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Glossary

AIMS Council

AIMS
Management
Group

AIMS Research
Plan

AIMS strategic
directions

Co-investment
entities

Co-investment
partners
Co-investment

projects

Commonwealth
Statutory
Authority

Milestone

Under the AIMS Act, the Council of AIMS comprises of
a part-time chair, CEO and five part-time members. It is
responsible for the overall performance of AIMS.

A group including the CEO, General Manager, CFO and
Research Director, who oversee the day to day
management of AIMS.

A research program to assist AIMS to achieve its
strategic science objectives.

Three broad directions in which AIMS directs its
research efforts, designed to ensure that AIMS research
efforts are meeting the challenges facing Australia’s
marine ecosystems and AIMS stakeholders.

Groups of research providers and users that have their
own governance structures that design, manage and
evaluate a portfolio of research tasks.

Organisations which contribute finances and resources
with AIMS in order to deliver scientific research.

Research projects where the costs are shared between
AIMS and its co-investment partners to deliver scientific
research.

A body created by legislation that is a separate legal
entity from the Commonwealth and which has the
power to hold money on its own account.

A scheduling event that signifies the completion of a
major task or a set of related tasks.
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National research Areas of social, economic and environmental importance

priorities

Post project review

Project objectives

Project plan

Project risk

Project support
areas

Stakeholder

Strategic science
team

to Australia, where a whole-of-government focus has the
potential to improve research and broader policy
outcomes. The priorities are broadly based, thematic and
multi-disciplinary in nature.

A review which confirms whether or not projects have
met the expectations of partners and stakeholders.

A concise statement of what a project aims to achieve.

Summary of a project’s scope, schedule and budget
against which project progress can be measured.

A combination of the likelihood of an adverse event
occurring and the consequence that such an event may
have on a project.

AIMS groups or directorates which provide support to
staff on commercial, procurement, IP, management and
reporting issues.

End-users or client groups (including the community)
from whom requirements are drawn, that influence the
design and, ultimately, who will reap the benefits of new
knowledge about marine ecosystems.

A group of AIMS scientific and non-scientific staff that
consult with its partners and stakeholders and make
recommendations to the Management Group about
future AIMS research.
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Summary

Introduction

1. Australia’s marine assets are a source of national wealth, supporting
key industries such as marine tourism, offshore oil and gas, aquaculture and
fisheries. Australia’s marine industries contributed around $38 billion to the
Australian economy in 200607, a 42 per cent increase over the last five years.
One of our most highly valued marine assets, the Great Barrier Reef,
contributed over $5.4 billion. It has been estimated that Australia’s marine
industries employ over one million persons, earn almost $20 billion in exports
each year and contribute $6 billion in taxes.!

Australian Institute of Marine Science

2. The Australian Institute of Marine Science (AIMS) was established in
1972 under the Australian Institute of Marine Science Act 1972 in recognition of
the importance of marine assets, especially the Great Barrier Reef, to Australia.
AIMS mission is to conduct innovative research that advances understanding
of our oceans and coastal ecosystems, facilitates good stewardship of marine
resources and supports sustainable wealth creation opportunities from marine
resources.?

3. AIMS research function is divided into five research teams. The total
number of scientific and support staff employed by AIMS at 30 June 2008 was
180.

4. The Australian Government has committed to provide $110.6m in
appropriation funding over the four year period 2007 to 2011. The AIMS
research plan covers the same period.

5. The objective of AIMS research plan is to establish a research program
to assist it achieve its strategic science objectives. AIMS sets its research
priorities by analysing government, industry, community and science needs to
identify where it can make the greatest difference.

Australian  Institute of Marine Science, Strategic Directions, p. 5, available from
<www.aims.gov.au/pages/strategic-directions.html> [accessed 7 February 2008].

Australian Institute of Marine Science, Annual Report 2006-07, 17 September 2007, p. 3, available from
<www.aims.gov.au/publications> [accessed 10 December 2008].
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6. AIMS research projects are divided into two categories, ‘appropriation
funded projects” and ‘co-investment projects.” The majority of AIMS projects
are co-investment projects.

Co-investment research projects

7. Co-investment projects involve research where the costs are shared
between AIMS and its co-investment partners in order to deliver scientific
findings. Co-investment projects, together with their collaborative networks,
have the potential to provide a greater impact due to the greater resources
applied when AIMS works with partners. AIMS considers that co-investment
provides the opportunity to access a broader base of scientific knowledge, and
to conduct more scientific research than could be done on its own. In addition,
co-investment generates additional revenue which assists AIMS to pursue
further research.

8. At the time of the audit, AIMS had 67 contracts with external parties
covering 96 separate co-investment projects. AIMS expects to receive more
than $20 million in revenue from its co-investment partners in 2008-09 to
supplement its $27.6 million in appropriation funding. AIMS objective over the
forward estimates period is to maintain co-investment revenue at around 25 to
30 per cent of its budget.

Audit objective and scope

9. The objective of the audit was to assess the effectiveness of AIMS
administration of its co-investment research program. The audit reviewed
AIMS:

J policies and guidelines for the approval of its research;

. project management systems and structures; and

J reporting against its research objectives.

10. The audit assessed AIMS approval, management and reporting of its

co-investment research program, and supporting administrative, financial and
information systems. The audit examined a sample of 35 co-investment
research projects. The audit did not assess the quality of scientific analysis or
outcomes. However, it addressed AIMS assessment of its research task
outcomes.
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Summary

Overall conclusion

11. Since its establishment in 1972, AIMS research has contributed to
maintaining healthy oceans, environmental protection and sustainable marine
industries. AIMS contributions in these areas are influenced by its ability to
leverage the Commonwealth’s investment in order to achieve enhanced
research outcomes in the national interest.

12. AIMS leverage of government investment is underpinned by AIMS
collaborative research strategy, which includes co-investment relationships to
enhance scientific outcomes. Currently, co-investment research projects
represent more than 70 per cent of its projects, with the remaining projects
funded solely through appropriation funding. Co-investment assists AIMS to
enhance its capacity to address complex marine science questions by building
relationships with organisations which have complementary capabilities.

13. Overall, the ANAO concluded that AIMS administration of its
co-investment research program is effective. AIMS utilises a range of sound
project management techniques to manage its co-investment research projects.
This includes the implementation of project approval processes, project plans,
financial controls and clear monitoring and reporting arrangements. However,
there are areas for improvement. These include more clearly documenting the
reasons for project approval, and project risk assessments.

14. In its administration of its co-investment research program, AIMS has
developed a range of project management policies and guidelines. However,
existing policy and guidance does not set out expectations regarding the
ongoing management and reporting of projects. AIMS reduces the risk
associated with not having documented guidelines by using templates for
many of these processes which assists it to apply a consistent approach to these
functions.

15. The basis for the approval of projects below $500 000 in value was not
readily apparent because approval documentation did not summarise the
benefits in terms of scientific impact, partner and stakeholder needs and value
for money. Clearer documentation of the reasons for project approval would
aid transparency and accountability.

16. Project approval documentation for research projects above $500 000 in
value provides reasonable assurance that projects which represent the best
value are being approved. Generally, project risk assessments are conducted
for these projects, but are not clearly documented nor updated to assist in the
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ongoing management of risks. Periodic reviews of project risks would better
inform AIMS regular monitoring and review of projects by ensuring
performance measures remained relevant.

17. Internal financial processes and controls are sound and payments made
and revenue collected are in accordance with relevant legislation. Project
performance is reported regularly, both internally to AIMS Management
Group and Council, and externally to its partners, stakeholders, Government
and Parliament. In addition, AIMS commissioning of external reviews which
applied a consistent international methodology for scientific review, provided
it with a sound basis to ascertain its performance against scientific research
standards.

Key findings by chapter

Support for project management (Chapter 2)

18. AIMS has project management policies and guidelines on some aspects
of its co-investment projects. Incorporating template guidelines into its existing
project policy and guidance on the approval, management and reporting of
projects, and maintaining a single reference point where this documentation
could be more easily accessed would provide staff with additional practical
assistance to manage research projects.

19. Two centralised project support areas assist project managers by
providing support on commercial, procurement, intellectual property,
management and reporting issues. AIMS does not have a specialised project
management information system, although it has two systems that support the
management of its projects. One system reports each project’s finances, while
the other tracks project milestones and reports project status. These systems
help AIMS to track and assess its projects” progress in a consistent manner.

The approval of AIMS co-investment research projects (Chapter 3)

20. AIMS develops its strategic directions in close consultation with its
partners and stakeholders. It has a Strategic Science Team to facilitate this
consultation and make recommendations to the Management Group about
future research. AIMS is represented on the management boards of four
co-investment entities, which provides it with the opportunity to identity and
consider its partners’ and stakeholders” needs before approving co-investment
projects. The Council documented the benefits to research users before
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Summary

approving projects, however the benefits to research users were not as clearly
documented for projects under $500 000 which are approved by the CEO.

21. The selection of projects examined included the following aspects in
their approval documentation:

J measurable objectives which are agreed with partners and stakeholders
and have a schedule for completion;

. project objectives which are linked to key result areas and strategic
directions;
J a summary of the likely financial and resource impacts of research

proposals; and

J assessments regarding the value and benefits of research to AIMS for
projects over $500 000 in value.

22 For projects that were approved by the Chair or the Council, AIMS
clearly and succinctly summarised its reasons for approving research
proposals against pre-determined criteria. However, its reasons for approving
research proposals under $500 000, which are approved by the CEO, were not
as clear. AIMS would benefit from assessing projects approved by the CEO
against the same criteria used by the Council to improve the transparency of
the reasons for approving projects, and to provide greater assurance that
projects which are likely to provide the greatest value are approved.

The management of AIMS co-investment research projects
(Chapter 4)

23. AIMS had project plans for each of the co-investment projects
examined. Project plans included task objectives or activities which described
the major project deliverables. AIMS included project budgets in its plans
which included its financial contributions and those of its co-investment
partners. This assists AIMS in monitoring each project’s progress against
expectations.

24. AIMS has a risk management plan which sets out its key objectives and
principles regarding the management of risk. Key risk areas have been
identified in a risk register, which highlights the risk associated with
maintaining and expanding its co-investment revenue as significant. Risk
management guidelines are also included in its Budget Manual which requires
project risks to be documented and the action taken to minimise them.
However, except for one large project, AIMS had not documented its own risk
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assessment for the projects examined, although, it did participate in the
development of two documented risk assessments as part of its involvement in
projects with co-investment entities. In addition, AIMS advised that
discussions on risk took place for all its projects requiring Chair or Council
approval. There would be benefits for AIMS if it documented project risk
assessment for its co-investment projects where the scale, length, cost and/or
complexity of projects warranted.

25. The projects in the audit sample each had a contract that included the
responsibilities of AIMS and its partners. AIMS use standard form contracts to
determine the terms and conditions of its relationships with its co-investment
partners, and include its procedures for processing contract variations in its
contracts. Of the projects examined, four projects were subject to a contract
variation and each variation was made in accordance with the procedures
outlined in contracts.

26. AIMS internal financial policy, processes and controls supporting the
projects examined were sound, and there was adequate segregation of duties
with regard to raising invoices and receipting monies. Payments made,
revenue collected and costs recovered were in accordance with AIMS
legislation, the CAC Act and AIMS procedures.

27. AIMS monitored and reviewed the progress of each project in the audit
sample using its On-line Milestone Reporting System. AIMS also reports on the
scientific activity in each of its research teams to the Management Group. In
addition, it reports project activities against each of its key result areas and
variances between project milestones and achievement to the Management
Group and the Council.

28. AIMS and its partners’ reporting requirements are outlined in project
contracts. The form, level, detail and frequency of the reporting differs
depending on the partner involved in each project. This reporting provided
AIMS and its partners with a description of the status of each project and any
issues impacting on project progress.

The reporting of AIMS co-investment research projects (Chapter 5)

29. AIMS and its co-investment partners report project progress and
performance to each other on a regular basis. The terms of this reporting are in
contracts. In addition, the review of seven completed projects in the audit
sample revealed that AIMS provides its final project reports to its
co-investment partners, and this includes information on its performance
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Summary

against project objectives. Also, at the end of its 2003-06 funding agreement a
lapsing program review was conducted which assessed the appropriateness,
efficiency and effectiveness of its marine science. The ANAO considers that
AIMS had sound mechanisms to report its research performance to its
partners, stakeholders and Parliament.

30. At each project’s completion, AIMS produces and distributes a final
report to its Management Group, partners and stakeholders. The final project
report includes information on each project’s performance and outcomes. This
allows AIMS to draw conclusions about the effectiveness of each project and
whether projects met the expectations of its partners and stakeholders.

3L AIMS does not have a post project review policy which requires it to
review each of its co-investment projects, although it does evaluate its research
teams’ performance. AIMS evaluation of research team performance includes
an assessment of each project’s performance. This helps AIMS to measure the
effectiveness, outcomes and benefits of its projects and is an appropriate
approach.

32. AIMS external expert reviews used a consistent international
methodology for scientific review which provided it with a sound basis to
ascertain its performance against scientific research standards. In addition to
the expert reviews AIMS commissioned an assessment of the economic impact
of its research. While acknowledging some limitations in quantifying economic
benefits, the report demonstrated an economic impact.

Summary of AIMS response

33. AIMS provided the following response summary. The full text of the
response is at Appendix 1.

AIMS welcomes the ANAO performance audit and acknowledges the
ANAO's overall conclusion that the AIMS administration of its co-investment
research program is effective. AIMS accepts the two ANAO recommendations.
AIMS strives to ensure a culture of continuous improvement and this report
provides useful input to the improvement of the management systems that
support AIMS research. The audit identified specific improvement
opportunities, all of which can be implemented over the next twelve months.
Some have already commenced and action plans, with clear implementation
timelines, are currently being developed for the others.

