change required is large. Longer-
term outcomes to be achieved through regional delivery include improved
resource manager and institutional capacity for resource management,
improvement in industries” contribution to ecological sustainable development
and protection, and enhancement and/or recovery of environmental and
natural assets.
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Governance

The adaptive management approach to regional delivery under the Natural
Heritage Trust and the National Action Plan for Salinity and Water Quality is
coupled with a governance structure that features:

J an Inter-Governmental Agreement between the Commonwealth and all
States and Territories for the National Action Plan for Salinity and
Water Quality;

. bilateral agreements with the states and territories;

J Joint Steering Committees made up of state/territory and Australian

Government representatives for each state and territory; and
. joint delivery by the Australian Government Departments.

Regional governance is maturing in most states where state auditor-general
processes and development of ‘good governance guides’ or governance review
processes are supporting improvement. These experiences will continue to be
used to promote good governance to all regions.

Outcomes achieved

Ideally, our monitoring, evaluation, reporting and improvement activities for
natural resource management investment programs should: manage program
implementation risk; identify the state and trend in condition of natural
resources; and assess the impact, effectiveness, efficiency and appropriateness
of our natural resource management investment.

Governance and project reporting in the first years of the regional delivery
model relied on careful recording of expenditure, inputs and outputs at all
levels of the investment programs. It has always been the view of both
Departments that this is not an effective model for long term measurement of
outcomes. At this point in the investment cycle for the natural resource
management programs, intermediate outcomes (people and practice change,
aggregate landscape or industry/community change and area of investment
change) are being realised. The Australian Government in partnership with
states/territories and regions is trialling a way of improving the reporting on
intermediate and other outcomes from natural resource management
investment. This will establish a more consistent way of identifying the
intermediate outcomes that have actually been achieved and determine our
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level of confidence that the longer term goals for improved natural resource
condition will be achieved.

Knowledge

Knowledge management is central to the complex delivery arrangements for a
program addressing two portfolio objectives and is being implemented in
partnership with states, territories and regions. The knowledge management
framework for the two programs includes a website, an internal joint Policy
and Procedures Manual and newsletters for the facilitators and coordinators
network. The Australian Government also supports forums enabling
knowledge sharing among regions, for example the annual national Chairs
forum held in conjunction with the Natural Resource Management Ministerial
Council meeting.

Recommendations and Responses

Recommendation No. 1
Paragraph 2.16

To strengthen the management of risks to program outcomes, the ANAO
recommends that the Departments of the Environment, Water, Heritage and
the Arts and Agriculture, Fisheries and Forestry give priority to documenting
and disseminating information regarding;

(a) the cost effectiveness of investments in achieving results; and

(b) lessons learned or insights into quantifiable benefits or unintended
consequences from NRM investments.

Response:
Agreed.

The Departments in partnership with state and territory institutions take
ongoing action to coordinate sharing of new knowledge about the effectiveness
of interventions in achieving results. Partners such as Land and Water
Australia have a significant role in this activity through their ‘Knowledge for
Regional Natural Resource Management Program’ which aims to facilitate
better links between regional natural resource management bodies and
knowledge providers, and to assist regional bodies to better manage their
information and knowledge.
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Additionally, the Departments in partnership with the states and territories
and regional natural resource management groups convene national forums of
key stakeholders (Regional natural resource management bodies Chairs
Forum, Regional natural resource management Chief Executive group,
Facilitators and Coordinators Forum, Regional natural resource management
bodies, Monitoring and Evaluation Managers etc) to ensure sharing of lessons
learnt in the regional delivery of the programs.

Despite these initiatives, the Departments acknowledge the ANAO’s
recommendations about the need for improvement in relation to the sharing of
insights and lessons learned. In response to this recommendation, the
Departments have recently reviewed the national Monitoring and Evaluation
Framework documents and they are now in a final draft stage for approval.
The revised ‘National Natural Resource Management Monitoring Evaluation
Reporting and Program Improvement Framework’ identifies a cycle of
learning and improvement through identification of expected and unexpected
outcomes from investment. The key elements of the revised Monitoring
Evaluation Reporting and Program Improvement framework include
monitoring for resource condition, monitoring for program performance and
knowledge and information management, including development of standards
and protocols.

