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Canberra   ACT
1 June 2001

Dear Madam President
Dear Mr Speaker

The Australian National Audit Office has undertaken a
performance audit in the Department of Agriculture, Fisheries
and Forestry and the Department of the Environment and
Heritage in accordance with the authority contained in the
Auditor-General Act 1997.  I present this report of this audit, and
the accompanying brochure, to the Parliament.  The report is
titled Performance Information for Commonwealth Financial
Assistance under the Natural Heritage Trust.

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

Yours sincerely

P. J. Barrett
Auditor-General

The Honourable the President of the Senate
The Honourable the Speaker of the House of Representatives
Parliament House
Canberra   ACT
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AUDITING FOR AUSTRALIA

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

Auditor-General reports are available from
Government Info Shops. Recent titles are
shown at the back of this report.

For further information contact:
The Publications Manager
Australian National Audit Office
GPO Box 707
Canberra ACT 2601

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

ANAO audit reports and information
about the ANAO are available at our
internet address:

http://www.anao.gov.au

Audit Team
Peter McVay

Catherine Hughes

Mike Lewis

http://www.anao.gov.au

Audit Team
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Abbreviations/Glossary

AFFA Department of Agriculture, Fisheries and Forestry.

AGS Australian Government Solicitor.

ANAO Australian National Audit Office.

catchment The area of land from which rainwater or melted snow
drains into a stream, pond, lake or reservoir.

devolved
grants Grants made to project proponents through

intermediary organisations.

ESD Ecologically Sustainable Development.

Environment
Australia Department of Environment and Heritage.

inputs Physical and financial resources required to produce
outputs.

JCPAA Joint Committee of Public Accounts and Audit.

milestone An interim stage in the measurement of performance.

MOU Memoranda of Understanding.  The foundation of the
Coast and Clean Seas Initiative are tripartite
Memoranda of Understanding between the
Commonwealth, each State and the Northern Territory,
and the relevant local government association.

NHT Natural Heritage Trust.

NHT Annual
Report The joint annual report on the effectiveness of the

administration of the NHT as required by the Act.

NLWRA National Land and Water Resources Audit.  Funded
through the NHT.

One-Stop-Shop Brings together 10 programs funded through the NHT.
These programs share a single application form and
assessment process.

Abbreviations/Glossary
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outputs The goods and services produced by agencies on behalf
of Government for external organisations or individuals
to meet planned outcomes.  Outputs include goods and
services produced for other areas of Government
external to the agency.

outcomes Results, impacts or consequences of actions by the
Commonwealth on the Australian community.  Planned
outcomes are the results or impacts that the Government
plans to achieve.  Actual outcomes are the results or
impacts actually achieved.

Partnership
Agreements Individual partnership agreements between the

Commonwealth and each State/Territory are the formal
administrative mechanism for the operation of the
Natural Heritage Trust.

performance
indicators Provide a means to measure how well an agency has

performed in meeting objectives or achieving outputs
and outcomes.  Performance indicators are not always
an exact measure of achievement, but rather provide
an indication of agency performance.

SOE State of the Environment.

targets Quantifiable level of performance an agency wishes to
achieve within a specified timeframe.

the Act Natural Heritage Trust of Australia Act 1997.
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Summary

Background
1. The Natural Heritage Trust (NHT) is authorised under the Natural
Heritage Trust of Australia Act 1997 (the Act).  Currently, the NHT consists
of a suite of 23 environmental and natural resource management
programs.  A Ministerial Board comprising the Minister for the
Environment and Heritage and the Minister for Agriculture, Fisheries
and Forestry is constituted under the Act.  The Board is responsible for,
among other things, monitoring the effectiveness of the administration
of the Act in terms of achieving program objectives.  The NHT is
administered by the Departments of Environment and Heritage, and
Agriculture, Fisheries and Forestry.  Total funding set aside is currently
some $1.5 billion over the period 1996–97 to 2001–02.

2. The goal of the NHT is to ‘stimulate activities in the national interest
to achieve the conservation, sustainable use and repair of Australia’s natural
environment’.  The objectives are to:

• provide a framework for strategic capital investment to stimulate
additional investment in the natural environment;

• achieve complementary environment protection, natural resource
management and sustainable agriculture outcomes consistent with
agreed national strategies; and

• provide a framework for cooperative partnerships between
communities, industry and all levels of government.

