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Canberra   ACT
24 July 2002

Dear Madam President
Dear Mr Speaker

The Australian National Audit Office has undertaken a performance audit in
the Aboriginal and Torres Strait Islander Commission 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 Grants Management.

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

Ian McPhee
Acting 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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Summary

Introduction
1. The Aboriginal and Torres Strait Islander Commission’s (ATSIC’s) vision
is to help Aboriginal and Torres Strait Islander peoples and communities exercise
their legal, economic, social, cultural and political rights. One means of achieving
this is by providing financial assistance to individuals, communities and other
levels of government. The ATSIC grants program is integral to providing this
financial assistance.

2. ATSIC’s budget for 2001–02 was approximately $1.15 billion. This
represents about half of the Commonwealth’s funding for Indigenous-specific
programs. Government policy and key ATSIC corporate documents indicate
that ATSIC’s role is to fund programs that supplement funding from other
government agencies. ATSIC may consider funding eligible applicants1 who
make a submission for funding if they fit within ATSIC’s overall vision, the
priorities of the regional council, and Output Funding Statements.

3. In 2001–02 ATSIC provided grants of approximately $869 million to
Indigenous organisations and State and Territory governments. This involved
3108 separate grants to over 1000 separate organisations to provide services to
Indigenous communities. Approximately 78 per cent of ATSIC grant funding is
used to achieve objectives under two key ATSIC programs: Community
Development Employment Projects (CDEP) and the Community Housing and
Infrastructure Program (CHIP).

4. ATSIC is made up of an elected and an administrative arm. Every three
years, an ATSIC election is held to fill positions on the 35 regional councils located
throughout Australia. Each regional council develops a regional plan, which
highlights the council’s funding priorities for the region. The funding decisions
of the regional councils are then based on these priorities. In 2001–02 regional
councils approved $595 million in grants to communities and individuals. This
was 67 per cent of ATSIC’s total funding for grants.

1 ATSIC may fund any person or body to further the economic, social or cultural development of Aboriginal
or Torres Strait Islander peoples provided that:

• the person or body is not a regional council or the Torres Strait Regional Authority;

• if an incorporated body, the function is consistent with the Minister’s General Direction of 7 August
1998; and/or

• the person or body meets the eligibility requirements set out in ATSIC’s decision-making principles
as promulgated from time to time.
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5. Administrative staff in 27 regional offices provide administrative support
to the relevant regional council2 and administer the majority of ATSIC grants at
a regional level.

Audit objective and scope
6. The objective of the audit was to determine the extent to which ATSIC’s
grant management practices meet identified better practice standards.

7. This audit concentrated on CDEP grants and regional council discretionary
funding, representing approximately 84 per cent of regional council grant
funding. The audit did not examine in detail the administration of CHIP grants,
as this was the focus of an earlier Australian National Audit Office (ANAO)
performance audit.3

8. The ANAO did not examine the appropriateness of the funding decisions
made by regional councils.

Audit criteria
9. The ANAO developed the following criteria to assess ATSIC’s
management of grants:

• Has ATSIC established a grants program that provides fair and equal access
to funding?

• Has ATSIC identified the risks to the grants program?

• Are ATSIC staff and regional councils receiving the key information they
need to make informed funding decisions?

• Are ATSIC staff complying with grants procedures?

Audit methodology
10. To assess ATSIC’s management of grants, the ANAO:

• conducted fieldwork at ATSIC’s National Office in Canberra, and in four
regional offices—Cairns, Nhulunbuy, Broome and Wagga Wagga—
examining key documents, databases and files and interviewing key
personnel;

• analysed a statistically selected sample of ATSIC grant files from all ATSIC
regions to assess each regional office’s compliance with ATSIC policy and
procedure and identified better practice;4

2 Some regional offices, such as Cairns, Perth, Melbourne, Alice Springs and Darwin, provide support
for more than one regional council.

3 ANAO Audit Report No.36 2000–01, Municipal Services for Indigenous Communities.
4 The ANAO contracted the Australian Bureau of Statistics to select a statistically sound sample of

grant files for the 1999–2000 financial year.
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• surveyed all ATSIC regional managers to gain an understanding of ATSIC’s
grant management operations and performance;

• surveyed all ATSIC regional council chairpersons to obtain their views
on the information provided by ATSIC regional offices and whether this
information allows the regional councils to make informed decisions; and

• observed one ATSIC field visit to a remote community in the Northern
Territory to understand the challenges faced by both ATSIC and the grantee
organisations.

Overall conclusion
11. The ANAO concluded that while ATSIC is continuing to improve its
management of grant funding there are still several administrative areas that
require attention. ATSIC has developed effective policies and procedures for
administering grants, which generally meet better practice standards. However,
these policies and procedures are often inconsistently put into practice by
regional offices.