Further consideration will be needed on the practicality of measuring the cost
benefit of environmental works under the program.

Recommendation No. 2

Paragraph 3.40

To provide greater transparency and efficiency in the management of funds for
regional investments, the ANAO recommends that the Departments of the
Environment, Water, Heritage and the Arts and Agriculture, Fisheries and
Forestry, in developing bilateral agreements for the Natural Heritage Trust
(NHT 3) or similar programs:

(a) clearly define the authority of the Joint Steering Committees over the
release of funds and the management of Single Holding Accounts; and

(b) streamline payments to regional bodies based on performance
requirements set out in the agreed investment strategies.

Response:
Agreed.
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Under the Natural Heritage Trust and the National Action Plan for Salinity
and Water Quality, most Joint Commonwealth-State/Territory Steering
Committees have clear authority over the release of funds and management of
the single holding accounts. Release of funds in most jurisdictions is based on
evidence of satisfactory program performance, such as through quarterly or six
monthly performance reports to the Joint Steering Committee. Those
jurisdictions without clear authority for the release of funds are working to
address this in any future natural resource management programs.

The Departments, with their state and regional colleagues, continually evaluate
and take action to improve the streamlining of payments and will continue to
do so in any future program delivery.

The Departments have supported a range of work on governance issues
relevant to regional delivery, including;:

J An Evaluation of Current Governance Arrangements to Support
Regional Investment under the NHT and NAP by Walter Turnbull. The
evaluation included a 101 point checklist of corporate governance
competencies for regional bodies. In 2006, the full toolkit was sent to
regional bodies as a guide to good practice corporate governance.

J A regional risk management toolkit was developed by Walter Turnbull
for Departmental staff to assess the risk of the regions. This is applied
annually by the relevant team.

. A project to identify pathways to good practice in natural resource
management governance is being undertaken by Charles Sturt
University and the University of Tasmania managed by Land and
Water Australia and will include corporate concepts of governance as
one of three governance aspects (ethical, rational and operational).

A further project has also been undertaken by Charles Sturt University
managed by Land and Water Australia with the aim of exploring and outlining
key attributes and standards of a best-practice business process improvement
model for quality assured regional natural resource management service
delivery.

The governance capacities of regional natural resource management groups
are building quickly in response to a range of measures to enhance their
understanding of the responsibilities for transparency and accountability
attached to public funding. The Australian Government considers good
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governance as essential in managing the risks associated with regional delivery
and will continue to invest in tools to assist improved governance
arrangements.

Recommendation No. 3
Paragraph 3.52

To address compliance with bilateral agreements, the ANAO recommends that
the Departments of the Environment, Water, Heritage and the Arts and
Agriculture, Fisheries and Forestry give greater priority to monitoring
compliance with agreements and encouraging State/Territories to:

a) provide audited financial statements (acquittals) to indicate that funds have
been spent for their intended purposes;

b) return unspent funds remaining in State/Territory single holding accounts
or offset these against future allocations; and

c) disclose interest earned and its use in accordance with the bilateral
agreements.

Response:
Agreed.

The Australian Government has a ‘bilateral agreement” with each of the states
and territories for regional delivery of natural resource management programs.
The states and territories have contractual arrangements with their regional
natural resource management groups to ensure provision of audited financial
statements, return or offset of unspent funds and to disclose interest earned.
The Australian Government through the Joint Steering Committee process
ensures that these issues are discussed regularly and that required actions are
complied with.

In states where regional natural resource management bodies are statutory
organisations, such as Tasmania, New South Wales, Victoria and South
Australia, the regional natural resource management bodies are required to
comply with the state governance arrangements which include the
recommended financial arrangements. In Queensland and Western Australia,
the regional natural resource management groups are not statutory bodies but
have similar financial requirements mandated through financial agreements.
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In all states and territories, regions are supported in achieving a suitable
standard of governance to appropriately manage Australian Government
funds. Some specific examples include:

o training general managers and board members of some regions on their
corporate governance responsibilities;

o Queensland’s ‘Business Improvement Review’ of regional NRM
group’s governance in 2005, with a second round of reviews currently
underway;

o the New South Wales Government tasked the Natural Resources

Commission with recommending state-wide standards and targets for
NRM, which regions will now incorporate; and

o the Western Australian Auditor-General reviewed their regional NRM
groups’ governance in 2007.