Over the last 10 years AIMS has undergone considerable change and more
recently significant growth of its external sourced research funding. A direct
result of these changes has been a significant increase in project complexity.
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Aspects such as financial structures, collaboration partnerships, intellectual
property ownership and others have all increased in complexity. Furthermore
as AIMS leverages its government appropriation funding to increasing levels,
it is important that it makes appropriate collaboration decisions to maximise
the impact of its research. AIMS has been making significant changes to its
systems and processes to keep them aligned with the changing needs of the
organisation, however it does recognise that not all have kept pace. In some
areas less formal processes may have historically been appropriate but now
require a more formal and documented approach. Furthermore the complexity
of the current operating environment does necessitate improved decision
making risk management practices and AIMS will be adopting these as a
matter of priority.

AIMS thank the ANAO for undertaking the audit which was completed in an
inclusive and professional manner. The lessons learnt from the audit will
greatly assist AIMS as it responds to the challenge of meeting its stakeholder’s
needs and achieving its mission to generate and transfer the knowledge to
support the sustainable use and protection of the marine environment through
innovative, world-class scientific and technological research.

ANAO Audit Report No.15 2008-09
The Australian Institute of Marine Science’s Management of its Co-Investment Research Program

20



Summary

Recommendations

Recommendation  The ANAO recommends that, in order to improve the

No. 1 transparency of its reasons for approving projects, and to

Para 3.33 provide assurance that it is approving projects which are
likely to provide the greatest value, AIMS assess projects
approved by the CEO against the same criteria used by
the Council.

AIMS response: Agreed.

Recommendation The ANAO recommends that, in order to effectively

No. 2 identify, assess, monitor and review project risks, AIMS

Para 4.16 document risk assessments where the scale, length, cost
and/or complexity of co-investment projects warrants.

AIMS response: Agreed.
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Audit Findings
and Conclusions
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1. Background and Context

This chapter includes background information on the Australian Institute of Marine
Science, its co-investment research model and the audit approach, including the
objective, criteria and scope.

Australian marine assets

1.1 Australia’s marine assets are a source of national wealth, supporting
key industries such as marine tourism, offshore oil and gas, aquaculture and
fisheries. Some of Australia’s most important marine assets include the Great
Barrier, Ningaloo, Scott and Seringapatam Reefs. Australia’s marine industries
contributed around $38 billion to the Australian economy in 2006-07, a
42 per cent increase over the last five years. One of our most highly valued
marine assets, the Great Barrier Reef, contributed over $5.4 billion. It has been
estimated that Australia’s marine industries employ over one million persons,
earn almost $20 billion in exports each year and contribute $6 billion in taxes.?

1.2 On 9 April 2008,* Australia’s offshore resource potential and ability to
preserve the marine environment on the seabed was boosted by the United
Nations Commission on the Limits of the Continental Shelf which confirmed
Australia’s jurisdiction over an additional 2.5 million square kilometres of
seabed. Because marine research is designed to support protection and
sustainable use of these marine resources this expansion has the potential to
influence AIMS research program. Figure 1.1 shows the seabed in light grey
surrounding the Australian continent over which Australia previously
presided. Australia’s new areas of jurisdiction are shaded in dark grey.

Australian  Institute of Marine Science, Strategic Directions, p. 5, available from
<www.aims.gov.au/pages/strategic-directions.html> [accessed 7 February 2008].

See <http://www.un.org/Depts/los/clcs _new/submissions_files/submission_aus.htm> [accessed 8
December 2008].
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Figure 1.1

Australia’s jurisdiction of seabed
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Australian Institute of Marine Science
1.3 In recognition of the importance of Australia’s marine assets, the

Australian Institute of Marine Science (AIMS) was established in 1972 under
the Australian Institute of Marine Science Act 1972. AIMS mission is to conduct
innovative research that advances understanding of our oceans and coastal
ecosystems, facilitates good stewardship of marine resources and supports
sustainable wealth creation opportunities from marine resources.> AIMS is an
Australian Government statutory authority within the Innovation, Industry,
Science and Research portfolio.

Organisational arrangements

1.4 The total number of scientific and support staff employed by AIMS at
30 June 2008 was 180.¢ AIMS is governed by the AIMS Council which reports

®  Australian Institute of Marine Science, Annual Report 2006—07, 17 September 2007, p. 3, available from

<www.aims.gov.au/publications> [accessed 10 December 2008].

Australian Institute of Marine Science, Annual Report 2007-08, 22 September 2008, p. 4, available from
<www.aims.gov.au/publications> [accessed 10 December 2008].
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to the Minister for Innovation, Industry, Science and Research. The Council is
responsible for the overall performance of AIMS, including financial control
and strategic direction, providing advice and direction to management, and
monitoring performance. The Council comprises a part-time Chair, AIMS
Chief Executive Officer (CEO) and five part-time members. The day to day
management of AIMS is the responsibility of the CEO, who is assisted by a
Management Group, comprising the General Manager, Chief Finance Officer
(CFO) and the Research Director. AIMS organisational structure at
30 June 2008 is set out in Figure 1.2.

Figure 1.2

AIMS organisational structure
AIMS Council
|
CEO

Government Business

: o AIMS Strategic Science Team
Science Communication

Management Group

General Manager Chief Finance Officer Research Director

- Research Service Groups
- Corporate Services
- Commercial Services Group

Research Directorate Research Teams

Source: AIMS.

Funding

1.5 In 2007, the Australian Government changed from a three-year to a
four-year funding cycle and budgeted to provide AIMS $110.6 million in
appropriation funding over a four year period from 2007 to 2011. AIMS has
budgeted for a three per cent increase in external earnings over the same
period. Table 1.1 shows AIMS budgeted government appropriations over the
period of its funding agreement. It also includes its co-investment and other
revenue for 2007-08, in addition to estimates for out years.
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Table 1.1

AIMS budgeted revenue from 2007-2011

Income 2007-2008 (a) 2008-2009 2009-2010 2010-2011
$°000 $°000 $°000 $°000
Government 26.6 27.6 27.9 28.5
Co-investment 13.3 20.1 18.4 14.3
Other 5.7 1.2 1.2 1.1
Total 45.6 48.9 47.5 43.9

Source: Innovation, Industry, Science and Research, Portfolio Budget Statements 2008—09 and Australian
Institute of Marine Science, Annual Report 2007-08.

Note: (a) The 2007-08 figures represent actual revenue.

1.6 The Cooperative Research Centres (CRC) Program was established in
1990 to strengthen collaborative research links between industry, research
organisations, educational institutions and relevant government agencies. At
various stages AIMS has utilised CRCs as a source of funding and a vehicle to
increase collaboration. On 22 January 2008, the Minister for Innovation,
Industry, Science and Research announced a review of the CRC Program as
part of a wider review of Australia’s national innovation system. The review
recommended that the CRC program continue, but be refocused and modified
with the emphasis more on the benefits for the users of research rather than
commercialisation. The review also included a further recommendation for a
selection round at least once a year to address urgent public good issues. On
22 September 2008, the Government’s innovation review also supported the
earlier recommendations. This has the potential to increase AIMS access to
funding.

Research plan

1.7 AIMS current research plan covers the period 2007-2011 and was
developed after a review of AIMS research portfolio in consultation with its
partners and stakeholders.” The development of the plan included external
peer reviews of the quality and impact of AIMS past research and a review of
strategic directions based upon advice and comments from the users of its
research.?

Stakeholders are the end-users or client groups (including the community) from whom requirements are
drawn, that influence the design and, ultimately, who will reap the benefits of new knowledge about
marine ecosystems.

Australian Institute of Marine Science, Research Plan 2007-2011, p. 3, available from
<www.aims.gov.au> [accessed 10 December 2008].
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1.8 The objective of AIMS research plan is to establish a research program
to assist it achieve its strategic science objectives. AIMS sets its research
priorities by analysing government, industry, community and science needs to
identify where it can make the greatest difference.

1.9 AIMS research function is divided into five research teams. The
research teams conduct research under AIMS 12 Key Result Areas (KRAs),
which are aligned to its three strategic directions of:

. understanding marine tropical ecosystems and processes;

J understanding the effects of global environmental changes upon
tropical marine systems; and

J supporting the sustainable development of tropical marine based
industries.

1.10  An illustration of the relationships between research teams, KRAs and
strategic directions is included at Appendix 2.

Research relationships

1.11  AIMS research involves it establishing relationships with universities,
industries, government, communities and international organisations. This
assists AIMS to deliver more research than it could achieve on its own. An
important element of AIMS research relationships is its co-investment research
strategy. Figure 1.3 details AIMS collaborative research model which consists
of networks and co-investment relationships to enhance science outcomes.
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Figure 1.3
AIMS collaborative research model
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Source: AIMS Strategic Directions.

Co-investment research

112  AIMS research projects are divided into two categories, ‘appropriation
funded projects” and ‘co-investment projects’. The majority of AIMS projects
are co-investment projects, where the costs are shared between AIMS and its
co-investment partners. Currently, co-investment projects represent more than
70 per cent of AIMS research projects and, together with its collaborative
networks, have the potential to provide a greater impact due to the greater
resources applied when AIMS works with partners. Co-investment projects
can also represent a greater risk to AIMS reputation due to their wider external
exposure.

Examples of co-investment projects

1.13 AIMS was a partner in an industry led consortium supported by the
Fisheries Research and Development Corporation to selectively breed and rear
a new generation of domesticated tiger prawns. The prawns are now grown by
industry partners on a commercial basis, and the project has been recognised
by industry as adding significant value to Queensland’s aquaculture.®

®  Australian Institute of Marine Science, Annual Report 2006—2007, p. 39.
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1.14 Consistent with AIMS increased focus on climate change research, a
study is being conducted with partners on the effect of higher water
temperatures and coral disease. The study continues, with results to date
including the development of models to more accurately forecast risk and
resilience to higher water temperatures in coral communities under threat.

Benefits and funding for co-investment
1.15 The benefits to AIMS from co-investment include:
. increased revenue;

. increased capacity for scientific research by partnering with
organisations which have complementary capabilities; and

J the opportunity to tap into a broader base of scientific knowledge.

1.16  AIMS co-investment research focus forms the basis of a strategy to
increase its science capability and growth. AIMS strategy involves moving
from small appropriation funded and co-investment research projects to much
larger and more complex co-investment projects that are more likely to add
value in terms of science quality and impact. Figure 1.4 shows the sources of
AIMS co-investment revenue from 2003-04 to 2007-08.

% ibid., p. 40.
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Figure 1.4

Sources of co-investment revenue 2003-04 to 2007-08
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B International governments B Australian industry
@ International industry

Source: AIMS Annual Report 2007-08.

117  Currently AIMS has 67 contracts with external parties covering 96
separate co-investment projects.!! AIMS objective is to limit its external
earnings from co-investment to around 25 to 30 per cent of its budget. Figure
1.5 shows AIMS co-investment revenue as a proportion of its budget from
2004-05 to 2008-09. From 2004-05 to 2007-08, AIMS co-investment revenue
was either lower or within its 25 to 30 per cent limit.

1.18 AIMS expects to receive more than $20 million in revenue from its
co-investment partners in 2008-09 which will represent 41 per cent of its
budget. This will be mainly due to a series of large commercial contracts.
However, AIMS expects its rate of co-investment to return to its 25 to 30 per
cent limit in the future as commercial contracts are completed. AIMS external
funding business model is outlined at Appendix 3.

" Single contracts may cover multiple projects.
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Figure 1.5
AIMS budget and co-investment revenue 2004-05 to 2008—-09
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Source: AIMS 2004-05 to 2007-08 Annual Reports and the Innovation, Industry, Science and Research
Portfolio Budget Statements 2008-09.

Previous ANAO publications

119 ANAO conducted an audit of external funds generation in AIMS in
1991-92.72 The audit concluded that AIMS did not have a systematic,
coordinated and concerted effort to obtain external funds and was not
prepared for the increased commercial emphasis on its work. ANAO made 15
recommendations which focused on the development of policies, strategies,
plans and procedures to support external funds generation.

1.20 In addition to the AIMS audit in 1991-92, the ANAO has conducted
other performance audits into research management which have relevance for
this audit. These included:

. An audit of research project management in CSIRO in 2001-02.%% The
audit noted that CSIRO had an international reputation for scientific
excellence, with external reviews indicating it delivered results for the

2 ANAO Audit Report No.48 1991-92, The Australian Institute of Marine Science External Funds
Generation. ANAO reports from 1997-98 are available from <www.anao.gov.au>.

' ANAO Audit Report No.51 2001-02, Research Project Management.
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community. However, the audit also found that further strengthening
of several aspects of project management arrangements was required in
order to provide assurance that research projects were conducted in a
cost-effective manner.

. A follow-up audit in 2004-05 found that CSIRO’s management of
research projects had improved. However, full implementation of some
recommendations was hampered by shortcomings in the quality of its
management information.

J An audit of the management of research grants in the Australian
Research Council (ARC) in 2005-06, concluded that ARC was meeting
the requirements of the ARC Act in administering grants for basic and
applied research.!* However, shortcomings in ARC’s administrative
processes meant that ARC was not in a position to determine and
inform government about whether all grants met their objectives, that
funds were used as intended, and that ARC goals were being fully
met. !>

1.21 In addition to the above audit reports, in December 2003 the ANAO
released a Better Practice Guide on the Management of Scientific Research and
Development Projects in Commonwealth Agencies to provide practical assistance to
senior managers in establishing processes and structures to support
management of scientific research and development projects.!®

1.22 The above reports and better practice guide were considered in

developing the objective and criteria for this performance audit.

Audit approach

Audit objective and criteria

1.23 The audit objective was to assess the effectiveness of AIMS
administration of its co-investment research program. The audit reviewed
AIMS:

" ANAO Audit Report No.38 2005-06, The Australian Research Council’s Management of Research
Grants.

AIMS does not receive grants directly from ARC, although, it is a co-investment partner with many
organisations (mostly universities) that receive ARC grants.

ANAO Better Practice Guide - Management of Scientific Research and Development Projects in
Commonwealth Agencies, December 2003, Canberra, p. 5. All ANAO Better Practice Guides are
available from <www.anao.gov.au> [accessed 10 December 2008].
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policies and guidelines for the approval of its research;
project management systems and structures; and

reporting against its research objectives.

Audit scope

1.24

The audit assessed AIMS approval, management and reporting of its

co-investment research program, and supporting administrative, financial and

information systems. The audit did not assess the quality of scientific analysis
or outcomes,'” however, it addressed AIMS assessment of its research
outcomes.