12. The ANAO found that the financial management of grants, especially
funds releases and acquittals, is sound. This has been a priority area for ATSIC
after external reviews, including the Government’s Special Audit in 1996,
recommended changes to ATSIC’s financial management. However, ATSIC’s
management of non-financial matters does not show the same strengths.
Processes, such as clear documentation and undertaking the required number
of field visits to monitor grants, require improvement. The ANAO considers
this to be an area for ATSIC to focus on, while ensuring the gains in financial
management are not lost.

13. ATSIC’s role is to fund programs that supplement funding from other
government agencies. The ANAO found that ATSIC is often unable to fulfil this
role and has become the primary funder of services to Indigenous communities
in many regions. This is attributed to three factors:

• mainstream programs failing to effectively address the needs of Indigenous
people, placing pressure on ATSIC funding;

• historically-based grant funding, which locks regional councils into a
cyclical funding pattern; and

• inadequacy in capturing or analysing information about the needs of
Indigenous communities, while a difficult task, means that ATSIC is unable
to clearly highlight where gaps in funding may exist.
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14. The ANAO also concluded that:

• ATSIC has made the application documentation more user-friendly,
however, many regions do not publicly call for funding submissions which
limits the openness and competitiveness of the grants program;

• documented processes and procedures offer adequate support for
assessing grant submissions and enable regional offices to provide
sufficient information for regional councils to make informed decisions;

• regional councils are generally satisfied with the information they receive
from regional offices, however, councils often do not adequately document
funding decisions;

• ATSIC is continuing to improve the risk appraisal process and is
undertaking trials of new procedures;

• performance indicators often do not capture the positive impacts of grant
funding and cannot be aggregated and reported at a national level; and

• ATSIC’s non-financial management, such as adequate documentation and
undertaking the required number of field visits to monitor grants, varies
in quality and consistency across regions.

ATSIC’s response

15. The ANAO appreciates the cooperation it received from ATSIC during
the audit. ATSIC noted in its overall response that the report is quite constructive
and ATSIC will be taking action to implement the audit recommendations.
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Key Findings

Identifying funding priorities and providing access to
funding
16. The ANAO found that ATSIC is often unable to fulfil its role as a
supplementary funder. Rather, in many regions ATSIC is operating as a primary
funder of programs and services to Indigenous communities. In 2001 the
Commonwealth Grants Commission reported:

The failure of mainstream programs to effectively address the needs of Indigenous
people means that Indigenous-specific programs are expected to do more than
they were designed for and, as a consequence, focus less on the disadvantaged.5

17. This places pressure on ATSIC funding where mainstream programs do
not cope with demands being made. Therefore, ATSIC programs often substitute
rather than supplement funding from other agencies. This points to the need
for ATSIC to effectively pursue its advocacy role.

18. Further, ATSIC grants are often historically-based, locking regional
councils into a cyclical funding pattern. ATSIC should consider the use of sunset
clauses and give more active consideration to the costs and benefits of competing
applications.

19. Regional councils establish priority areas for funding in their regional
plans. The ANAO found that ATSIC is not systematically capturing information
about the needs of individual regions. This information could be used to improve
the regional council process of identifying funding priorities. The ANAO
acknowledges that needs identification is a difficult task, but suggests that ATSIC
develop a systematic method of collating information to help identify the needs
of Indigenous communities.

20. The ANAO found that, while ATSIC has made submission documentation
more user-friendly by reducing the amount of documentation and enabling
submissions to be made electronically, submissions are often not called for
publicly. ATSIC regions need to ensure they are not undertaking the process in
a way that detracts from the open and contestable features which the grants
program was designed to have.

5 Commonwealth Grants Commission 2001, Report on Indigenous Funding, Canberra, p. xvii.
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Assessing grant submissions
21. ATSIC’s Grants Procedures manual and Grants Management System
provide adequate support for managing the assessment process. Further, ATSIC’s
risk management policy is consistent with ANAO better practice and industry
standards.

22. The ANAO found that some ATSIC regional offices have invested
considerable effort and resources into the risk appraisal process, resulting in
examples of good practice in a number of regions. However, the objective of
ATSIC’s risk management policy is to create a consistent approach to risk
management throughout ATSIC. The discretion that regions are allowed has
led to inconsistency across Australia in how this policy is implemented. This
was highlighted by poor documentation, inadequate analysis of risks, and
inadequate explanation of how risks should be managed.

23. ATSIC is continuing to improve its risk appraisal processes and procedures.
The ANAO suggests that ATSIC regularly evaluate the success of these changes
and disseminate identified good practice across all regions to ensure a broad
consistency in grants administration procedures.

Decision-making by regional councils
24. ATSIC grants procedures help ATSIC staff provide regional councils with
all the necessary documentation to make an informed decision about whether
they should approve a submission. The ANAO survey of all regional council
chairpersons found that regional councils are provided with adequate
information to make an informed decision. The ANAO found that ATSIC regional
managers often sought feedback from the regional council to ensure that the
information needs of the council were being met.