Most jurisdictions provide the Australian Government with an audited
financial statement of the single holding account within three months of the
end of each financial year. Targeted action to improve the receipt of acquittals
has been undertaken in recent years, resulting in significant improvements.

Management of unspent funds from regional groups and other project
proponents varies among jurisdictions, but the majority require unspent funds
to be returned to the single holding account for reallocation or offset against
future payments.

Where the single holding account is interest bearing, the reporting of interest
earned on single holding account funds varies between jurisdictions. In some
jurisdictions interest earned is reported as part of regular reconciliations of the
account to the Joint Steering Committee and is used to fund activities
consistent with program objectives. Any interest earned by regional NRM
groups and other proponents is reported in quarterly financial reports and can
be used by the region for the program it was earned from.

Where jurisdictions do not currently comply with this recommendation, action
will be taken by the Australian Government to address this in future natural
resource management delivery.

Recommendation No. 4

Paragraph 4.52
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To enable accurate reporting of progress against outcomes to be achieved in
the Natural Heritage Trust or similar programs, the ANAO recommends that
the Departments of the Environment, Water, Heritage and the Arts and
Agriculture, Fisheries and Forestry develop and implement a performance
measurement framework that includes:

(a) a finalised list of core performance indicators to measure actual results;

(b) clear and consistent business rules supporting the collection and collation
of performance data;

(c) dissemination of guidance to regional bodies regarding the validation of
natural resource management output data; and

(d) meaningful intermediate outcomes that may be used to demonstrate the
cost effectiveness of natural resource management actions, the conservation of
major national assets and behavioural change achieved through the programs

Response:
Agreed.

The Departments consider they have made considerable advances in reporting
progress given the difficulties associated with the long lead times for national
outcomes, acknowledged by the ANAO. However, Departments recognise
there is a need to better demonstrate appropriateness, impacts and
effectiveness of investments by all investors and to ensure continuous program
improvement through reporting on the assessment of evidence derived from
Monitoring, Evaluation, Reporting and Program Improvement activities. This
need is at all levels — regional, state and territory and national.

Monitoring arrangements to measure ‘state of” and ‘trend in” natural assets are
being developed to support investment prioritisation as well as assessment of
impacts of natural resource management investments. However, at this stage
the intensity of resource condition monitoring will most likely not allow
assessment of natural resource management investment impacts except for
particularly well defined assets given the spatial and temporal scale issues.
Program performance information (input, output and activity data) is being
collected and aggregated from regional to national level and there are
collection/aggregation efficiencies and quality deficiencies in the current
program performance data arrangements.

The Australian Government, state/territory and regional Monitoring
Evaluation Reporting and Program Improvement coordinators have
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recognised the need to develop a monitoring, evaluative and reporting
strategy that encompasses a range of measures including using data and
information collected under existing arrangements; the collection of
intermediate outcomes data (both qualitative and quantitative); reporting by
outcomes by asset utilising multiple lines of tested evidence for all outcome
areas; and establishing consistent outcome based reporting methods and
intermediate outcome assessment approaches for use at regional level.

Performance indicators — The task of developing suitable resource condition
and trend indicators was given to the National Land and Water Resource
Audit in May 2005. To date, 61 indicators have been identified in participation
with expert groups from states and territories. These indicators are being
tested and refined in a nationally agreed process.

Additionally, ‘intermediate outcome’ indicator categories have been identified
in the national Monitoring Evaluation Reporting and Program Improvement
framework documents and the state of Victoria in partnership with the
Australian Government, has set in place a process to develop agreed
‘intermediate outcome’ performance indicators across regions that
complement the existing and revised national monitoring and evaluation
frame work. Other states are following this development.

Clear and consistent business rules supporting the collection and collation of
performance data — The performance data (output/input and activities)
requested from national, state/territory and regional partners has been
reviewed and a separation of governance and monitoring/evaluation data
made and agreed. The reliance on ‘output’ data at the national level for
program performance reporting has been reduced whilst still supporting
output data collection at regional level, in particular, for ensuring compliance
with contractual and audit arrangements (governance). A national trial is
underway to establish the methods and standards for reporting by outcomes,
‘Performance Story Reporting’.