Audit methodology

1.25

1.26

The audit methodology comprised:

examining policy documents, guidelines, procedures, operational
documents and reports;

interviews with senior administrative and divisional staff and project
managers;

interviews with AIMS key partner and stakeholder groups;
reviewing files, records and publications; and

evaluating AIMS financial management and internal control of its
co-investment research program.

The audit examined a sample of 35 co-investment research projects. The

sample was designed to cover:

projects of medium to high monetary value;

projects which included collaborations with ~AIMS major
co-investment partners;

a representation of projects from AIMS research teams; and

28 open (continuing) and seven recently closed (finalised) projects.

7

While ANAO did not assess the quality of scientific analysis or outcomes, the results of external expert

reviews which assessed these elements are reported.
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1.27 The audit was conducted in accordance with the ANAQO’s Auditing
Standards at a cost of approximately $283 174.

Report structure

1.28  The audit findings are reported in the following chapters, as illustrated

in Figure 1.6.
Figure 1.6

Structure of the remainder of the report
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2. Support for Project Management

This chapter assesses the systems and structures which support the management of
AIMS co-investment projects.

Introduction

21 AIMS co-investment projects involve collaborations with a wide range
of public and private sector research providers and users. AIMS co-investment
projects range in value from less than $20 000 to over $1 million, may be
completed in a few months or take several years, and can have short and long
term objectives.

2.2 Project success is more likely if there are clearly articulated
organisational policies, guidelines and standards, project teams are supported
by sound project management tools and staff have appropriate skills to
manage projects.’® The ANAO examined whether AIMS has:

. documented project management policy and guidance, including
templates and checklists;

. support mechanisms to assist project managers to manage their
projects; and

J training and development programs for staff to develop project
management skills.

Project policy and guidelines

2.3 AIMS has developed project management policies and guidelines
relating to the approval of its projects in foreign locations, which account for a
small portion of its projects, and the financial management of its co-investment
projects. AIMS also has guidance on aspects of contracting and project risk
assessment. These policies and guidelines are included in a Management
Group paper and the AIMS Budget Manual.

Policy on research in foreign locations

2.4 AIMS has overarching objectives and guiding principles for assessing
the approval of its projects in foreign locations.” Objectives for undertaking

" ANAO, Management of Scientific Research and Development Projects in Commonwealth Agencies, p. 5.

" Foreign locations refers to research conducted outside Australia and its territories.
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projects include raising AIMS international profile, cementing its role as a key
information provider about tropical marine systems, and strengthening its
funding opportunities. Guiding principles outline the criteria which projects
should meet in the majority of circumstances before projects are approved.
AIMS guidance is consolidated into a ‘decision tree” for approving research
proposals in foreign locations. The ‘decision tree’ includes such factors as
possible science quality and capability, financial arrangements, strategic
positioning and project risks. The ‘decision tree” provides AIMS management
with a sound checklist of the issues to consider before approving research
proposals in foreign locations.

Financial management policy

2.5 AIMS Budget Manual includes AIMS financial policies and guidelines
for the management of all its research projects. These include guidelines for
pricing and submitting applications for external projects, financial delegations,
charge out rates and budget principles. The guidelines for pricing and
submitting applications for external projects includes: costing of projects;
treatment of intellectual property; risk management requirements; client credit
checks; and the use of AIMS capital and other equipment.

Project management templates and checklists

2.6 In addition to project policy and guidance, AIMS use of standard
templates assists it to apply a consistent approach to project management
functions. These include templates for the approval of its co-investment
research proposals (referred to by AIMS as “applications for external funding’),
financial management, project management plans, contracts, monitoring and
review of project progress and reporting against project objectives. A summary
of AIMS existing project policy, guidance and templates is at Table 2.1.
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Table 2.1

Project policy, guidance and templates

Project function Policy and guidance Templates

Project approval x| v (a) 4
Financial management v 4
Contents of project plans x v
Contracting (including relationship v v
management)

Project risk assessment v x
Project monitoring and review of project % v
progress

Reporting against project objectives x 4
Post project review and evaluation x x

Source: ANAO analysis of AIMS documents.

Note: (a) Policy exists for projects conducted in foreign locations which represent a small portion of AIMS
projects but not for projects conducted in Australia.

2.7 AIMS use of standard templates for the approval of its co-investment
research proposals helps ensure that proposals are:

. approved by the required delegate;

. linked to existing projects where relevant;

J assessed against likely contractual issues (including the treatment of
IP); and

. assessed against the project’s staffing, finance and capital equipment
requirements.

2.8 Additionally, AIMS use of contract templates ensures that its contract
agreements are reviewed and signed by the required delegates and all relevant
terms and conditions are included. Furthermore, report templates allow it to
easily compare information which covers different periods, as the report
information is presented in the same format.

2.9 Another method that AIMS uses to apply a consistent approach to
project management is its use of checklists. For example, AIMS Finance section
(hereafter Finance) use checklists to assist it to enter project records into AIMS
financial management information system? accurately, and to check the

2 Finance One.
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accuracy of each project’s billing and payment records. AIMS Commercial
Services Group also use checklists to ensure that the terms and conditions of
each project’s contract are adequately addressed before signature. In addition,
the Research Directorate use standard criteria for the reports it submits to the
Management Group and the Council.

Consolidation of project policy and guidance

210 AIMS policy on the conduct of research in foreign locations outlines the
process it uses before approving projects in these locations. The financial
policies and guidelines in its Budget Manual provide guidance to staff on the
management of the financial, contracting and risk management aspects of
projects. However, AIMS does not have policies and guidelines for the
approval of its projects conducted in Australia, where the majority of its
co-investment projects are located. Nor does AIMS have policies and
guidelines on the contents of project plans, monitoring and review of project
progress, project reporting and post project review and evaluation.

211  Of note though, AIMS uses templates for many of these processes
which assists it to apply a consistent approach to these functions. This reduces
the risk associated with not having a documented policy. However, the ANAO
suggests that incorporating template guidelines into its existing project policy
and guidance on the approval, management and reporting of projects, and
maintaining a single reference point where it could be more easily accessed
would provide staff with additional practical assistance to manage research
projects. In addition, this approach would better communicate AIMS
expectations of its personnel and assist project managers to manage larger and
more complex co-investment projects. Benefits would include AIMS more
clearly outlining its:

. processes for approval of projects conducted in Australia;

. contents of project plans;

. requirements for project monitoring, review and reporting; and
. processes for post project reviews and evaluation.

212 The ANAO considers that AIMS policy on its approval of projects in
foreign locations could also be used to communicate its processes for the
approval of projects conducted in Australia. This would provide AIMS
approving delegates with extra assurance that the major issues have been
considered prior to the approval of projects within Australia.
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Project management support

213 AIMS uses a variety of project management support mechanisms to
assist its staff to manage projects. These include:

o project support areas; and

. management information systems which store project information.

Project support areas

214 AIMS has two centralised project management support areas called the
Commercial Services Group (CSG) and the Research Directorate to support its
project managers and teams.?!

Commercial Services Group

215 CSG provide day to day guidance and advice to project managers on
commercial issues. It provides support to AIMS research teams across five

areas:

. intellectual assets;

. contract and agreement development and archiving;

° commercial business analysis and advice;

. document management and information systems; and
. strategic analysis.

216  CSG has established relationships with legal firms which specialise in
commercial, procurement and intellectual property (IP) issues, and it utilises
these firms to develop and review its co-investment contracts. CSG’s
commercial services are provided through a ‘front desk’ enquiry service and
electronically through the AIMS intranet.

217 When a research contract is signed, CSG staff email project managers
with a brief summary of those elements of the contract that the staff member is
required to manage. This process assists staff who lack in-depth project
management skills to better understand those elements of the contract
requiring most attention. In addition, it allows them the freedom to
concentrate on the scientific aspects of their project.

# CSG and the Research Directorate are not AIMS only support areas, but are the only ones which exist to

provide direct support to project managers to manage their projects.
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Research Directorate

218 AIMS Research Directorate assists project managers by providing
advice on scientific leadership, IP management, commercial opportunities for
AIMS technologies and the conduct of business and commercial affairs. It also
provides assistance to staff in monitoring and reporting research team progress
to the Management Group and external clients.

Management information systems

219 The principal benefits of a reliable project management information
system (PMIS) are that it provides a common database of project information,
helps to establish a common process for project management and assists in
consistent tracking and reporting of project status.?? AIMS does not have a
specialised PMIS. Rather it records information about projects in its financial
management information system (Finance One) and its On-line Milestone
Reporting System.

220 AIMS stores the title and description of each research task® and links
each task to one of its 12 KRAs in Finance One. AIMS also includes the budget,
expenses and revenues for each project task and the name of the co-investment
partner from which it is recovering funds. This information assists AIMS to
track its expenditure and revenue against its project budgets.

221 AIMS records and monitors its project milestones in its On-line
Milestone Reporting System. The milestone reporting system also includes the
project’s objectives, the project’s relationship to relevant AIMS KRAs, partners,
project personnel and the project’s status. The On-line Milestone Reporting
System provides information on whether project milestones are being met.

Training and development of staff

222 AIMS co-investment strategy has resulted in it making decisions to
engage in larger and more complex co-investment projects in order to achieve
the benefits outlined in its model. In this environment project management
skills are vital, as the impact of not effectively managing projects could have a
significant impact on the organisation. The ANAO examined whether AIMS
had a clear and structured approach for the training and development of its
project management staff.

2 ANAO, Management of Scientific Research and Development Projects in Commonwealth Agencies,

p. 10.

2 AIMS projects usually contain a number of research tasks.
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2.23  AIMS does not provide any structured project management training for
its staff.? However, AIMS project managers can attend seminars, conferences
or training courses which deal with project management.?> AIMS relies on
on-the-job training, and the support provided by Finance, CSG and the
Research Directorate to develop managers’ project management skills and
knowledge.

224  AIMS has appointed staff with project management skills for some of
its largest and most complex projects, however, it generally appoints staff for
their research skills. The ANAO considers that AIMS would benefit from
implementing a more structured approach to project management training and
development. The benefits of this would include:

. the opportunity to promulgate AIMS policy on project management;

J ensuring staff receive appropriate training as progression to positions
requiring more project management skills occurs; and

. fostering a common approach to project management.

Conclusion

225 AIMS has broadly implemented support for project management,
recognising there are some areas for improvement. It has policies and
guidelines on some aspects of project management and uses templates,
checklists and information systems which store project information to promote
a consistent approach to its processes. In addition, it has two centralised
support areas to assist staff in project management. However, there would be
benefit in maintaining a single reference point where project policy and
guidance could be easily accessed in order to provide further practical
assistance to project managers.

% Structured training is a coordinated program of both internal and external training to meet identified

needs.

% AIMS has established a Diploma of Business (Frontline Management) with the Barrier Reef TAFE to

provide general management training for its staff. Currently, seven AIMS support staff are enrolled in the
course. No AIMS research staff who manage research projects are enrolled due to the time commitment
involved. The AIMS Diploma includes electives which cover project management.
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3. The Approval of AIMS
Co-investment Research Projects

This chapter examines the approval processes for AIMS co-investment research
projects. This includes an examination of whether AIMS projects have measurable
objectives, are linked to its strategic directions, and consider the needs of partners and
stakeholders. It also examines whether the impact and value for money of research are
considered before approval, and whether the reasons for selecting research proposals are
clearly documented.

Introduction

3.1 AIMS co-investment research projects involve financial contributions
from AIMS and its co-investment partners. AIMS capacity to enter into new
co-investment research projects is limited by its ability to match its
co-investment partner’s financial contributions from its own appropriation
funds. AIMS advised that its level of co-investment has now reached the limit
of its capacity, resulting in it declining several research proposals. However, as
AIMS completes several large commercial projects over the next few years, it
expects its capacity to enter into new research projects will improve.

3.2 ‘Choosing which projects to undertake is one of the most important and
difficult decisions facing research and development organisations.”?® This is
important as each year research organisations invariably receive more research
proposals than can be funded. Therefore, establishing sound project approval
processes is necessary in order to assure government, partners and
stakeholders that the ‘right” projects are approved.

The source of co-investment research proposals

Internal proposals from co-investment entities

3.3 Co-investment entities administer research programs by bringing
together research providers and research users to conduct research. AIMS is
represented on the management boards of four co-investment entities (refer
Table 3.1). These co-investment entities have their own governance structures
which includes a governing board responsible for strategy, financial
management and research delivery. In addition, co-investment entities have

% ANAO, Management of Scientific Research and Development Projects in Commonwealth Agencies,

p. 17.
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The Approval of AIMS Co-investment Research Projects

advisory groups that design, manage, and evaluate a portfolio of research
tasks. AIMS and other research providers and users identify research
opportunities through their representation in co-investment entities. This
usually results in AIMS and any potential partners developing research
proposals which are approved as part of the co-investment entities” research
plans.

3.4 The co-investment entities with which AIMS are partnered have
resulted from major Commonwealth or State government funding initiatives.
Table 3.1 outlines the co-investment entities where AIMS is represented.

Table 3.1

Co-investment entities

Government funding Initiative AIMS Co-investment Entity

Marine and Tropical Science

The Commonwealth Environment Research Facilities Program e
Research Facility

was a key election promise by the then Prime Minister in September
2004. Under this program $100 million was provided to support
proposals that demonstrated strong public good outcomes.
Announced at that time was $40 million (of the $100 million) for a
Marine and Tropical Sciences Research Facility (MTSRF) to support
research relating to the Great Barrier Reef and tropical rainforests in
North Queensland. MTSREF is located within the Environment, Water,
Heritage and the Arts portfolio.

The Western Australian Major Research Facility Program granted | West Australian Marine Science
$21 million to form the Western Australian Marine Science Institution | Institution

(WAMSI). The purpose of WAMSI is to bring together marine
researchers with differing disciplines and backgrounds to pursue world
class marine science, technology, education and training for the
economic, social and environmental benefit of Western Australia.