25. The unique administrative and decision making arrangements in ATSIC
require funding decisions to be made by elected regional councils, regardless of
the quality of the process and information provided by regional offices. While
not examining the appropriateness of the actual decisions made by regional
councils, the ANAO found that the decisions of a number of councils require
further documented justification of reasons for full or partial funding of a
submission. This would make the process more transparent and better enable
regional council decisions to stand up to scrutiny. The ANAO considers that
regional councils should adequately document the link between the funding
priorities contained in a council’s regional plan and the funding decisions the
council makes.
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Key Findings

Managing approved grants
26. The ANAO concluded that there is scope for improvement in ATSIC’s
ongoing management of approved grants.

27. Mandatory performance indicators often did not capture the outcome of
grant funding. Frequently this was because the positive impact of the grant went
beyond the program for which the grant was intended. Therefore, Parliament
and the public are not provided with a complete picture of the effect of grant
funding to Indigenous Australia. Grantee organisations would like the
opportunity to express these additional positive effects of grant funding.

28. The ANAO considers that the standard grant terms and conditions set by
ATSIC are appropriate. However, many grantee organisations struggle to meet
the administrative requirements. Some regions have placed a high reliance on
special terms and conditions to minimise risk. The ANAO found, that in many
cases, these special conditions were not appropriate and would be better used
as objectives of the grant, or monitoring tools or performance indicators.

29. The ANAO found that ATSIC’s funds release and acquittal processes,
supported by the Grants Management System, are sound. ATSIC demonstrated
strong performance on all aspects of compliance relating to financial management
and acquittal of grant funds. Over recent years, this has been a focus for regional
office staff. The quality of the work highlights this focus.

30. The ANAO sought to determine whether key stages in ATSIC’s Grants
Procedures manual were followed in practice. The ANAO found that the
management of non-financial aspects of the process, such as adequate
documentation and undertaking the required number of field visits to monitor
grants, requires improvement in many ATSIC regional offices. The ANAO
considers this to be an area for ATSIC to focus on, while ensuring the gains in
financial management are not lost.



18 Grants Management

Recommendations

Recommendation The ANAO recommends that ATSIC develop a
No. 1 systematic method of collating information to identify
Para 2.16 funding needs within Indigenous communities.

ATSIC response: Agreed with qualifications.

Recommendation The ANAO recommends that each regional office
No. 2 assess, as part of their budget process, the financial
Para 3.31 resources required for the travel associated with their

field visit monitoring targets, and set aside the
appropriate amount of money to ensure that funds are
available for this travel throughout the financial year.

ATSIC response: Agreed.

Recommendation The ANAO recommends that ATSIC regional offices
No. 3 include a project officer as a member of the risk
Para 3.35 appraisal team.

ATSIC response: Agreed.

Recommendation The ANAO recommends that all key processes and
No. 4 decisions be clearly and accurately documented to
Para 5.40 ensure full transparency and accountability, consistent

with ATSIC guidelines.

ATSIC response: Agreed.

Recommendation The ANAO recommends that ATSIC undertake an
No. 5 appropriate number of field visits based upon the
Para 5.48 grantee organisation’s risk profile. The conduct and

results of these field visits should be adequately
documented in line with ATSIC grants procedures.

ATSIC response: Agreed.
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1. Introduction

Background
1.1 ATSIC’s vision is to help Aboriginal and Torres Strait Islander peoples
and communities exercise their legal, economic, social, cultural and political
rights. One means of achieving this is by providing financial assistance to
individuals, communities and other levels of government. The ATSIC grants
program is integral to providing this financial assistance. The grants are
administered under section 18 of the Aboriginal and Torres Strait Islander Act 1989
(the ATSIC Act).6

1.2 ATSIC’s budget for 2001–02 was approximately $1.15 billion. This
represents about half of the Commonwealth’s funding for Indigenous-specific
programs. Government policy and key ATSIC corporate documents indicate
that ATSIC’s role is to fund programs that supplement funding from other
government agencies. ATSIC may consider funding eligible applicants if they
fit within ATSIC’s overall vision, the priorities of the regional council, and Output
Funding Statements.

1.3 In 2001–02 ATSIC provided grants of approximately $869 million to
Indigenous organisations and State and Territory governments. This involved
3108 separate grants to over 1000 separate organisations. Approximately 78 per
cent of grant funding is used to achieve objectives under two key ATSIC
programs:7

• Community Development Employment Projects (CDEP); and

• the Community Housing and Infrastructure Program (CHIP).

1.4 Funding is also available to provide grants to Indigenous Australians
through other ATSIC outputs. These outputs come under the heading of
discretionary funding and include:

• advancement of Indigenous rights;

• legal and preventative services;

• Indigenous broadcasting;

• language maintenance;
6 Section 18 of the ATSIC Act reads: Loans or grants for specific purposes  18. (1) Subject to

subsections (2) and (3), the Commission may, on such terms and conditions as it determines, make
loans or grants of money to: (a) the States, the Australian Capital Territory and the Northern Territory;
(b) State, Territory and local government bodies; (c) Aboriginal or Torres Strait Islander corporations;
or (d) other incorporated bodies; for the purpose of furthering the social, economic or cultural
development of Aboriginal persons or Torres Strait Islanders.