Dissemination of guidance to regional bodies regarding the validation of
natural resource management output data — The Australian Government hosts
a (now biannual) national Monitoring and Evaluation Forum comprised of
state/territory representatives and regional monitoring and evaluation
coordinators that shares processes and measures for collection and use of
performance data. However, this and other forums need to more proactively
progress the standardisation of ways to validate output data. Improved
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validation of output data serves both governance and evaluation of program
performance needs.

Meaningful intermediate outcomes that may be used to demonstrate the cost
effectiveness of natural resource management actions, the conservation of
major national assets and behavioural change achieved through the programs
— The “Building Better Data’ project will significantly improve the evaluation of
program performance by outcomes. The major component of the Building
Better Data project is to ‘prove up” an outcomes based evaluative approach to
intermediate outcomes (Performance Story Reporting) that suits regional, state
and national needs and builds confidence about longer term outcomes.

The National Natural Resource Management Monitoring and Evaluation
Framework documents have recently been revised to increase focus on
intermediate outcome evaluation, promote use of clear program logic in
investment design and identify the need to report by outcomes on natural
resource management investment.

The Australian Government is building capacity in regions, states and
territories and national investors to take a standardised approach to building
outcome based reports on natural resource management investments at the
regional level that utilise intermediate outcome information. The Australian
Government is also testing the development of outcome based reports
(Performance Story Reports) in all states and territories. The first trial
‘outcomes’ based report for a major investment across two regions in northern
Tasmania is now available.

What is a Performance Story Report?

Performance Story Reports provide a statement of progress towards a natural
resource management goal and/or target, supported by evidence at each level
of outcome provided for in the program logic.

A ‘performance story report’ summarises a ‘slice’ of a natural resource
management project, program or strategy/plan, usually based on a major
theme e.g.: water quality or a ‘longer term outcome for an asset’. As well as
explaining what a program has achieved, a performance report/story also
describes the causal links that show how the achievements were accomplished.

Performance story reports are structured around some form of outcome
hierarchy, for example, a program logic model. They are supported by
qualitative and quantitative data.
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Audit Report No.12 2007-08
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Current Better Practice Guides

The following Better Practice Guides are available on the Australian National Audit

Office Website.

Public Sector Internal Audit

An Investment in Assurance and Business Improvement
Fairness and Transparency in Purchasing Decisions

Probity in Australian Government Procurement
Administering Regulation
Developing and Managing Contracts

Getting the Right Outcome, Paying the Right Price
Implementation of Programme and Policy Initiatives:

Making implementation matter
Legal Services Arrangements in Australian Government Agencies
Preparation of Financial Statements by Public Sector Entities
Administration of Fringe Benefits Tax

User—Friendly Forms
Key Principles and Practices to Effectively Design
and Communicate Australian Government Forms

Public Sector Audit Committees

Fraud Control in Australian Government Agencies
Security and Control Update for SAP R/3

Better Practice in Annual Performance Reporting

Management of Scientific Research and Development
Projects in Commonwealth Agencies

Public Sector Governance
Goods and Services Tax (GST) Administration
Managing Parliamentary Workflow

Building Capability—A framework for managing
learning and development in the APS

Internal Budgeting

Administration of Grants

Sept 2007

Aug 2007
Mar 2007

Feb 2007

Oct 2006
Aug 2006
Apr 2006
Feb 2006

Jan 2006

Feb 2005
Aug 2004
June 2004
Apr 2004

Dec 2003
July 2003
May 2003
Apr 2003

Apr 2003
Feb 2003
May 2002
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Performance Information in Portfolio Budget Statements

Some Better Practice Principles for Developing
Policy Advice

Rehabilitation: Managing Return to Work

Business Continuity Management

Building a Better Financial Management Framework
Building Better Financial Management Support
Commonwealth Agency Energy Management
Security and Control for SAP R/3

Controlling Performance and Outcomes

Protective Security Principles
(in Audit Report No.21 1997-98)
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Nov 2001
June 2001
Jan 2000
Nov 1999
Nov 1999
June 1999
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