3. To date, some $1.1 billion has been allocated to 9877 projects
involving eligible proponents including State and Territory agencies, local
government and non-government bodies.  Performance information is
important as it provides the basis for measuring and assessing whether a
program is performing to expectations.  International experience
highlights some of the challenges as well as the potential for improvement.

The purpose of the audit
4. The audit objective was to examine and report on:

• the performance information used to support the administration of
$1.5 billion in Commonwealth financial assistance under the Natural
Heritage Trust; and

• compliance with legislative requirements for performance monitoring
and reporting.

Summary

Background

The purpose of the audit
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Overall conclusions

Design, management and reporting of performance
information for the NHT
5. The performance information used to support the administration
of $1.5 billion in Commonwealth financial assistance under the NHT had
strong design features but significant management and reporting
challenges.  A key issue was the absence of a finalised core set of
performance indicators.  The extent of the challenges is outlined in the
following sections, as well as in more detail in the body of the report.
While the administering agencies (that is, the Commonwealth
Departments of Agriculture, Fisheries and Forestry, and Environment
and Heritage) have made substantial efforts to fully comply with the
provisions of general public sector and NHT specific requirements under
various Acts, this remains an area requiring further attention.  This is an
issue that has been acknowledged by the administering agencies.  The
ANAO recognises that the development of quality performance
information is an iterative process.  Therefore, in shaping the future
direction of environmental and natural resource management programs,
the administering agencies should draw further on the lessons learned
from the experiences of the NHT, as well as on the principles and practices
outlined in this audit including, in particular, the implementation of
intermediate outcomes as a practical approach to determining credible
and measurable performance indicators as a means of making real progress
toward the high level outcomes required.

The design of performance information for the NHT
6. Overall, the draft design of performance information for the NHT
was comprehensive and took into account better practice principles in
important design areas.  Some of the key lessons learned and better
practice principles from past experiences in natural resource management
and environment programs were used as the basis for NHT performance
information.  The ANAO recognises that determining suitable
performance information can be technically difficult when measuring
change in environmental conditions.  This is because there are substantial
timelags between an action (such as revegetation in a catchment) and the
result expected (for example, increased biodiversity and/or reductions
in the level of the water table to control salinity).  The absence of baseline
data on environmental condition in much of Australia has also been a
major constraint on measuring and reporting on changes and trends in
natural resource management and the environment.  The finalisation of
the Partnership Agreements was a considerable achievement within a
challenging operating environment.  The performance indicators for the
NHT, along with the overall monitoring and evaluation strategy, were

Overall conclusions
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to be further refined after the Partnership Agreements were signed by
the Prime Minister, Premiers, Chief Ministers and responsible
Commonwealth and State/Territory Ministers in 1997.

7. The draft performance indicators were developed using expert
advice as appropriate to ensure that the progress against program
objectives could be measured.  The draft performance information
framework directly related to clearly stated objectives and strategies;
was balanced in relation to the use of inputs and achievement of outputs
and outcomes; and contained a mix of qualitative and quantitative
information.  The most significant shortcomings were the absence of a
finalised core set of indicators to assist in motivating behaviour towards
the achievement of desired outcomes and to build suitable information
on trends over time, and the absence of an agreed position on resourcing
prior to the commencement of the NHT.  Appropriate targets and
benchmarks would have assisted this process but were not included due
to the limited availability of baseline data at the commencement of the
NHT.

The management of performance information
8. Implementation of the performance information system has fallen
substantially short of what was originally intended largely because of
the absence of agreement on funding.  There is significant variation in
the approach to the management of performance information across
States/Territories.  An ongoing challenge is that performance data is based
on a mix of actual and anticipated results, rather than on actual results
achieved.  This can distort the performance assessment obtained.  While
the Mid-Term Review provided a snapshot of on-ground monitoring and
validation of projects at a particular point in time, the ANAO considers
that there is a need for ongoing, systematic validation for continuous
improvement.  It is noted that in December 2000, the Natural Heritage
Ministerial Board agreed that validation should be an element of the
monitoring and evaluation strategy for the remaining period of the NHT.