7 Figures provided by ATSIC.
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• arts and culture;

• heritage protection;

• sport and recreation; and

• family reunion services.

ATSIC’s structure
1.5 ATSIC is made up of an elected and an administrative arm. Every three
years an ATSIC election is held to fill positions on the 35 regional councils located
throughout Australia. The functions of the regional councils (as set out in
section 94 of the ATSIC Act) are primarily to:

• formulate a regional plan to improve the social, economic and cultural
life of local Aboriginal and Torres Strait Islander peoples; and

• decide on certain ATSIC expenditure in their region.

1.6 Administrative staff in 27 regional offices provide administrative support
to the relevant regional council and administer the majority of ATSIC grants at
the regional level.

Funding decisions
1.7 Nationally, through the Board of Commissioners and/or ATSIC National
Office, with ministerial approval where required under the relevant legislation,8

ATSIC determines the:

• broad policy of the funding programs and nationally applicable guidelines
on eligibility of organisations and activities to be funded;

• allocation of available funding across all ATSIC expenditure items within
government-approved policy;

• amount of funds to be allocated to regional councils;

• scope for regional council discretion in using allocated funds; and

• minimum amounts of funds to be allocated to particular items of
expenditure, that is, capital outlays as distinct from operational outlays.

1.8 All decision-making in relation to ATSIC’s budget, particularly in regards
to grants, is the responsibility of the ATSIC elected arm, namely, the Board of
Commissioners and the regional councils. The majority of grants (66 per cent by
value) are approved at the regional council level. While the ATSIC Board of
Commissioners has delegated the majority of its funding decisions to the Chief

8 Aboriginal and Torres Strait Islander Commission Act 1989 and Commonwealth Authorities and
Companies Act 1997.
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Executive Officer and ATSIC staff, regional councils are the primary decision
makers for these funds.

1.9 Under the ATSIC Act, each regional council develops a regional plan that
highlights, among other things, what the council sees as the funding priorities
of the region. The funding decisions of regional councils are then based on these
priorities.

1.10 There are some restrictions on the purpose for which funds can be granted,
for example, CDEP wages and on-costs are provided based on an agreed
participant ceiling, and can only be used for that purpose, while there is a
minimum community housing and infrastructure component of CHIP.

CDEP funding

1.11 The CDEP scheme is an employment, training and community
development initiative. At 30 June 2001 it involved over 270 Indigenous
community organisations and 32 616 participants—around 25 per cent of all
Indigenous people employed in Australia. CDEP participants voluntarily forgo
their rights to social security benefits and, instead, receive wages from the CDEP
organisation roughly equivalent to those benefits in return for part-time work.9

In addition to the wages component, a CDEP grant provides funds for
administering projects and purchasing materials, equipment and services.

1.12 The total number of CDEP participant places available throughout
Australia is determined by funding available through the Appropriation Bills.
ATSIC National Office determines a participant ceiling for each regional council
through negotiation with each ATSIC region.

1.13 At the regional level, the regional councils set participant numbers for
CDEP and set funding levels accordingly. Actual projects are controlled and
managed by organisations and participants.

Discretionary funding

1.14 ATSIC’s programs are supplementary to all other government funding.
ATSIC may consider funding eligible applicants if they fit within ATSIC’s overall
vision, the priorities of the regional council, and Output Funding Statements.
Each regional council has a discretionary budget that can be used for these
purposes.

1.15 Regional council discretionary funds are around 10 per cent of the total
regional council allocation. The focus of these discretionary funds is often on
smaller outputs such as heritage protection.

9 ATSIC 2000–01 Annual Report, p. 155.
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Grants procedures
1.16 Most ATSIC funding is provided as grants to Indigenous organisations to
provide services to their local community. To obtain funding, organisations must
make an annual submission to ATSIC using a submission kit. The ATSIC National
Office set February as the deadline for applications in 2001–02, but regions could
bring this timeframe forward to meet their own deadlines. Organisations
requesting funding must submit a written application. The process is set out in
Figure 1.
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Submission received
Once a submission is received an ATSIC project officer assesses the submission to ensure that the:

- submission is complete;
- organisation making the submission is eligible for ATSIC funding; and

- proposed activities are in accordance with the Output Funding Statements and consistent with the 
Board of Commissioners and regional council's priorities

Regional council decision
Details of the submission, including the regional manager's recommendation and a report from the 
RAT, are then presented to the regional council for consideration, and a decision to fund or decline 

the submission is made.

Letters of Offer and Decline
If the submission is successful the organisation is sent a letter of offer detailing the terms and 

conditions of the grant. During the financial year, ATSIC field staff may undertake field visits to the 
organisation to ensure services are being delivered in accordance with the letter of offer. The 

applicant also provides ATSIC with financial and performance information. Should the submission be 
declined, the grantee is sent a letter of decline outlining the reasons for this.