The National Collaborative Research Infrastructure Strategy | Integrated Marine Observing
(NCRIS) was announced by the Federal Government in 2004 as part | System Office

of its Backing Australia’s Ability — Building our Future through Science
and Innovation policy. Under NCRIS, the Government provided
researchers with major research facilities, supporting infrastructure
and networks necessary for world-class research. One of the NCRIS
initiatives was to provide $50 million to create an Integrated Marine
Observing System (IMOS). The IMOS office operates out of the
University of Tasmania. AIMS developed the Great Barrier Reef
Ocean Observation System (GBROOS) as part of this initiative.

The Reef Water Quality Protection Plan (RWQPP) was jointly Er‘fﬁ‘t %a"ier Reef Marine Park
released by the Australian and Queensland Governments in October uthority
2003. The Natural Heritage Trust approved a grant of financial
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Government funding Initiative AIMS Co-investment Entity

assistance to the Great Barrier Reef Marine Park Authority (GBRMPA)
for the implementation of long-term water quality and ecosystem
monitoring program in the Great Barrier Reef Lagoon. The GBRMPA
contracted AIMS to monitor the water quality on the Great Barrier Reef
on its behalf.

Source: AIMS documentation.

Internal proposals from AIMS scientists

3.5 Research proposals can also be generated internally by AIMS scientists
who identify opportunities in the course of their work. This may involve the
extension of existing work or the identification of new opportunities as a result
of attending conferences, seminars and workshops.

External proposals

3.6 Research proposals are also generated when an organisation which is
not a co-investment entity, or represented on a co-investment entity board,
approaches AIMS with a proposal. AIMS considers these proposals on a case
by case basis.

Approval processes

3.7 Figure 3.1 outlines AIMS approval processes for externally and
internally generated co-investment research proposals.
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The Approval of AIMS Co-investment Research Projects

Figure 3.1
Approval process for co-investment research proposals
INTERNAL PROPOSALS EXTERNAL PROPOSALS

AIMS identifies a research
opportunity

v

Is research
consistent with
AIMS’ priorities,
capabilities and
resources?

NO—

Research proposal
rejected

<4-NO

Potential co-investment
partner approaches AIMS
with a research opportunity

Is research
consistent with
AIMS’ priorities,
capabilities and
resources?

YES YES

AIMS approaches N Potential partner rejects A AIMS submits a response
potential partners research proposal to potential partner

. Potential partner accepts
Poten’tlal partner accepts AIMS’ response to

AIMS’ research proposal
research proposal
N Terms of engagement ¢

negotiated

v

Application for external
funding raised

v

Application for external
funding approved by
appropriate delegate

Project contract signed

Source:

ANAO analysis of AIMS approval documentation.
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3.8 Table 3.2 summarises the actions of each signatory in the approval
process.

Table 3.2

Approval of co-investment research

Action Actioning Officer

Recommendation of investment opportunity Proponent

Confirmation of the availability of team resources | Research Team Leader

Assessment of strategic fit with organisation Research Directorate
Assessment of level of co-investment Chief Finance Officer
Committing AIMS to contractual obligations Relevant delegate(s)

Source: AIMS approval documentation.

3.9 Against this background, the ANAO examined AIMS processes for the
approval of its co-investment research projects. In particular, ANAO looked at
whether AIMS:

o has measurable objectives for each research project;

. links project objectives with government policy and its strategic
directions;

. considers the needs of its partners and stakeholders before approving

research projects;

J assesses the likely impact and value for money of research proposals;
and
. documents the reasons for approving research proposals.

Projects have measurable objectives

3.10 In order for management to be able to assess whether a project has or
has not been successful, it is useful for each project to have a concise statement
of what the project aims to achieve. Project objectives should be measurable, be
agreed with partners and stakeholders, be realistic and have a timeline for
completion.?”

311 The ANAO examined whether the 35 projects in the audit sample had
measurable objectives. The projects examined consistently included project
objectives in approval documentation, project contracts and research team

# Dobie C, A Handbook of Project Management, Allen & Unwin, Crows Nest, July 2007, p. 51.
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The Approval of AIMS Co-investment Research Projects

proposals. Project objectives were measurable, agreed with partners and
stakeholders and had a schedule for completion. Examples of measurable
project objectives included activities such as quantifying scientific data,
identifying links between scientific data sets, identifying critical thresholds
impacting on marine ecosystems and developing scientific indicators to inform
further research. This allows AIMS to measure its achievement against its
objectives during and at the completion of projects.

Alignment of project objectives with government policy
and strategic directions

3.12 A key criterion in the selection of projects is how well the objectives of
the proposed project align with the organisation’s objectives and relevant
government policy. Aligning project objectives with an organisation’s goals
reduces the risk of selecting the ‘wrong’ projects.?® The ANAO examined
whether AIMS aligned the objectives of its proposed projects to its strategic
directions and relevant government policy.

3.13 In the six projects in the audit sample approved by the Chair or the
Council, AIMS linked the objectives of the projects to its strategic directions in
its approval documentation.?” Also, the minutes of Council meetings discussed
the relevance of these projects’ objectives to AIMS strategic directions. For the
22 projects approved by the CEO, AIMS linked project objectives to existing
AIMS research projects and its KRAs in its approval documentation. By
establishing a link between each project’s objectives and its KRAs, AIMS was
able to align each project’s objectives with one of its three strategic directions.

3.14 The link between individual project objectives, KRAs, AIMS strategic
directions and the Government’s National Research priorities is included in
AIMS research team proposals which are consolidated into the AIMS Research
Plan.

Consideration of partners’ and stakeholders’ needs

3.15 One of the key criteria in the selection of co-investment projects is the
consideration of partners” and stakeholders” needs. The ANAO examined the

% ANAO, Management of Scientific Research and Development Projects in Commonwealth Agencies,
p. 17.

% Approval documentation also included a brief summary of how the project fitted with the goals in AIMS

Research Plan.
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processes AIMS used to engage with its partners and stakeholders and how
their needs are considered in the approval of research.

3.16 AIMS develops its strategic directions in close consultation with its
partners and stakeholders. AIMS has a Strategic Science Team (SST)* to
facilitate this consultation and make recommendations to its Management
Group about future AIMS research. The AIMS SST employs an extensive
consultation process which involves consideration of its partners’ and
stakeholders” comments before recommending AIMS direction for its future
research. The consultation process is documented and involves AIMS
forwarding its draft strategic direction to its partners and stakeholders for
written comment. AIMS follows up written submissions with a discussion
with each partner and stakeholder, where each party’s views, ideas and
concerns are communicated.

317 As mentioned in paragraph 3.3, AIMS is represented on the
management boards of four co-investment entities, where it is involved in
establishing the co-investment entities” priorities, research strategy and
research program. This provides AIMS with an opportunity to identify its
partners’ and stakeholders” needs and consider them in the design,
implementation, delivery, progress and evaluation of its co-investment
research projects.

3.18 In addition, AIMS negotiates with its potential co-investment partners
through its Commercial Services Group to establish the terms and conditions
of its co-investment contracts. AIMS does this by outlining the terms and
conditions it is seeking in its contract, and negotiating with the potential
partner until agreement is reached.

3.19  The projects in the audit sample which were approved by the Chair or
Council outlined the benefits that would be delivered to the users of research
as a result of each project. For projects approved by the CEO, the benefits to
research users were not clearly documented in approval documentation. The
ANAO considers that the documentation of benefits to research users in the
projects approved by the Chair or the Council provided assurance that
stakeholders” and partners’ needs were considered before these research

% The AIMS CEO appoints both scientific and non-scientific staff to the SST.

¥ |ssues considered included the project obligations of AIMS and its partner, IP ownership,

commercialisation of research, confidentiality provisions, dispute resolution procedures and
arrangements for project management committees/boards.
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The Approval of AIMS Co-investment Research Projects

proposals progressed to contracts. However, the benefits were not as clear for
projects approved by the CEO.

Assessment of likely impact and value for money

3.20 Identifying the likely impact and value for money of research proposals
is an important consideration for research organisations when approving
projects. Since research projects may have both positive and negative effects,
these impacts need to be understood in order to assess the value for money of
each research proposal. The ANAO examined whether AIMS identified and
assessed the likely impacts and value for money of projects before approving
them.

3.21 The detail included in approval documentation regarding the likely
impact of projects on AIMS varied across the research proposals examined.
AIMS projects with one co-investment entity, which had eight projects in the
audit sample, included detailed information highlighting the value of the
research to AIMS. Another six projects approved by the Chair or the Council
outlined the benefits of the proposed research in approval documentation.
However, the other projects in the sample did not set out the likely impact of
projects, other than providing a brief summary of the relevance of the project
to existing AIMS research and the impact on its finances and resources.

3.22  Approval documentation outlined the co-investment partner’s financial
contribution, AIMS financial contribution, and any costs AIMS expected to
recover from its co-investment partners over the life of the project. This
information provided the relevant delegate with a summary of the project’s
financial impact on AIMS, and whether the project represented a good
investment opportunity.

3.23  AIMS approval documentation also included details of its staff, office,
laboratory, ship charter and other services which would be required to
complete the project. In addition, projects approved by the Council provided
supporting information on the impact on resources, finances and financial
strategies. This enabled delegates to assess the resource impacts of projects
before approval. However, approval documentation did not include an outline
of project risks which would assist in strengthening its assessment as to
whether projects represented value for money of research proposals. Chapter 4
discusses AIMS framework for managing its risks, before and after project
approval, and the processes it uses to conduct project risk assessments.
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Documentation of reasons for selecting research
proposals

3.24 ‘Approval of research proposals should be made in an accountable and
visible manner in order to justify why an organisation should undertake a
project. The approving delegate must be convinced that a project, if
implemented, will increase value to the organisation. Therefore, reasons for
selecting projects must be clear, convincing, well supported and factual.”> The
ANAO examined whether AIMS had a consistent and clear process which
outlined its reasons for selecting research proposals. Figure 3.2 outlines how
AIMS documented its reasons for selecting proposals.

¥ Dobie C, A Handbook of Project Management, Allen & Unwin, Crows Nest, July 2007, p. 39.
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Figure 3.2

Documentation of project approval

Application for external
funding raised for each
project

What is the value
of the co-investment?

> $1 million $500 001 to $1 million < $500 000
Council approves Council Chair approves .
project project CEO approves project

L ] i
Reasons for approval is the

Reasons for approval detailed
against Council selection criteria

business case detailed in
application for external funding

Source: ANAO analysis of AIMS data.

3.25 AIMS co-investment projects within the delegation of the CEO are
approved using an application for external funding, which present the
business case that includes amongst other elements, a research outline and the
financial and resource impacts of the project.

3.26 AIMS projects which are approved by the Chair and the Council
require an application for external funding to be raised, plus a minute
requesting approval against five criteria. These criteria are:

. tits to AIMS goals as reflected in the AIMS Research Plan;

. impact on resources;

. impact on AIMS finances and financial strategies;

. whether further consideration is required by the Council; and
. the benefits of the research to the user.

3.27  Of the 28 continuing projects in the audit sample, 22 were approved by
the CEO. Each project had an application for external funding, however they

ANAO Audit Report No.15 2008-09
The Australian Institute of Marine Science’s Management of its Co-investment Research Program

53



did not include a succinct explanation of why the research proposal had been
approved against approval criteria as was the case for projects approved by the
Council.

3.28 Of the 22 projects approved by the CEQO, three projects had values
within the Chair's or Council’s delegation. These three projects were
conducted with the same co-investment entity and were the continuation of
existing projects which were previously funded through a different entity.
While the different sources of funding for these projects had resulted in a
change to their administrative arrangements, the research focus of these
projects remained the same.

3.29 AIMS approval documentation for these three projects indicated that
the projects were approved for a four year period. The ANAO noted that the
total value of each of these projects over the four year period required Council
approval, but that the projects had been approved by the CEO.* During the
audit, AIMS advised that these approvals were for a 12 month period, as the
co-investment entity could only provide certainty of funding 12 months in
advance. Project approval documentation for these projects included the
annual cost of each of the projects, and as each project’s 12 month expenditure
was within the CEO’s delegation, AIMS considered that Chair or Council
approval was not required.

3.30 AIMS approval documentation for these projects did not communicate
clearly that project approval was only for 12 months. This resulted in AIMS not
clearly summarising the reasons for the approval of these projects against the
Council’s approval criteria. In such circumstances, it would be prudent for
AIMS to agree to use the Council’s criteria when assessing these projects.

3.31 The remaining six of the 28 continuing projects that were examined,
were approved by the Chair or the Council in accordance with AIMS financial
delegations. AIMS had clearly and succinctly summarised the reasons for the
approval of these projects against the Council’s five approval criteria.

3.32  AIMS would benefit from applying the same criteria it uses for projects
approved by the Chair and Council to projects approved by the CEO. This
would assist it in detailing its reasons for approving research proposals, and
provide assurance that it is approving projects which are likely to provide the
greatest value.

s Although the projects were approved by the CEO, the Council was still aware of their existence through

AIMS involvement in the development of the entity’s research investment strategy and annual research
plan. AIMS reported this involvement to its Council on a regular basis.
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Recommendation No.1

3.33 The ANAO recommends that, in order to improve the transparency of
its reasons for approving projects, and to provide assurance that it is
approving projects which are likely to provide the greatest value, AIMS assess
projects approved by the CEO against the same criteria used by the Council.

AIMS response

3.34 Agreed. AIMS research plan and its strategic research directions
provide the framework against which research projects are developed. This
framework and information required in project proposals are part of the
research culture within AIMS and provide a mechanism to judge the value of
proposed research. However AIMS recognises that utilising a more formal
summary of the approvals system will aid transparency and also provide a
much improved historical record and retained corporate knowledge. AIMS is
therefore currently implementing an improved approval system for all
projects, including those that are approved by the AIMS Council. Furthermore
co-investment is critical for AIMS to deliver its research outputs and the
organisation needs to carefully consider co-funding opportunities in the
context of its appropriation funding. This is a complex balance between
securing funds versus retaining flexibility to respond to future opportunities.
With its appropriation budget currently fully allocated optimising this balance
will provide the maximum scientific outputs.