9. The ANAO notes that the Mid-Term Review, the major evaluation
of the NHT, was fair and balanced and provided a reasonable basis for
management improvement at the time.  However, at present, there is an
absence of quantifiable progress against the Partnership Agreements and
few, if any, trends in economic, social and environmental condition
included in the NHT Annual Report although this was the intention of
the Prime Minister, Premiers, Commonwealth and State/Territory
Ministers in signing the Partnership Agreements.  While recognising the
gaps in scientific information, the challenges of the partnership approach
and the efforts being made by agencies administering the NHT, this type
of information should be a high priority for the remaining period of the
NHT and should also be a focus for the development of future programs.

Summary
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10. An ongoing challenge has been the absence of an integrated
national database to manage the program from application through to
project acquittal.  While there is a management information system shared
by the Commonwealth agencies, the States/Territories are not included,
resulting in inevitable variation and lack of consistency for management
purposes.

11. The application of intermediate outcome measures could have
assisted agencies to better demonstrate actual progress achieved and
assist in the management of strategic risks such as continuing high rates
of land clearing and constraints on the adoption of better practice
sustainable agriculture.  Such risks are very substantial and have the
potential to undermine the effectiveness of efforts made under the NHT
by all levels of government and the community if not handled in a
systematic manner.

12. The National Action Plan for Salinity and Water Quality aims to
address many of the problems identified in Audit Report No.36 1996–97,
Commonwealth Natural Resource Management and Environment Programs,
which remain outstanding challenges for the NHT.  A strong commitment
and resourcing by all parties will be required if these ongoing problems
are to be adequately addressed.

Reporting and accountability
13. Three NHT Annual Reports have been prepared for the Parliament
as required under the Act.  The Act states that the Minister for
Environment and Heritage (assisted by the Minister for Agriculture,
Fisheries and Forestry) must,

as soon as practicable after the end of 30 June in each year, cause to be
prepared an annual report … on the effectiveness of the administration
of the Act during the financial year ended on that date in achieving
the outcomes sought in agreements entered into under [the Act].

While there are other sources of performance information such as
departmental annual reports and the NHT website, the NHT Annual
Report is the principal accountability mechanism for the NHT as a whole.
It is the NHT Annual Report that primarily demonstrates accountability
to Parliament in relation to the Act.

14. The report has been consistent in its format over time and provides
some broad information on achievements.  Producing a consistent report
has been a particular challenge for the Commonwealth, given the variation
in State/Territory reporting and delays in project completions.  This has
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meant that NHT Annual Reports do not allow for systematic comparison
over time or across States/Territories.  A stronger leadership role and
guidance from the Commonwealth in this area could have assisted in
improving the quality and depth of the overall reporting to Parliament
on the achievements (or otherwise) of the NHT.

15. Accuracy has been an issue for output data.  The administering
agencies have acknowledged that output numbers are not robust, and
that data reported reflects the total project area potentially influenced
by changed management practice rather than actual areas treated.  In
addition, there is little reporting on trends, or quantification of substantial
changes, in terms of the conservation, sustainable use and repair of
Australia’s natural environment at the catchment, State/Territory or
national levels.  For example, major risks (such as the continued high
rate of land clearing in some States/Territories) and outstanding
challenges (such as the declining application of conservation practices on
farms despite increasing levels of Landcare membership and participation
overall) and how these are being addressed are not discussed in the
NHT Annual Report.

16. While the timeframe and scale of some projects (including the
relative contributions of the Commonwealth and the States/Territories)
can make it difficult to be definitive as to what has been achieved by the
NHT, better use of intermediate outcomes could allow program managers
to make some assessment of actual progress towards the achievement of
program goals.  It is very difficult to make an informed decision as to
the effectiveness of the NHT programs overall.  While the administering
agencies have made substantial efforts to fully comply with the monitoring
and reporting provisions of general public sector and NHT specific
requirements under various Acts, this remains an area requiring further
attention.  The administering agencies acknowledge that improvements
towards best practice standards of monitoring, evaluation and reporting
are possible and advise that this is being addressed through the December
2000 monitoring and evaluation strategy.

Administering agencies’ response
17. The Department of Environment and Heritage and the
Department of Agriculture, Fisheries and Forestry consider the audit
report to be a balanced document which recognises NHT performance
reporting to be a difficult process and also acknowledges the
Government’s efforts and initiatives in improving this area of NHT
administration.