Acquittal
At the end of the funding period the grant must be acquitted. The aim of an acquittal is to determine 
that the agreed objectives for which the funds were provided have been achieved and that the funds 

can be accounted for. 

Project officers assessment

The project officer assesses the 
submission to ensure that the 

application is complete, the applicant is 
in fact eligible for ATSIC funding and if 

the proposed activities are in 
accordance with the Output Funding 

Statements. The project officer 
recommends whether or not the 
application should be approved.

Risk appraisal team (RAT)

All submissions that meet the eligibility 
requirements must be appraised by a 

RAT as required by the ATSIC risk 
management policy. The RAT gives 
each submission a risk rating and 

prescribes what monitoring is required 
to manage this risk. 

Figure 1
Stages in the ATSIC grants process

Source:  ANAO analysis of ATSIC grants procedures
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Grants administration

1.17 ATSIC uses an electronic system called the Grants Management System to
support grant administration. ATSIC officers use the system to ensure that internal
procedures are followed and that the information provided by potential grantees
is correctly assessed. The system seeks to ensure that grantee organisations fulfil
the accountability requirements set out in the letter of offer, such as providing
quarterly performance information, before funding instalments are paid.

1.18  In day-to-day grant administration, the Grants Management System
requires project staff and decision-makers to enter defined information at certain
points in the application process and funds allocation cycle. Only after mandatory
information is entered into the system will it allow officers to proceed to the
next screen or decision-making stage, or to print key letters or documents. The
automated steps built into the Grants Management System reflect the policy
settings described in ATSIC’s Grants Procedures manual. The system ensures that
key decision-making steps are consistently processed across regional offices,
and that information is available to project officers and decision-makers before
grants are approved and/or monies released.

Audit objective and scope
1.19 The objective of the audit was to determine the extent to which ATSIC’s
grant management practices meet identified better practice standards.

1.20 The audit concentrated on CDEP grants and regional council discretionary
funding, representing 84 per cent of regional council grants. The audit did not
examine in detail the administration of ATSIC funds allocated to CHIP, as this
was the focus of an earlier ANAO performance audit.10

1.21 The ATSIC grant funded programs the ANAO examined are illustrated
in Figure 2.

10 ANAO Audit Report No.36 2000–01, Municipal Services for Indigenous Communities.
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Figure 2
ATSIC’s 2001–02 grant budget and ANAO audit coverage

ATSIC's
total grant 

budget
$860 million

Regional 
council grants
$600 million

CDEP
$449 million

National 
programs

$260 million

CHIP
$93 million

Regional 
council 

discretionary 
funding

$58 million

Note: The amounts presented above are for approved grants at 31 May 2002, which may
or may not have been fully expended.

Source: ATSIC

1.22 The ANAO did not examine the appropriateness of the funding decisions
made by regional councils.

Audit criteria
1.23 The ANAO developed the following criteria to assess ATSIC’s
management of grants:

• Has ATSIC established a grants program that provides fair and equal access
to funding?

• Has ATSIC identified the risks to the grants program?

• Are ATSIC staff and regional councils receiving the key information they
need to make informed funding decisions?

• Are ATSIC staff complying with grants procedures?
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Audit methodology
1.24 To assess ATSIC’s management of grants, the ANAO:

• conducted fieldwork at ATSIC’s National Office in Canberra and in
four regional offices—Cairns, Nhulunbuy, Broome and Wagga
Wagga—examining key documents, databases and files and interviewing
key personnel;

• analysed a statistically selected sample of ATSIC grant files from all ATSIC
regions to assess each regional office’s compliance with ATSIC policy and
procedure and identified better practice11;

• surveyed all ATSIC regional managers to gain an understanding of ATSIC’s
grant management operations and performance;

• surveyed all ATSIC regional council chairpersons to obtain their views
on the information provided by ATSIC regional offices and whether this
information allows the regional councils to make informed decisions; and

• observed one ATSIC field visit to a remote community in the Northern
Territory to understand the challenges faced by both ATSIC and the grantee
organisations.

1.25 The audit was conducted in accordance with ANAO auditing standards
and cost $200 000.

Structure of this report
1.26 The report is structured around the ATSIC grants process:

Assessing 
grant 

submissions
(Ch. 3)

Decision- 
making by 

regional 
councils
(Ch. 4)

Managing 
approved 

grants
(Ch. 5)

Identifying 
funding 

priorities and 
providing 
access to 

funding (Ch. 2)

11 The ANAO contracted the Australian Bureau of Statistics to select a statistically sound sample of
grant files for the 1999–2000 financial year.



29

2. Identifying Funding Priorities and
Providing Access to Funding

This chapter outlines how ATSIC identifies grant funding priorities, and how
organisations apply for funding.