Conclusion

3.35 AIMS had implemented project approval processes which aligned its
project objectives to its strategic directions and summarised the likely financial
and resource impacts. Also for projects over $500 000 in value it outlined
possible benefits to research users. Assessing CEO approved projects against
the same criteria as those used by the Council would provide AIMS with
assurance that projects that are likely to provide the greatest value are being
approved.
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4. The Management of AIMS
Co-investment Research Projects

This chapter assesses the processes AIMS uses to manage its research projects. These
include project management plans, risk assessments, contractual arrangements,
financial management controls, project monitoring and review and reporting to
co-investment partners.

Introduction

4.1 ‘Research projects can benefit from the use of standard project
management techniques. Project management can support the achievement of
project and organisational goals, as well as give greater assurance to
stakeholders that resources are effectively managed.”>* The ANAO examined
AIMS project management of its co-investment research once research
proposals are approved. In particular, the ANAO assessed whether AIMS:

) had project management plans;

o conducted project risk assessments;

. included the responsibilities of each party to its research projects in
contracts;

. established financial policies and controls to manage its research

projects which met its legal obligations;

. monitored and reviewed project progress on a regular basis and
documented the results; and

J produced project progress and performance reports.

Project plans
4.2 The ANAO Better Practice Guide on the Management of Scientific

Research and Development Projects in Commonwealth Agencies states:

Clearly articulated and documented project plans are an important part of
project management. Project plans provide a baseline in terms of scope,
schedule and budget against which project progress can be measured.

¥ ANAO, Management of Scientific Research and Development Projects in Commonwealth Agencies, p. 3.

% ANAO, Management of Scientific Research and Development Projects in Commonwealth Agencies,

p. 29.
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4.3 All of the projects examined had project management plans. In 24 of the
28 continuing projects examined, AIMS developed project management plans
after research proposals were approved. For the other four continuing projects,
plans were attached to applications for external funding in order to support
decisions by management to proceed with projects. The ANAO examined
whether AIMS project plans included the project’s tasks and resources.

Project tasks

44 A project’s tasks is a description of the work that must be done to
complete the project. It includes the major expected project deliverables that
must be separately managed to achieve the project’s objectives.®* Each of the
projects examined included task objectives or activities which described the
projects” major deliverables. AIMS then divided project deliverables into a
series of milestones which summarised the tasks to be completed to achieve
project objectives.

Project costing

4.5 Accurate estimation of a project’s costs assists managers to:

. determine whether the investment return is justified by the project;

J set the price to be charged to an external party;

. justify the organisation’s entitlement to intellectual property in

co-investment projects; and
J monitor cost outcomes against budget.?”

4.6 AIMS included its financial contribution and that of its co-investment
partners in its project plans. AIMS financial costing included the cost of the
time committed to a project for each staff member, expressed as a percentage
of the staff member’s full time equivalent (FTE) salary.’® In addition, the
operating costs incurred by AIMS in conducting its business, capital
equipment costs (including the use of AIMS ships, computer and laboratory
equipment), travel for project fieldwork and management costs were included
in project plans.

% ibid., p. 30.
¥ ibid., p. 31.

% A member of staff's salary level at a particular time, expressed in terms of the amount which would be

paid to them were they to have a full-time work contract for a full year. Excludes leave loadings and
payments for overtime work.
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Project risk assessment

4.7 Co-investment projects involve risks such as economic or financial loss,
physical damage to assets and injury to staff. The identification, assessment,
monitoring and review of these risks, and the development of risk
management strategies, assists to manage their impact. The ANAO examined
AIMS framework for managing its co-investment risks.

Risk management policy and plan

4.8 AIMS has a risk management policy which sets out its key objectives
and principles regarding the management of risk. AIMS policy acknowledges
that there is risk in its business, and that the effective management of its risks
has the potential to allow it to take advantage of more challenging
opportunities. In addition, it emphasises that all managers are responsible for
managing risk within their span of control.

4.9 AIMS identified its key risk areas in a risk register. The risk register,
which was prepared in 2005, details 35 key risk areas and outlines causes,
effects, current situations and suggested improvement actions. One of the key
risk areas AIMS identified was maintaining and expanding its external
earnings under its co-investment research model. AIMS assessed the risk as
high with significant scope for improvement of internal controls. The ANAO
noted that the risk register had not been updated since 2005, although AIMS
had taken actions to improve its internal controls around maintaining and
expanding its external earnings. This included integrating its external funding
strategy with its strategic and research plans, increasing resources in its
contracts support area and developing guidance on the financial aspects to be
included in research proposals. Also during the audit, AIMS advised that it
was in the process of revising its risk register. This involved:

. reviewing its risks and opportunities;

. examining the main controls that were currently in place; and

. adding new risks using pre-determined criteria in order to assess their
likely impact.

Project risk management

410 ‘Business risks are best managed and controlled as close as possible to
their source.”® The risks associated with co-investment activity arise through

% ) DeLoach, Managing Risk, Managing Value, Pearson Education Ltd, London, 2000, p. 22.
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the conduct of individual co-investment projects. ‘Project risk is a combination
of the probability of an adverse event occurring and the consequence such an
event may have on a project’s objectives or particular success criteria.”+ Figure
4.1 shows an overview of a generic project risk management process.

Figure 4.1

Generic project risk management process

Consider the scope of the project, project objectives,
Establish context organisational risk documentation and policy, —
organisational risk categories

Determine which risks are likely to affect project delivery

Risk identification and document their characteristics

Risk quantification Assess risks to identify the range of possible impacts on
and analysis project outcomes

Take steps to enhance opportunities and develop
responses to threats through the development of risk
treatments, documented in a risk management plan.

Change scope accordingly

Risk response
planning and
development

Monitor residual risks, respond to risks over the course
of the project, review the range of risks and effectiveness
of treatments over the life of the project

Risk response and
control

Source: ANAO, Management of Scientific Research and Development Projects in Commonwealth
Agencies, p.32.

411 As mentioned at paragraph 2.5, AIMS outlined risk management
guidelines for its co-investment projects in its Budget Manual. This included a
requirement for persons initiating or recommending projects to document all

0" Dobie C, A Handbook of Project Management, Allen & Unwin, Crows Nest, July 2007, p. 135.
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risks associated with a project and the action taken to minimise them. Risk
treatment options included reducing the risk, transferring or accepting the risk,
avoiding the risk or managing its consequences.

412 Of the 28 continuing projects in the audit sample, AIMS had only
documented its own risk assessment for one project, and produced a risk
management plan, although, it did participate in the development of two
documented risk assessments as part of its involvement in projects with
co-investment entities. AIMS own risk assessment was for a large scale project
of high cost and complexity. In that risk assessment, AIMS identified, assessed
and monitored the financial, reputation, scientific, environmental and safety
risks of the project and proposed risk reduction measures. In addition, the risk
assessment informed the development of the project’s contract, with clauses
included in the contract to reduce the impact of identified risks. The ANAO
noted that the risk management plan was developed in December 2007 and the
risk profile had been revised in February 2008. The risk assessment for this
project represented an example of sound management practice.

413 AIMS did not document risk assessments for the other projects
examined. However, during the audit, AIMS advised that discussions on risk
took place between Council members for all its high cost projects requiring
Chair or Council approval, but were not referred to or conducted as risk
assessments.*' The ANAO noted four project proposals which were outside the
audit sample where discussions about the project’s value and risk had resulted
in AIMS declining the proposals. Reasons for not approving the project
proposals included:

J confidentiality provisions that prevented AIMS from publicly releasing
the results of its research;

J unacceptable licensing arrangements;

. insufficient funding;

. inability of AIMS to recover its costs; and

. questionable value of the quality of the science and its contribution to
AIMS objectives.

414 Also, AIMS considered its representation on four co-investment
entities” boards, committees and advisory groups, and its regular reporting

“ AIMS advised risk assessments often involved assessments of the project’s operational and science

feasibility.
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against project milestones assisted it to minimise the risks associated with its
projects with co-investment entities.*

415 The cost of managing risks needs to be commensurate with the benefits
obtained.®# The Chair and Council considered the impact of risks for projects
during the assessment of project proposals. This approach of conducting risk
assessments on these relatively high cost projects was appropriate. However,
AIMS did not do this in a consistent manner, nor was it clearly documented.
There would also be benefits for AIMS if it documented project risk
assessments for its co-investment projects where the scale, length, and/or
complexity of projects warranted. Benefits would include the ability to:

J identify those factors which represent the greatest risk for AIMS;

. facilitate identification, assessment and control over those risks which
AIMS has influence;

. identify contract clauses to reduce the impact of risks;

. identify and review the status of existing risks;

J identify emerging risks and develop risk reduction measures; and

J better target management effort to those areas which represent the
highest risks.

Recommendation No.2

416 The ANAO recommends that, in order to effectively identify, assess,
monitor and review project risks, AIMS document risk assessments where the
scale, length, cost and/or complexity of co-investment projects warrants.

AIMS response

4.17 Agreed. AIMS agrees with the recommendation to improve how it
assesses the risks for each project. AIMS has commenced adopting the
approach it used to assess one of its large projects on all new projects. This
approach is recognised by the ANAO as being best practice and it will be
progressively applied commencing with new large projects and moving to
small projects in 2009. At the same time processes to more formally assess risks
during the implementation and completion phases will also be adopted.

2 Reporting included monthly project milestone reporting, and for most entities a mid-year and annual

report.

“* Standards Australia, Risk Management AS/NZS 4360:2004, Standards Australia International Limited,
Sydney, 31 August 2004, p. 21.
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Contracting arrangements

418 ‘A contract provides a baseline for management in terms of managing
risk, managing relationships, managing resources, specifying responsibilities,
behaving ethically and keeping records.”# AIMS co-investment projects
require AIMS and its co-investment partners to work together to deliver
project outcomes. It is critical that AIMS establishes its project responsibilities
and those of its co-investment partners so that it can manage its co-investment
projects in an efficient and effective manner. The ANAO examined whether
AIMS had developed contracts for its co-investment projects which identified
its responsibilities and those of its partners.

419 Each project examined had a contract that included the responsibilities
of AIMS and its partners. These contracts included the staff positions
responsible for individual tasks and the project milestones. AIMS uses
standard form contracts to outline the terms and conditions of its relationships
with its co-investment partners.*> Generally, AIMS IP is freely available if the
co-investment project only involves government bodies, or is the subject of a
licensing agreement if research is funded by a non-government commercial
entity. When AIMS invests in IP, it writes the expenditure off as a cost which
cannot be recovered unless it can establish that the expenditure will result in
financial returns from commercialising IP. This is consistent with the
accounting treatment for intangible assets prescribed in Accounting Standard
AASB 138 Intangible Assets.

420 The ANAO Better Practice Guide on Developing and Managing Contracts
states:

Provisions to allow and regulate variations should be a standard feature of all
contracts. It is accepted practice for variation mechanisms to provide for
variations to be agreed between the acquiring entity and the contractor in
writing through an amendment of the contract.*

421  AIMS outlines its procedures for processing contract variations in its
co-investment contracts. Generally, variations to AIMS contracts require a
letter of variation to be agreed in writing by all parties. Of the 28 continuing

“  ANAO Better Practice Guide - Developing and Managing Contracts, February 2007, Canberra, p. 2.

4 Contract clauses usually included such items as dispute resolution procedures, ownership of intellectual

assets and property, conflicts of interest, disclosure of information to third parties and commercialisation
of research outputs.

% ibid., p. 86.

ANAO Audit Report No.15 2008-09
The Australian Institute of Marine Science’s Management of its Co-Investment Research Program

62



The Management of AIMS Co-investment Research Projects

projects examined, four projects had been subject to a contract variation. The
ANAOQ’s examination of the four contract variations confirmed that AIMS or
its partners wrote letters to each other requesting the variations, and these
requests were acknowledged by all parties in writing before acceptance.

Work commencing before contract approval

422  AIMS had commenced work against three co-investment contracts in
the audit sample before the contract was agreed and signed. AIMS had
commenced work against these contracts because of critical timelines and there
had been either:

o delays in obtaining funding and resources from partners;
. key personnel unavailable to sign contracts;
. seasonal factors where delays could mean waiting for 12 months or

more before work could commence; and/or

. situations where project completion was mandatory to progress other
scientific research.

423 In one case, a contract had a start date of 1 July 2006, however, the first
milestone report was completed in June 2006, indicating that work had begun
before the commencement date for the contract. The contract was signed on
29 November 2006, almost five months after the start date. AIMS advised that
work commenced on this project prior to signing the contract because it was
seeking to meet a critical timeline, and there was a delay in approving the
co-investment entity’s annual research plan due to the unavailability of key
personnel. AIMS considered that this practice did not represent a risk to it as
the responsibilities of the parties to the contract were agreed in principle prior
to AIMS commencing work.

4.24 In another case, AIMS commenced work before the contract was signed
due to delays in obtaining funding and resources from research partners.
AIMS had made significant commitments of scientific and operational
resources in the expectation that the work would commence on time, and was
under pressure to provide scientific baseline data to support the
implementation of a management plan. In this instance, AIMS started work on
a series of critical projects on 1 January 2006 through a special grant made by a
state government. The contract was not signed until 12 March 2007 despite
having a commencement date of 1 July 2006. AIMS advised that the advanced
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state of contract negotiations, and the low risk associated with obtaining funds
from the entity, justified commencing work before contract signature.

4.25 In another instance, a commercial entity requested AIMS to commence
work on a project before the contract between the two organisations was
signed, as it wanted AIMS work to coincide with the annual spawning of coral.
A delay would have meant a 12 month postponement of the work. At the
request of AIMS, the commercial entity raised a series of purchase orders,
which provided AIMS with the authority for individual tasks to proceed and
enabled it to invoice the entity to recover its costs.

426 AIMS considered its practice of commencing work against some
contracts before signature was a low risk as these contracts were with long
term partners, contract responsibilities had been agreed in principle, contract
negotiations were well advanced, funding had been assured or purchase
orders had been raised by its partner. In the three cases examined by the
ANAO, AIMS had met its critical project timelines and there had not been any
adverse consequences for it from commencing work before contract signature.

4.27 The ANAO encourages AIMS to continue to examine the risks of
commencing work before contract terms and conditions have been finalised.
Such risks may include disputation over: the scope of work to be delivered; the
terms against which the work will be delivered; the quality standards of the
work; the schedule for delivery; and financial arrangements. The ANAO
suggests that in cases where project risks are likely to expose the
Commonwealth to unnecessary risks, work should not commence against
those contracts; however where work does commence ahead of contract
signature due to special circumstances, there should be a clear understanding
between the parties on the applicable arrangements.