Summary

Administering agencies’ response
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18. The administering agencies consider that the audit report provides
practical assistance to agencies through inclusion of examples of
performance information.  The administering agencies consider that the
recommendations in the audit report recognise the specific circumstances
of the NHT, such as the existence of substantial timelags between
intervention and planned results, as well as the scarcity of baseline data
on much of Australia’s environmental and natural resource condition.
The administering agencies agreed to each of the six recommendations.
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Key Findings

The Design of NHT Performance Information
(Chapter 2)

Context and strategies
19. To be of most benefit, NHT performance information should be
relevant to the objectives of the program, the strategies employed, the
operating environment and the relationship with broader organisational
goals.  Context and strategies are important for defining the challenges
and risks to be tackled as well as the opportunities to be achieved.  The
Act provides the context for the NHT and in particular a sense of urgency,
for example, in relation to reversing the decline in Australia’s natural
environment.  In terms of strategies to meet the requirements of the Act,
the administering agencies, on behalf of Ministers, developed Partnership
Agreements with the States/Territories (for One-Stop-Shop Programs)
and Memoranda of Understanding (MOU’s) with the States and the
Northern Territory and local government under the Coasts and Clean
Seas Initiative.  The sense of urgency set by the Parliament in the
legislation was also reflected in the Partnership Agreements and through
the emphasis given to matters such as on-ground works, rather than, for
example, longer term research and development within the NHT program
guidelines.

20. At the time of Audit Report No.36 1996–97, Commonwealth Natural
Resource Management and Environment Programs, which addresses issues
relevant to the NHT, the ANAO highlighted the importance of
administering agencies implementing the Partnership Agreements as soon
as possible.  These were all in place by October 1997.  Given the often
contentious nature of Commonwealth-State negotiations, and risks to
program objectives from delays in their introduction, this was a
considerable achievement.

21. However, the MOU’s for the Coasts and Clean Seas Initiative were
not all in place until September 1998.  As a consequence, projects that
were approved and announced in the first year of the program did not
receive any funds for over nine months.  This led to delays in funding
and/or the commencement of projects.  In terms of performance
information, it would have been preferable for the project approval
process to have been linked more closely to the agreement between the
Commonwealth and the States/Territories which would have provided
for a more timely receipt of output and outcome data.

Key Findings

The Design of NHT Performance Information
(Chapter 2)
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Roles and responsibilities
22. Clear roles and responsibilities between parties to agreements
are important to avoid confusion and duplication of activity and to
minimise the potential for disputes—particularly in relation to
administrative issues.  It has been an important consideration noted by
the Joint Committee of Public Accounts and Audit (JCPAA) and
acknowledged better practice for many years.  The NHT Partnership
Agreements generally defined the respective roles and responsibilities
of the Commonwealth and the States/Territories.  The definition was
clear with the Commonwealth undertaking high level monitoring,
evaluation and reporting on the performance of activities at overall NHT
and program levels.  The States/Territories were to monitor and evaluate
the performance of programs and projects in their State/Territory and
report to the Commonwealth on program outcomes.  State/Territory
responsibilities included the collection and reporting of data consistent
with performance indicators, as agreed by the parties.  The question of
resourcing for these tasks was to be resolved after finalisation of the
agreements.

23. The timely allocation of sufficient resources to provide for
cost-effective monitoring and evaluation is a key element of the design
of any performance information framework.  As discussed earlier, at the
commencement of the program, the Commonwealth agreed to work
jointly with the States/Territories to establish and resource a strategy
for monitoring, evaluation and reporting of the NHT.  This strategy was
to be consistent with an over-arching monitoring and evaluation
framework which would allow agencies to meet annual reporting
requirements under the Partnership Agreements.

24. Discussions over the level of resources to be allocated to the
monitoring and evaluation framework commenced prior to the signing
of the Partnership Agreements in 1997.  The negotiations involved the
Natural Heritage Ministerial Board, the two Commonwealth agencies,
and State/Territory agencies involved in the delivery of the NHT.
Negotiations have continued over the three-year period from the
inception of the NHT.  Provisional offers of Commonwealth funding were
accepted by three States/Territories in 1998.  Agencies have indicated
that some other States/Territories chose to defer acceptance until
agreement was reached on an overall monitoring and evaluation strategy.

25. An important element of defining roles and responsibilities is the
clarification of the legal relationships established between the various
parties involved in program delivery.  This is particularly important for










































































































































































