Background
2.1 As previously mentioned, ATSIC’s role is to fund programs for Indigenous
Australians that supplement funding from other government agencies.
Identifying where gaps exist between the needs of Indigenous Australians and
the services provided by other government agencies12 would highlight where
supplementary funding is required. Within the context of this supplementary
funder role, the ANAO sought to determine if ATSIC:

• identified the funding needs of Indigenous Australians and,

• provided an open and competitive environment for funding.

ATSIC’s role as a supplementary funder
2.2 The ATSIC 1999–2000 Annual Report clearly articulates the Commission’s
role as a supplementary funder. The report states:

Consistent with Commonwealth policy since the 1967 Referendum, ATSIC is
principally a supplementary funder. Its budget is provided for its representative
and advocacy role and to top up the responsibilities of other agencies.

2.3 The ANAO examined how ATSIC upheld the role of a supplementary
funder at a national and regional level.

National

2.4 Mainstream Commonwealth agencies and State and Territory
governments have the primary responsibility for delivering services such as
health, education, and welfare support to all Australians. There are a number of
different forums in which inter- and intra-governmental working relationships
are developed and issues relating to Indigenous Australians are discussed. These
include the Council of Australian Governments and the Ministerial Council for
Aboriginal and Torres Strait Islander Affairs. ATSIC is actively involved in these
forums and has developed formal memorandums of understanding with a
number of relevant Commonwealth agencies.

12 This includes other Commonwealth agencies, and State, Territory and local governments.
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2.5 In 2001, the Commonwealth Grants Commission reported on its
examination of the distribution of funding for programs that affect Indigenous
people, including the roles of Commonwealth and State governments in
providing services to Indigenous people.13 The report found:

The failure of mainstream programs to effectively address the needs of Indigenous
people means that Indigenous-specific programs are expected to do more than
they were designed for and, as a consequence, focus less on the disadvantaged.14

2.6 The ANAO’s observations are consistent with those of the Commonwealth
Grants Commission. Throughout the course of the audit, the ANAO found
limited evidence that the ATSIC grants program upholds ATSIC’s role as a
supplementary funder. That is, ATSIC programs often substitute rather than
supplement funding from other agencies. This points to the need for ATSIC to
effectively pursue its advocacy role.

Regional

2.7 At a regional level the ANAO observed a proactive approach to
establishing relationships between levels of government to better direct funds
in a small number of regional offices.

2.8 ATSIC’s Grants Procedures manual requires project officers to identify
alternative sources of funding for applicants. The ANAO found that in practice
this relied heavily on the regional office staff’s knowledge of what funding was
available from all levels of government in their region. The ANAO found that
the extent of this knowledge varied significantly from region to region, with
some regions developing information resources on the different funders in the
region for staff and applicants.

2.9 The ANAO suggests that all ATSIC regions seek to ensure project officers
and regional councillors are provided with details of other sources of funding
in their region.

Identifying and targeting needs
2.10 The ANAO sought to determine if ATSIC is identifying the gaps that exist
between the funding being provided to Indigenous Australians and the needs
of Indigenous Australians in order to direct supplementary funding effectively.
The ANAO’s findings relied heavily on the Commonwealth Grants
Commission’s Report on Indigenous Funding.

13 Commonwealth Grants Commission 2001, Report on Indigenous Funding, Canberra.
14 Ibid p. xvii.
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2.11 The Commonwealth Grants Commission sought to measure comparative
need across ATSIC regions, and prepare a distribution of funds based on those
needs. The Commission found:15

• Indigenous people in all regions have high needs relative to the
non-Indigenous population;

• Mainstream services do not meet the needs of Indigenous people to the same
extent as they meet the needs of non-Indigenous people;

• Overall …it cannot be said that need is the focus of funding distribution;

• The Commonwealth, acting alone, is not able to ensure that funds are directed
to areas of greatest need.

2.12 The ANAO sought to establish what needs identification and analysis
had been undertaken within ATSIC at a national level. Given the Commonwealth
Grants Commission’s findings, the ANAO noted few instances of a systematic
needs analysis having being undertaken in relation to allocating grant funding.
In general, ATSIC has not developed a systematic method of collecting
information to identify the needs of Indigenous communities.

Needs identification and regional councils

2.13 The regional councils play an integral role in identifying needs. Each
regional council is required to develop a regional plan and establish a set of
regional priorities. ATSIC advises that these priorities should represent the
greatest areas of need within the region. The grant funds allocated to the council
should then be allocated to organisations that have targeted their applications
towards these priorities. The ATSIC 2000–01 Annual Report states that all 35
regional councils had plans in place for the financial year.16

2.14 The ANAO surveyed all ATSIC regional council chairpersons. A key theme
in the responses was that councils felt the historical funding patterns they have
been locked into have not allowed them to always direct their grant funds
towards their regional priorities. That is, regions have a number of grantee
organisations expecting the continuation of funding (and a portion of the council
that believes they are entitled to it) that may not fit within the regional council
priorities. As a result, potential grantee organisations that fit within a council’s
priorities cannot access these funds.