Financial management and internal controls

4.28 The Commonwealth Authorities and Companies Act 1997 (CAC Act)
outlines the reporting and accountability requirements for Commonwealth
authorities and Commonwealth companies and deals with other matters such
as banking and investment, and the conduct of officers including directors. As
a statutory authority, AIMS is subject to the requirements of the CAC Act. The
ANAO examined whether AIMS managed its project finances in accordance
with government policy and its legal obligations, and had appropriate
financial controls in place.
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Calculation of project costs

4.29  Once AIMS identifies and scopes a research project, a representative of
Finance, in conjunction with the research team proposing the research project,
calculates the cost using a project pricing model.#” AIMS charges a percentage
of the project cost to its co-investment partner, and contributes the remainder
itself.#* Guidelines setting out its preferred percentage contributions are
included in its Budget Manual.

430 The CFO reviews each project’s costing to determine the financial
viability of the project. If the CFO assesses the project proposal as financially
viable, and it is endorsed by research management,* proposals are forwarded
to delegates for approval. The respective delegate(s) consider the CFO’s
decision regarding the project’s financial viability in addition to other approval
criteria. Once projects are approved, a contract is raised and Finance includes
the financial details in the contract.”*® The ANAO reviewed the costings for the
sample of 28 continuing projects. For each project there was an approved
costing report which matched the project costing in the signed contract.

Creating the project finance record

4.31 Finance allocates an internally employed accountant to each research
team. The team accountant creates a project record in AIMS financial
management system when a co-investment contract is signed. Team
accountants are the only personnel with the authority to create project tasks in
the financial management system. AIMS records the milestones for the project
on a separate system called the On-line Milestone Reporting System. The
projects in the audit sample each had project finance and milestone records.

Billing of co-investment partners

432 Team accountants meet regularly with research staff to ascertain
whether milestones are being met and to adjust forecasts. When a milestone is
reached, Finance raises an invoice which is sent to the co-investment partner.
Invoices can only be raised when a project task is created. In order to track

7 AIMS costing model includes the number of project staff, annual salaries, travel, accommodation,

overhead costs and the purchase of any specific specialist equipment.

8 AIMS financial contribution is referred to as its ‘in-kind contribution’.

49 Each research proposal required endorsement from the Research Team Leader, Research Manager and

Research Director.

% Finance retains a copy of the final signed contract.
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payment records easily, AIMS invoices are sequentially numbered for each
research project.

4.33 Co-investment partners usually pay AIMS electronically by direct
deposit into AIMS bank account, which Finance identifies while performing
bank reconciliations. The ANAO considers that the projects in the audit sample
have adequate controls for the receipt and banking of payments, and the
segregation of the invoicing and receipting functions established appropriate
internal control of the billing and payment processes.

434 AIMS debtor collection is the responsibility of relevant team
accountants. Finance produces a Monthly Aged Debtors Report which team
accountants use to investigate ‘bad’ debts. The CFO reports to the AIMS
Council each quarter on the action taken in regard to the collection of debts
older than 30 days. AIMS does not have a policy for debt write-offs, although it
advised during the audit that it intends to develop guidance on debt write-offs
in the future.

435 The ANAO considers that the separation of AIMS project milestone
and financial systems has the potential to result in instances where
co-investment partners may not be billed by AIMS in a timely fashion when
project milestones are reached. While there was no evidence of this occurring,
the ANAO considers it an area for improvement. During the audit, AIMS
advised that it has planned refinements during 2008-09. Refinements will
include email notification by Research Teams to Finance when milestones are
achieved which will generate a project invoice. The objective of AIMS upgrade
is to improve the interaction between the systems.

Time recording

4.36  In 27 of the 28 continuing projects examined, AIMS tracked the time its
staff spent on each project and this was updated monthly. This strengthened
its understanding of the cost effectiveness of each of these co-investment
projects and their impact on its budget. In the remaining project, which was
with a non-government commercial entity and the subject of full cost recovery,
AIMS used a time recording system to bill its staff time. This approach ensured
that all AIMS staff costs were recovered for this project. The ANAO considers
that AIMS approach to time recording for its projects was appropriate.
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Revenue recognition

4.37 AIMS records its project revenue based on the percentage of the
contract which was completed at the end of each month. Finance calculates this
by comparing the proportion of the costs incurred with the estimated total
project costs. The ANAO found that the revenue for the projects in the sample
was recorded in AIMS financial management system accurately, and that
payments made, revenue collected and costs recovered were in accordance
with AIMS legislation, the CAC Act and AIMS procedures.

Monitoring and reviewing project progress

4.38  ‘Effective project monitoring enables senior management to assess each
project’s progress, identify and address problems, and reassess the project’s
relevance and priority.”>! The ANAO examined whether AIMS monitored and
reviewed each project’s progress against its plans on a regular basis and
documented the results.

4.39  AIMS uses four internal reporting mechanisms to monitor and review
its projects. These are discussed in the following paragraphs.

On-line milestone reporting

4.40 AIMS uses an On-line Milestone Reporting System which is designed
to provide it with current project information. The system includes each
project’s objective, title, owner, milestones, milestone due dates, progress and
status. Project status is classified as either: completed; on-track; items due; or
items overdue.

441 AIMS uses a colour coding system to enable system users to more
easily identify project status. If system users require further information on
project status, there is the capacity for project managers to provide additional
descriptive text. Where projects were not on schedule, the reporting system did
not provide reasons why. However, the ANAO noted that AIMS provides
reasons for variations to project milestones in a separate report to the
Management Group and the Council (refer paragraph 4.47).

¥ ANAO, Management of Scientific Research and Development Projects in Commonwealth Agencies,

p. 37.

2 The owner is usually the project manager.
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Research Director’s reports

4.42 The AIMS Research Director produces performance reports regularly
and the CEO presents the reports to the Management Group and the Council.
Reports include monthly Science and Key Performance Goal reports to the
Management Group, and quarterly Science and Key Performance Goal reports
to the Management Group and the Council.

Science Report to the Management Group

4.43  The Science Report to the Management Group reports science activity
against each of AIMS five research teams and includes a summary of research
team highlights, involvement in external activities, transfer of information to
research users and scientific papers completed and published.

444 The ANAO noted that the Science Report does not report progress
against individual project objectives, however, it provides the Management
Group with a summary of the scientific activity in each of its research teams.

Science Report to the Council

4.45 The Science Report to the Council reports against the 12 KRAs outlined
in AIMS 2007-11 Research Plan. The report includes the resources applied by
AIMS and its partners to each KRA, project progress, major scientific
documents that had been published, and planned future activities. The
Research Director also provides a copy of the report to the Management
Group.

4.46 The Science report provides the Council and the Management Group
with a detailed description of the project activities being progressed against
each AIMS KRA. AIMS uses this information to report annually against its
KRAs in its Annual Report.

Key performance goal report

4.47 The Key Performance Goal report provides a quick summary of
performance against goals established each year and complements AIMS
On-line Milestone Reporting system by explaining variances against project
milestones to the Management Group and Council. The report includes a
record of initial, adjusted and completed milestones for each of the projects in
AIMS five research teams. Any variances against project milestones are
displayed in numerical terms against the research team (for example, ‘one
publication overdue’). In all cases, the Key Performance Goal reports reviewed
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by the ANAO included the reasons for project variances for each research
team. These explanations for project milestone variances assist the
Management Group and the Council to identify and address issues which are
affecting project cost and timeliness.

Reporting project progress and performance between
AIMS and its partners

4.48 Co-investment partners which were partnered with AIMS in delivering
the projects in the audit sample reported project progress and performance to
it on a regular basis. Project contracts and/or head agreements included
arrangements on how and when project progress would be reported.
However, the form, level, detail and frequency of the reporting differed
depending on the partner involved in the project. For example, one partner
which was partnered with AIMS in eight of the 28 continuing projects
examined reported to AIMS annually and rated each project against three
criteria: science quality, end-user relevance and milestone performance.
Another partner involved in two of the projects in the audit sample reported
project status at its board meetings where AIMS was represented.

4.49  Generally, AIMS and its partners included a requirement in all project
contracts for a report after each field trip, and after each project milestone was
reached. Usually, the party that initiated the project was responsible for
outlining the reporting requirements in the contract.

450 AIMS also reported project progress in its annual reports to
Government and its annual research team reports. Detail on these reporting
mechanisms is included in Chapter 5.

Conclusion

451 AIMS uses a range of sound project processes to manage its research
projects. These include project management plans, risk assessments,
contractual arrangements which defined its and its partners’ responsibilities,
financial management controls, and monitoring, review and reporting
mechanisms which reported against its project objectives. Where warranted by
the scale, length, cost and/or complexity of projects, AIMS would benefit from
documenting risk assessments for its co-investment projects.
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5. The Reporting of AIMS
Co-investment Research Projects

This chapter examines AIMS processes for reporting externally against its projects’
objectives. It also assesses how AIMS reports against project objectives at project
closure and provides assurance that its co-investment research is effective.

Introduction

5.1 The partners and stakeholders of government research agencies want to
be assured that projects are achieving their objectives and project deliverables
are to the standard detailed in research contracts, while Government holds
agencies to account for the use of resources in achieving outcomes.

5.2 The ANAO examined the processes AIMS uses to report externally to
partners, stakeholders, Government and Parliament during and at the
completion of projects.

External reporting

Reports to partners and stakeholders

5.3 AIMS and its co-investment partners report project progress and
performance to each other on a regular basis. As noted in Chapter 4, the
ANAO examined the reporting between AIMS and its stakeholders and
partners for the 28 ongoing projects in the audit sample and established that
the terms for this reporting are in contracts. The reports examined by the audit
team confirmed that the reports were produced in accordance with the terms
detailed in contracts

5.4 In addition, the review of seven completed projects in the audit sample
revealed that AIMS provides its final project reports to its co-investment
partners, and this includes information on its performance against project
objectives. AIMS also disseminates project information for the benefit of its
partners and stakeholders on its website, its partners’ websites, scientific
papers, public conferences, and media releases.

Reporting to Government and Parliament

5.5 AIMS reports its performance against its research objectives to
Government and Parliament in its annual reports against a range of
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performance indicators including science quality, enhancing scientific
relationships and effective use of resources. Also, under the previous Federal
Government'’s guidelines, AIMS was subject to a review> at the completion of
its funding agreement which measured its performance against its research
plan.

Annual report

5.6 The 2007-08,5 2006-07> and 2005-06> annual reports outlined AIMS
contribution to national research priority goals and included examples of
individual research projects contribution to the Government’s National
Research Priorities. Table 5.1 includes two examples from the projects in the
audit sample.

Table 5.1

Examples of co-investment projects contribution to Government’s
National Research Priorities

Example 1
Great Barrier Reef Water Quality Protection Plan
National Priority - Contribution to an environmentally sustainable Australia

‘The Great Barrier Reef Water Quality Protection Plan is a joint Commonwealth-Queensland
initiative to halt and reverse the decline of water quality in inshore sections of the GBR Marine
Park. In 2007-08, AIMS completed a third year of measuring water quality parameters and reef
health along the far northern Queensland coast to support this 10-year program with a solid
baseline against which to assess future change.”

5 Lapsing program reviews are defined as policy measures which Cabinet has not specified if funding is

ongoing or terminates.

% The Australian Institute of Marine Science, Annual Report 2007-08, 22 September 2008, p. 37, available

at <www.aims.gov.au/publications> [accessed 10 December 2008].

% The Australian Institute of Marine Science, Annual Report 2006-07, 17 September 2007, p. 35, available

at <www.aims.gov.au/publications> [accessed 10 December 2008].

% The Australian Institute of Marine Science, Annual Report 2005-06, 25 September 2006, p. 29, available

at <www.aims.gov.au/publications> [accessed 10 December 2008].
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Example 2
Great Barrier Reef Ocean Observing System (GBROOS)

National Priority - Contribution to an environmentally sustainable Australia and frontier
technologies for Australian industries

‘In 2007-08, AIMS started to roll out major infrastructure along the Great Barrier Reef to create
the backbone for the densest marine observing system in Australia. GBROOS will monitor
interactions between marginal oceanic waters in the Coral Sea basin and shallow waters over the
outer half of the continental shelf, making all of its observations freely available soon after
collection. This will provide all researchers with a broad scale physical context for their studies.”

Source: Extracts from AIMS 2007-08 Annual Report.

5.7 AIMS also reported against performance indicators that were agreed
between AIMS, the then Minister for Education, Science and Training and the
Minister for Finance as part of its funding agreements.” Performance
indicators are included at Appendix 4. AIMS reported against 16 indicators
across three broad themes. These themes were:

. new knowledge and collaborative research and development;

. research services, specialised consulting; and

J licensing, patents and start-ups.

5.8 AIMS, reporting against its performance indicators in its funding

agreement, described its project achievements and outlined the environmental,
social and economic benefits of its research. In addition, in its 2006-07 Annual
Report, AIMS described its achievement against its 2003-06 Research Plan,
including achievements against its research goals and major highlights.

Lapsing program review

5.9 As mentioned earlier, at the end of each funding agreement AIMS
performance was reviewed by the Government. AIMS 2003-06 funding
agreement was reviewed by an interdepartmental committee under a Lapsing
Program Review between July and September 2006 against terms of reference
agreed by the Minister for Finance.>® The review concluded that marine science
research conducted by AIMS is operating appropriately, efficiently and
effectively.

 ibid., p. 131.

% The Department of Finance and Deregulation discontinued Lapsing Program Reviews from 2007-08 and

replaced them with Strategic Reviews of selected programs.
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Project closure

Final project reports

510 At each project’s completion, AIMS produces and distributes a final
report to the Management Group, its partners and stakeholders. The ANAO
reviewed seven final project reports. Four of these reports involved AIMS
participation in CRC Reef projects. Final project reports for AIMS CRC Reef
projects included the goals of each project, achievements, outcomes (that is,
were the outcomes originally proposed produced), utilisation of findings
(scientific, environmental, social and economic) and lessons learned.