2.15 The ANAO acknowledges that needs identification on a regional and
national level is a difficult task. This has been highlighted by the Commonwealth
Grants Commission review. Nonetheless, the ANAO considers that information

15 Ibid p. xvi–xviii.
16 ATSIC 2000–01 Annual Report, p. 161.
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currently held by ATSIC could be collated systematically to establish a reasonable
basis on which to start making needs-based assessments. ATSIC would then be
better positioned to assess Indigenous funding needs and priorities, and therefore
be able to break the pattern of historical funding, by establishing a consistent
approach to needs identification.

Recommendation No. 1
2.16 The ANAO recommends that ATSIC develop a systematic method of
collating information to identify funding needs within Indigenous communities.

ATSIC response:

2.17 Agreed with qualifications. Regional councils, in developing their regional
plans, generally consult with the Indigenous community in the region to establish
the relative need as a basis of setting priorities for funding. As mentioned, the
Commonwealth Grants Commission (CGC) has identified how difficult it is for
one agency to achieve direction in areas of greatest need. The CGC also
emphasises the need to supplement funding formulas and need identification
with local judgment. Having said that, ATSIC plans to set up a statistical unit
with the purpose of having better information on which to base funding
decisions. This will involve some aspects of need identification and system
improvements to support needs based planning.

Open and competitive approach to funds allocation

Historically based funding

2.18 The ANAO found that organisations are funded, for the most part, on
historical funding patterns. The ANAO’s discussions with regional office staff
highlighted that the same organisations often receive the same level of funding
from one year to the next.

2.19 The ANAO also found that regional councils are often constrained by the
funding needs of incumbent grantee organisations, which effectively locks in
funding and consequently provides little flexibility. One regional council funding
decision stated that the council ‘… has a policy to fund ongoing services into
the new financial year at the same level’.17

2.20 By continuing to fund incumbent grantees, ATSIC may create a perception
that the submission process is a formality and that funding can be expected for
the coming financial year. It also creates a significant barrier to any other Indigenous
organisations wishing to obtain a grant to address need within the region, as grant

17  Goolburri Regional Council decision number 548, June 1999.
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funds are limited. The 2000–01 ATSIC Annual Report notes that the grants process
is designed for grants of one to three years, and that the process is open and
competitive.18 By funding grantee organisations on the basis of historical patterns,
ATSIC cannot fully support either of these claims. This may only be achieved
through the greater use of sunset clauses on grants for funding, and more active
consideration of the costs and benefits of competing applications. Further, the
cyclical and ongoing nature of the majority of ATSIC grant funding indicates that
ATSIC is acting as a primary funder rather than a supplementary funder.

Access to grant funds
2.21 The ANAO expected that, within reason, potential applicants for ATSIC
grants would be informed of available funding and how to make a submission.
The ANAO’s Administration of Grants: Better Practice Guide states that those
administering grant programs should be ‘… using appropriate and effective
promotion, whether through modern technology or traditional media, to increase
awareness in target groups’.19

2.22 ATSIC itself identifies its grants program as an ‘... open and competitive
tendering process whereby organisations or individuals can apply for grant
funding’.20

2.23 The ANAO found that, in a significant number of regions, applications
for grant funding were not advertised publicly. Instead, almost all ATSIC regions
advised organisations that had been funded previously that the grant funding
process was about to start again. Few regions actively sought new applicants by
publicly calling for applications. While this approach ensures that those
organisations requiring recurrent funding, such as those managing a CDEP, have
reliable funding, it limits the opportunities for those organisations that have not
previously sought ATSIC funds.

2.24 ATSIC advised that submissions for funding are often not publicly sought
as applicants could develop unrealistic expectations of the grant funding
available and place a heavy administrative burden on ATSIC staff to assess
applications. While the ANAO acknowledges these practicalities, it suggests
that ATSIC National Office encourage regions to publicly call for submissions
in areas identified as a priority by regional councils to ensure the program is
operating in an open and contestable market. Where submissions are not called
for publicly the reasons for this should be documented.

18 ATSIC 2000–01 Annual Report, p. 22.
19 ANAO 2002 Administration of Grants: Better Practice Guide, p.39.
20 ATSIC 2000–01 Annual Report, p. 22.
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The application process

2.25 ATSIC’s Grants Procedures manual and appendices to the submission
documentation clearly detail how to apply for grant funding; what information
is required; and how the submission will be appraised. The manual also provides
details about an applicant’s right to review the decision, as well as about a formal
complaints procedure.

2.26 The ANAO found that, while ATSIC provides useful information to
applicants, organisations need to prepare extensive submissions to receive ATSIC
grant funding, especially for CDEP grants. Organisations with skilled
submission-drafting capabilities, or the resources to purchase these skills, often
have an advantage. There is a risk that ATSIC funding may go to those
organisations better placed to prepare a submission, rather than those in greatest
need of that funding.