511 The other three final project reports which the ANAO examined
included the project’s methodology, the scientific results and discussion of the
scientific results. The ANAO noted that one final project report also outlined
the significance of the project’s findings for future AIMS research and detailed
what tasks may follow from the current project.

Post project review and evaluation

512  Research organisations can benefit from post project reviews and
evaluations. Benefits include assisting organisations to assess the:

. quality of project outputs;
. effectiveness of the management of the project; and
J outcomes achieved and/or benefits realised by the project.>

513 AIMS does not have a policy to conduct post project reviews of its
co-investment projects. A post project review is not always appropriate for
each project, particularly if projects are of low value and are unlikely to inform
or influence future research directions. However, the ANAO suggests that
AIMS consider providing guidance to its project managers on instances where
post project reviews may be desirable.®

514  Although AIMS does not conduct post project reviews, it produces
annual team reports which evaluate its research teams’ performance and

% ANAO, Management of Scientific Research and Development Projects in Commonwealth Agencies,

p. 49.

% Such guidance could be included in AIMS project management guidance suggested at paragraph 2.11.
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inform its strategy for future research.®! Figure 5.1 details the role of annual
team reports in evaluating AIMS project performance.

Figure 5.1

Role of annual team reports

Co-investment projects

i

Reporting to Management
Group and Council

A

Annual team reports

——Informs | Informs

A A
New project proposals Existing projects
Updates AIMS prqject plannlng for Updates
next financial year

Source: ANAO analysis of AIMS data.

515  Annual team reports provide AIMS management with a summary of
each research team’s performance and its contribution to the outcomes
identified in the Research Team Plan. Annual team reports include:

. achievement against project goals (including comment on the quality
of project outcomes);

. key factors influencing team performance; and

" Annual team reports evaluated the progress of continuing projects and the outcomes of completed

projects.
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. team highlights including the successful transfer of information to
research users.

516  The examination of AIMS 2007 annual team reports showed that in all
cases the achievement against each project’s milestones was summarised as
well as assessments of the outcomes of completed projects compared to what
was planned. The ANAO noted that in 2007-08, 92 per cent of AIMS project
milestones and objectives were being met on time and to the standard required
in contracts.®

Measuring research effectiveness

517 In order to continue to provide relevant, high quality research in
support of the protection of the tropical marine environment and maintain its
reputation at the forefront of marine science, AIMS must constantly measure
the effectiveness of its research performance. One method AIMS uses to
measure the effectiveness of its research is the reporting to Parliament against
the Government’s National Research Priorities described at paragraph 5.5. The
ANAO reviewed AIMS other methods for providing assurance that its
research is effective.

External expert reviews

518 AIMS commissioned external expert reviews of its research teams to
provide it with an independent, discipline-relevant assessment of its research
performance. Research performance was assessed by five separate external
peer review panels® over a period of 18 months spanning 2005-07. Criteria for
panel selection were:

. each panel had to include one international reviewer;

o reviewers were required to be independent from AIMS and its staff;
and

. reviewers needed to have a record of achievement in either publication

records, grant success or stakeholder engagement.

62 Information transfer included techniques, new industry protocols, manuals, products, practices,

instruments and processes that had been adopted by users in industry, government and the community.

®  The Australian Institute of Marine Science, Annual Report 2007-08, 22 September 2008, p. 63, available

at <www.aims.gov.au/publications> [accessed 10 December 2008].

% Each panel contained four reviewers.

ANAO Audit Report No.15 2008-09
The Australian Institute of Marine Science’s Management of its Co-investment Research Program

75



519 The assessment was conducted across five of the then six AIMS
research teams, and the panel assessed AIMS performance using an
internationally recognised rating scale. The results of the reviews were
favourable, with AIMS considered by the reviewers to have demonstrated a
strong performance in the key areas of science quality and user impact. Table
5.2 displays the ratings of each AIMS research team.

Table 5.2

External review ratings of AIMS Research Teams

Research Team Science Quality User Impact

Water Quality in the Great Barrier Reef World

X 3+ 4
Heritage Area
Tropical Aquaculture 4 4
Environmental Change and Impacts 3 3
Biomolecular Resource and Innovation N/A (a) N/A (a)
Biodiversity Assessment and Trends 5 4
Ratings 1 Weak 2 Tenable
3 Favourable 4 Strong 5 Benchmark
Source: AIMS Research Performance Assessments.
Note: (a) A rating was not given to the Bimolecular Resource and Innovation team even though the

expert panel commented favourably on its performance. The panel recommended the team be
combined with another research team in order for AIMS to take advantage of economies of scale.

520 The ANAOQO’s examination of each of the research team reports
concluded that the expert reviews used a consistent internationally recognised
methodology to assess each of AIMS research teams. This included terms of
reference which examined research quality, scientific impact and team
leadership of each team, and rated each project for science quality and user
impact. The ANAO considers that the consistent application of an international
methodology for scientific review provided AIMS with a sound basis to
ascertain its performance against scientific research standards.

Economic impact assessment

521 AIMS commissioned an external consultant in August 2006 to conduct
a study into the economic impacts of AIMS research. The study established
that the impact of AIMS research was its contribution to the preservation of
Australia’s iconic tropical marine ecosystems, most significantly the Great
Barrier Reef World Heritage Area (GBRWHA). The study found that even
ANAO Audit Report No.15 2008-09

The Australian Institute of Marine Science’s Management of its Co-Investment Research Program

76




The Reporting of AIMS Co-investment Research Projects

though most of AIMS research was predominately public good research, AIMS
did generate direct economic impacts. The key impacts identified in the study
were:

. expenditure effects associated with AIMS operations;

J benefits from better informed GBRWHA management policy;

. contributions to the future of the tourism sector in the GBRWHA;

. contributions to the development of the Western Australian offshore

gas industry;

. contributions to fisheries and aquaculture industry development;
J contributions to the mining sector performance;

. biomolecular research sector development; and

. direct commercialisation of AIMS technology.

5.22 The report estimated that by 2020 AIMS would be generating
$53 million in real private consumption in Australia. The study concluded that:

while the complete value of AIMS research could not be fully captured in
purely economic terms, public good focused research such as that conducted
by AIMS had the potential to generate dramatic regional economic benefits
and, at the national level, economic benefits for Australia well in excess of its
costs.®

5.23 The commissioning of the above report helped to inform AIMS, its
partners and stakeholders about its economic impact. Two economic
modelling scenarios were developed by the reviewers to draw conclusions
regarding AIMS economic impact. Limitations associated with the modelling
scenarios were declared in the report. The methodology underpinning the
development of the scenarios was a recognised economic forecasting
methodology. The reviewers included a major caveat in the report which was
its inability to describe AIMS contribution to the preservation of tropical
marine ecosystems in economic terms. Appropriately, AIMS acknowledged
that these constraints restricted it in estimating all of its expenditure and
investment effects.

% Insight Economics Pty Ltd, Marine Imprint: the crucial impact of 33 years of AIMS research in the public

interest, Melbourne, August 2006, p. 3, available from <www.aims.gov.au/source/about/corporate/aims-
impact.pdf> [accessed 10 December 2008].
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Conclusion

5.24  AIMS external reporting against its project’s objectives to its partners,
stakeholders Government and Parliament assists it to assess the quality,
efficiency and effectiveness of its research. Also, at project closure, final project
reports allow it to draw conclusions about the effectiveness of each project and
whether it met the expectations of partners and stakeholders.

5.25  Another method AIMS uses to measure the effectiveness of its research
is its engagement of expert panels to conduct reviews of its research. The
consistent application of an international methodology for scientific review
through this process provides AIMS with a sound basis to ascertain its
performance against scientific research standards.

= T

Ian McPhee Canberra ACT
Auditor-General 18 December 2008
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Appendix 1:  AIMS Full Response to this Audit

/4

i 3 MR e
' - ALISTRALIAN INSTITUTE R f
TOWMNSVILLE DARWIN PERTH
Australian Government OF MARINE SCIENCE

| December 2008

Mr Matt Cahill

Group Executive Director
Performance Audit Services Group
Australian Mational Audit Office
GPO Box 707

Canberra ACT 2601

Re. ANAQ performance audit - The Australian Institute of Marine Science’s Management of its Co-
investment Research Program

Dear Matt

Thankyou for the copy of the proposed ANAC audit report for the performance audit - The Australian
Institute of Marine Sdence's Management of its Co-investment Research Program’.

AlMS welcomes the AMAC performance audit and acknowledge the AMAC's overall conclusion that the
AlMS administration of its co-investment research program is effective.  AIMS accepts the two AMAO
recommendations. AIMS strives to ensure a culture of continuous improvement and this report provides
useful input to help improve AIMS management systems.

AlMS thanks the AMAO for undertaking the audit as it has identified specific improvement opportunities
that will be implemented over the next twelve months. Some have already commenced and action plans,
with clear implementation timelines, are currently being developed for the other improvements identified in
the report.

AIMS’ response is provided at Attachment |

Tours sincerely,

G RS

Dr lan Poiner
CEQ
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. AIMS Summary

AIMS welcomes the AMAD performance audit and acknowledge the AMACS overall conclusion that the
AIMS administration of its co-investment research program is effective.  AIMS accepts the two AMNAC
recommendations. AIMS strives to ensure a culture of continuous improvement and this report provides
useful input to the improvement of the management systems that support AIMS research. The audit
identified specific improvement opportunities, all of which can be implemented over the next twelve
months.  Some have already commenced and action plans, with clear implementation timelines, are
currently being developed for the athers.

Cwer the last 10 years AIMS has undergone considerable changs and more recently significant growth of its
external sourced research funding. A direct result of these changes has been a significant increase in
project complexity. Aspects such as financial structures, collaboration partnerships, intellectual property
ownership and others have all increased in complexity. Furthermore as AIMS leverages its government
appropriation funding to increasing levels, it is important that it makes appropriate collaboration decisions
to maximise the impact of its research. AIMS has been making significant changes to its systems and
processes to keep them aligned with the changing needs of the organisation, however it does recognise that
not all have kept pace. In some areas less formal processes may have historically been appropriate but now
require a more formal and documented approach. Furthermore the complexity of the current operating
environment does necessitate improved decision making risk management practices and AIMS will be
adopting these as a matter of priority.

AIMS thank the AMAOC for undertaking the audit which was completed in an inclusive and professional
manner. The lessons learnt from the aodit will greatly assist AIMS as it responds to the challenge of
meeting its stakeholder's needs and achieving 1ts mission to generate and transfer the knowledge to
support the sustainable use and protection of the marine enviromment through innovative, world-class
scientific and technological research.

2. AIMS Detailed Response
The following is AIMS response to the audit report and to the two AMAOC recommendations.

Chapter 1. Support for Project Management

AlMS agrees that there would be benefits from creating improved project management guidelines that are
more easily accessible to project managers. AIMS is moving from being a relatively small organisation
where retained corporate knowledge is sufficient to achieving uniform outcomes to one with increasingly
larger and more complex projects. VWe agree that there is now the need to move to more formal
processes in this area and currently have two initiatives in progress to achieve this objective. AIMS is
redesigning its project management processes (from idea to completion) and plans to upgrade its key
corporate systems in 2009, Part of this upgrade will be to implement an intranet based project
management methodology.
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Appendix 1

Chapter 3. The Approval of AIMS Co-investment Research Projects
AlMS accepts the AMAO recommendation Mo. |-

Paragraph 3.33 “The ANAQ recommends that, in order to improve the transparency of its reasons for approving
projects, and to provide assurance that it is approving projects which are fikely to provide the greatest value, AIMS
assess projects approvied by the CEQ against the same eriteria used by the Council”.

AlMS research plan and its strategic research directions provide the framework against which research
projects are developed. This framework and information required in project proposals are part of the
research culture within AIMS and provide a mechanism to judge the value of proposed research. However
AlMS recognises that utilising 2 more formal summary of the approvals system will aid transparency and
dlso provide a much improved historical record and retained corporate knowledge. AIMS is therefore
currently implementing an improved approval system for all projects, including those that are approved by
the AIMS Council. Furthermore co-investment is critical for AIMS to deliver its research outputs and the
organisation needs to carefully consider co-funding opportunities in the context of its appropriation
funding. This is a complex balance between securing funds versus retaining flexibility to respond to future
opportunities. ¥vith its appropriation budget currently fully allocated optimising this balance will provide
the maximum scientific outputs.

Chapter 4. The Management of AIMS Co-investment Research Projects
AlMS accepts the AMAO recommendation Mo. 2:

Paragraph 4.16 “The ANAQ recommends that, in order to effectively identify, assess, monitor and review project
risks, AIMS document risk assessments where the scale, length, costs andlor comblexity of co-investment project
warranis .

AlMS agrees with the recommendation to improve how it assesses the risks for each project. AlIMS has
commenced adopting the approach it used to assess the Scott Reef Research Project on all new projects.
This approach is recognised by the AMAOC as being best practice and it will be progressively applied
commencing with new large projects and moving to small projects in 2009. At the same time processes to
more formally assess risks during the implementation and completion phases will also be adopted.

Chapter 3. The Reporting of AlMS Co-investment Research Projects

AlMS is committed to the communication and use of its research outputs and pleased to see that the
AMAOC views our processes as effective.
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Appendix 2: Relationships between Research Teams,
KRAs and Strategic Directions

Strategic Direction
1

Strategic Direction
2

Strategic Direction
3

Key Result Area

Understanding  tropical
marine ecosystems and
processes

Understanding the effects
of global environmental
changes upon tropical
marine systems

Supporting the sustainable
development  of  tropical
marine based industries

1.1 Assessments of tropical
marine biodiversity

1,5

1,5

1.2 Accurate and timely
information on issues and
threats to coral reefs

1,5

1,5

1.3 Sustainable  tropical
aquaculture

1.4 Sustainable supply of
bioresources

2.1 Human impacts on tropical
water quality and ecosystem
health

2.2 Tropical marine ecosystem
processes and land-sea
interactions

3.1 Marine climate history of
northern Australia

3.2 Resilience and risk
mapping in space and time

3.3 Ecological responses to
climate change

3.4 Ocean observing systems
to monitor the physical
environment

4.1 Understand and predict the
responses of reef symbioses to
environmental change

4.2 Understand the role of
microbes in the functioning of
healthy and stressed reefs

Research Team 1. Exploring Marine Biodiversity
Research Team 2. Measuring Water Quality and Ecosystem Health
Research Team 3. Responding to Climate Change
Research Team 4. Understanding Marine Microbes and Symbioses

Research Team 5. Supporting Sustainable Use of Marine Biodiversity
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Appendix 3: AIMS External Funding Business Model

The following external funding model was endorsed by the AIMS Council
in June 2005.

AIMS Business Environment

The key driver of AIMS business is providing the scientific underpinning to
enable ecologically sustainable development of Australia’s tropical marine
resources, and terrestrial resources to the extent they are influenced by the
ocean. The reasons for AIMS existence include:

e the commercial imperatives of marine-based industries (such as tourism,
oil and gas, aquaculture) and ocean-influenced terrestrial industries (such
as agriculture and mining); and

e marine policy and management requirements of local, state, and
commonwealth and international government bodies.

Australia is the custodian of one of the largest marine jurisdictions in the
world. Extending from the high tropics to the Antarctic, this unique territory
offers us a plethora of economic and recreational opportunities. Australia also
has obligations under a range of international conventions and agreements
regarding global warming, and the use and conservation of marine and coastal
environments and their biodiversity.

Against this background, AIMS current markets can be summarised as follows:

* Agriculture and Mining (and other terrestrial impacts)

* Aquaculture - Australian Domestic, Overseas Domestic, Services

+ Climate change/Greenhouse

+ Coastal Zone Management

* Defence & Maritime Operations

+ New biochemicals from Australia’s marine biodiversity.

+ Oil & Gas - licence to operate

* Tourism - licence to operate

* Regional Marine Management including World Heritage Areas eg
GBRWHA
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Business Model

AIMS dominant business domain is co-investment. The strategy involves the
formation of joint ventures with research partners and clients for the purpose
of delivering science outputs into the markets in which AIMS operates. In this
way AIMS can focus on the current and future needs of its customers and
stakeholders as well as making contributions to science and to Australia's
economic prospects.

The benefits to AIMS from co-investing include:

¢ Increased revenue — AIMS receives revenue from its partners and/or from
its co-investment partnerships. The amount and nature of the revenue
earned by AIMS may differ depending on the type of transaction or the
level of services provided by AIMS to the partner or partnership.

e ‘"Leverage" - invested AIMS resources promote AIMS brand and increase
its market share. Through joint ventures, AIMS is able to do and develop
more science than it would be able to do on its own.

e Increased capability by obtaining the participation of partners with
capabilities AIMS does not have but wish to acquire. Partners are often
knowledgeable and sophisticated in areas of science that AIMS wish to
develop.

e Enhanced generation of knowledge/IP (intellectual assets) by being able to
tap into a broader base of knowledge.

o Strategic science — AIMS is able to do strategic science that no one group is
either willing or able to fund.

The benefits from co-investing with AIMS include the following:

+ Strong alignment of interests — AIMS seeks to align the economic and
strategic interests of the partners. AIMS accomplish this through careful
selection of potential partners and areas of activity. Importantly, AIMS
generally invests significant capability (people, infrastructure, dollars and
networks) alongside its partners in a project.

e AIMSis a good partner — AIMS has a good record of open, fair and honest
dealings with its partners, and encourages open lines of communication
and benefit sharing from the science.
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¢ AIMSis a Publicly Funded Research Agency (PFRA) and is subject to
regulation governing its organisation and behaviour. This ensures it
provides independent honest advice

e AIMS possesses the financial strength to honour its obligations.

¢ AIMS s an expert in what it offers to each of the markets in which it
operates.

By continuing to develop a long term engagements with the clients in its
markets and the funding agencies supporting them, AIMS will increase its
ability to generate a higher percentage of external revenue to contribute to its
growth. The most effective business model to achieve this is a co-investment
funding model targeted at strategic science.
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Appendix 4: AIMS Government Performance Indicators
KEY PERFORMANCE | MEASURE/INDICATOR Frequency
GOALS
Science quality
Scientific Transfer new knowledge | Number of peer reviewed scientific | Annual
publications generated by AIMS and publications reported quarterly
its collaborators through against previous year
high quality scientific
publications in high Trend in publication level
impact journals and
relevant user-focused
publications.
Citation analysis Ongoing improvement in | Retrospective citation analysis 5 yearly
the quality and impact of | using Science Citation Index
AIMS journal
publications
Increase science Increase in number of Number of research scientists and | Annual
capacity post-doc positions. postdocs
Target is annual average
of 10 FTEs (by 2009)
External Ongoing improvement of | Expert review of the quality and Within
assessment and AIMS research impact of AIMS Research quadrennium
review performance. Performance
Enhancing
impact/
relationships
Joint ventures Enhance impact and Joint ventures and current status Annual
research capacity through
co-investment in research
Leverage through | Maintain and focus AIMS | Collaborations (collaborative Annual
collaboration collaborative approach to | research projects) and significant
research outputs
Number of collaborations and
percentage of research papers from
collaborations
Enhance Contribution to teaching Students, completions and Annual

Australia’s future
capabilities in
marine science

significant outputs reported
quarterly

Number of jointly supervised
postgraduate students (PhD and
Masters, with trend)
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Appendix 4

KEY PERFORMANCE | MEASURE/INDICATOR Frequency
GOALS
Number of internships and
undergraduates (with trend).
Effective use of
resources
Project Timely delivery of project | Percentage of milestones Annual
management milestones completed on time
Operational Improve efficiency of Number of continuous Annual
efficiency (providing) key support improvement projects completed
Strategic alliances | Enhance research delivery | Strategic alliances and current Annual
by the development and status
maintenance of alliances
with organisations that
complement AIMS skills
and infrastructure.
Organisational
growth
Increase revenue Increase revenue to Trend in total revenue reported Annual
support investment in annually.
AIMS research.
Enhance core Attract and retain key Report examples of actions taken Annual
capabilities ‘talent’ through staff and improvements achieved.
satisfaction.
Develop staff Seek improvements to Report examples of actions taken Annual
integration of staff and improvements achieved.
training into organisations
goals
Technology
diffusion
Transfer to users Enhance user uptake of Practices, instruments and Annual
AIMS research processes developed by AIMS that
have been adopted by users in
industry, government and the
community.
Funding mix / Enhance engagement with | External earnings reported against | Annual
Source of revenue | industry previous year
Trend in external earnings and
source of funds
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KEY PERFORMANCE | MEASURE/INDICATOR Frequency
GOALS

Health, Safety

and

Environmental

Performance

Safety index Improved safety culture Report against indicators and Annual

provide examples of improvements

Reduce Ongoing improvements to | Report examples of actions taken Annual

environmental AIMS operations to and improvements achieved.

footprint reduce our environmental

footprint.

ANAO Audit Report No.15 2008-09
The Australian Institute of Marine Science’s Management of its Co-investment Research Program

90




Index

A

Application for external funding, 38, 53,
57

Approval, 6, 14-18, 35, 37-40, 44,
46-55, 60, 63, 65

Assessment, 14-15, 17-19, 21, 35, 37,
39, 48, 51, 56, 58, 60-61, 69,
75-76, 84, 88

C

Chair of Council, 8, 17-18, 27, 49-51,
53-54, 60-61

Chief Executive Officer, 7-8, 17, 21,
27, 49-50, 53-55, 68

Co-investment, 1, 3, 6, 8, 14-19, 21,
25, 27-35, 37-42, 44-51, 53 —-63,
65-66, 69-71, 73, 86—88

Co-investment entity, 6, 8, 16, 18,
44-46, 50-51, 54, 60, 63

Commercial Services Group, 7, 40—41,
43, 50

Contracting, 14, 18, 32, 37—41, 45, 48,
50-51, 56-58, 60-65, 67, 69-70,
75, 95

Cooperative Research Centre, 7, 28,
73

Council, 7-8, 16-18, 21, 26, 34, 40,
49, 50-51, 53-55, 60-61, 66-68, 85

Criteria, 17, 21, 25, 34, 38, 40, 49, 53,
54-55, 58-59, 65, 69
G

Great Barrier Reef, 7, 13, 25, 45, 71,
72,76

Guidance, 6, 15-16, 3741, 43, 58, 66,
73
|

Information systems, 14, 16, 35, 39,
41-43

Management Group, 8-9, 16, 18-19,
27, 37,40, 42, 50, 67-68, 73

Milestone, 8, 16, 18, 42, 57, 61-63,
65-69, 75, 89

(0

Objectives, 8, 9, 13—14, 17, 19, 25, 29,
32, 34-35, 37-39, 42, 44, 48-49,
55, 57-60, 66-70, 75, 78

P

Partners, 8-9, 14-19, 28, 30-32,
34-35, 42, 44-45, 48-51, 56-57,
62—-66, 68-70, 73, 7778, 86

Plans, 7-9, 13, 15, 17, 19, 28-29, 33,
38, 3940, 45, 49, 53, 55-58, 60,
63, 67,69, 71, 74

Policy, 6, 9, 14-16, 18-19, 33, 35,
37-40, 43, 45, 48-49, 56, 58, 64,
66, 71, 73,77, 85

Proposals, 6, 17, 38, 39, 44-49,
51-52, 54-58, 60-61, 65
R

Reporting, 34, 6, 9, 14-16, 18-19, 26,
33-36, 3840, 42, 56, 60—61, 63-78

Research Directorate, 40—43, 48

Research plan, 8, 13, 28, 29, 45, 49,
53-55, 58, 63, 68, 71-72

Review, 6, 9, 14, 16, 18-19, 21, 28,
33-35, 3841, 56, 58, 61, 65,
67-78, 88

Risk, 6, 9, 15, 17, 20-21, 30-31,
37-40, 49, 51, 56, 58-64, 69, 84
S

Stakeholders, 9, 16-17, 19, 28, 44,
48-50, 56, 70, 73, 77-78, 86

Strategic Directions, 13, 25, 30, 84
Strategic Science Team, 7, 16, 50
T

Templates, 6, 15, 3740, 43
Training, 37, 42—43, 45, 72, 89

ANAO Audit Report No.15 2008-09

The Australian Institute of Marine Science’s Management of its Co-investment Research Program

91



Series Titles

ANAO Audit Report No.1 2008-09
Employment and Management of Locally Engaged Staff
Department of Foreign Affairs and Trade

ANAO Audit Report No.2 2008-09
Tourism Australia

ANAO Audit Report No.3 2008-09

Establishment and Management of the Communications Fund
Department of Broadband, Communications and the Digital Economy
Department of Finance and Deregulation

ANAO Audit Report No.4 2008-09

The Business Partnership Agreement between the Department of Education,
Employment and Workplace Relations (DEEWR) and Centrelink
Department of Education, Employment and Workplace Relations

Centrelink

ANAO Audit Report No.5 2008—09
The Senate Order for Departmental and Agency Contracts (Calendar Year 2007
Compliance)

ANAO Audit Report No.6 2008-09
lllegal, Unreported and Unregulated Fishing in the Southern Ocean
Australian Customs Service

ANAO Audit Report No.7 2008-09
Centrelink’s Tip-off System
Centrelink

ANAO Audit Report No.8 2008-09
National Marine Unit
Australian Customs Service

ANAO Report No.9 2008-09
Defence Materiel Organisation—Major Projects Report 2007—08

ANAO Audit Report No.10 2008-09
Administration of the Textile, Clothing and Footwear Post-2005 (SIP) Scheme
Department of Innovation, Industry, Science and Research

ANAO Audit Report No.11 2008-09

Disability Employment Services

Department of Families, Housing, Community Services and Indigenous Affairs
Department of Education, Employment and Workplace Relations
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Series Titles

ANAO Audit Report No.12 2008-09
Active After-school Communities Program
Australian Sports Commission

ANAO Audit Report No.13 2008-09

Government Agencies’ Management of their Websites
Australian Bureau of Statistics

Department of Agriculture, Fisheries and Forestry
Department of Foreign Affairs and Trade

ANAO Audit Report No.14 2008-09
Audits of the Financial Statements of Australian Government Agencies for the Period
Ended June 2008
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Current Better Practice Guides

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

Developing and Managing Internal Budgets June 2008
Agency Management of Parliamentary Workflow May 2008
Public Sector Internal Audit

An Investment in Assurance and Business Improvement Sep 2007

Fairness and Transparency in Purchasing Decisions

Probity in Australian Government Procurement Aug 2007
Administering Regulation Mar 2007
Developing and Managing Contracts

Getting the Right Outcome, Paying the Right Price Feb 2007
Implementation of Programme and Policy Initiatives:

Making implementation matter Oct 2006
Legal Services Arrangements in Australian Government Agencies Aug 2006
Preparation of Financial Statements by Public Sector Entities Apr 2006
Administration of Fringe Benefits Tax Feb 2006

User—Friendly Forms
Key Principles and Practices to Effectively Design

and Communicate Australian Government Forms Jan 2006
Public Sector Audit Committees Feb 2005
Fraud Control in Australian Government Agencies Aug 2004
Security and Control Update for SAP R/3 June 2004
Better Practice in Annual Performance Reporting Apr 2004
Management of Scientific Research and Development

Projects in Commonwealth Agencies Dec 2003
Public Sector Governance July 2003
Goods and Services Tax (GST) Administration May 2003
Building Capability—A framework for managing

learning and development in the APS Apr 2003
Administration of Grants May 2002

ANAO Audit Report No.15 2008-09
The Australian Institute of Marine Science’s Management of its Co-investment Research Program

94



Current Better Practice Guides

Performance Information in Portfolio Budget Statements May 2002
Some Better Practice Principles for Developing

Policy Advice Nov 2001
Rehabilitation: Managing Return to Work June 2001
Business Continuity Management Jan 2000
Building a Better Financial Management Framework Nov 1999
Building Better Financial Management Support Nov 1999
Commonwealth Agency Energy Management June 1999
Security and Control for SAP R/3 Oct 1998
Controlling Performance and Outcomes Dec 1997

Protective Security Principles
(in Audit Report No.21 1997-98) Dec 1997
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