2.27 In recognition of this, ATSIC has endeavoured to make the submission
documentation easier and more user-friendly. The ANAO found that the
submission package has been reduced significantly in size. As well, a new
electronic submission format was introduced for 2001–02 funding year to make
the submission process simpler. CD-ROMs containing the electronic submission
forms sent to organisations.

2.28 The new electronic format requires the applicant to enter all the relevant
information before the submission can be completed. ATSIC can also pre-
populate the electronic submission form with some of the applicant
organisation’s details, thus reducing the time organisations spend completing
an application.

Conclusion
2.29 The ANAO found that ATSIC is often unable to fulfil its role as a
supplementary funder. Rather, in many regions ATSIC is operating as a primary
funder of programs and services to Indigenous communities. In 2001 the
Commonwealth Grants Commission reported:

The failure of mainstream programs to effectively address the needs of Indigenous
people means that Indigenous-specific programs are expected to do more than
they were designed for and, as a consequence, focus less on the disadvantaged.21

2.30 This places pressure on ATSIC funding where mainstream programs do
not cope with demands being made. Therefore, ATSIC programs often substitute
rather than supplement funding from other agencies. This points to the need
for ATSIC to effectively pursue its advocacy role.

21 Commonwealth Grants Commission p. xvii.
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2.31 Further, ATSIC grants are often historically-based, locking regional
councils into a cyclical funding pattern. ATSIC should consider the use of sunset
clauses and give more active consideration to the costs and benefits of competing
applications.

2.32 Regional councils establish priority areas for funding in their regional
plans. The ANAO found that ATSIC is not systematically capturing information
about the needs of individual regions. This information could be used to improve
the regional council process of identifying funding priorities. The ANAO
acknowledges that needs identification is a difficult task, but suggests that ATSIC
develop a systematic method of collating information to help identify the needs
of Indigenous communities.

2.33 The ANAO found that, while ATSIC has made submission documentation
more user-friendly by reducing the amount of documentation and enabling
submissions to be made electronically, submissions are often not called for
publicly. ATSIC regions need to ensure they are not undertaking the process in
a way that detracts from the open and contestable features which the grants
program was designed to have.



36 Grants Management

3. Assessing Grant Submissions

This chapter examines how ATSIC staff assess applications against legislative
requirements, ATSIC grants procedures and the risk associated with the grant.

Background
3.1 The appraisal process within the ATSIC grants program is two-fold. First,
a project officer assesses the submission to ensure that the application
documentation contains all the relevant information and that the applicant is
eligible for funding. Second, a risk appraisal of the submission is undertaken to
assess the risks associated with delivering the grant and to establish a monitoring
framework to manage these risks should the grant be approved.

3.2 In examining ATSIC’s management of assessing grant submissions, the
ANAO considered:

• project officer assessment of grant submissions;

• ATSIC’s risk management framework; and

• how ATSIC establishes risk-based monitoring targets.

Project officer assessment
3.3 Project officers, based in ATSIC regional offices, are responsible for
assessing grant submissions. ATSIC has developed a Grants Procedures manual
and an electronic system, called the Grants Management System, to support the
assessment and day-to-day management of grants.

3.4 The purpose of the project officer assessment of a submission for grant
funding is to:

a) ensure that enough information has been provided by the applicant to
appraise the submission, and where necessary seek further information
from the applicant about the submission; and

b) comment on:

• the completeness of a submission;

• whether the applicant is eligible for funding; and

• whether ATSIC can fund the proposed activities in accordance with
the Output Funding Statements.

3.5 The ANAO considers that the Grants Procedures manual and the Grants
Management System provide adequate detail and support for ATSIC project
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officers to effectively manage the assessment process. While the ANAO found
that the approach taken to the project officer assessment differed from region to
region, generally the assessments sufficiently addressed the above criteria to
ascertain that the applicant was eligible for ATSIC funding. Further, issues of
past performance—which project officers are best placed to consider given their
working relationship with the grantee—were addressed.22 Regional managers
should ensure that the information provided to regional councils allows
for informed decision-making. This is discussed further in Chapter 4,
Decision-making by Regional Councils.

The risk management framework in ATSIC
3.6 In 2000, ATSIC released a risk management policy, including a Risk
Management—‘How to’ Guide. The objective of the policy is to ensure there is a
consistent approach across ATSIC, including by regional offices, to risk
management. The ANAO found that ATSIC’s documented risk management
policy establishes a sound basis for managing risk throughout ATSIC, as well as
a tool for staff to follow when assessing grants. The policy recognises that ATSIC
cannot avoid risk as it is an everyday part of doing their business. The ANAO
notes that the policy is consistent with ANAO better practice, including the
Australian/New Zealand standard on risk management.

3.7 The policy lists seven risk management principles, as follows:

• applicable standards—ATSIC is committed to having a policy that is
consistent with applicable guidelines;

• integrated approach—that risk management is carried out in all of ATSIC’s
functions, both day-to-day and long term;

• explicit and recorded—to satisfy needs for accountability and
communication, risk management should be recorded cost-effectively and
take into account sensitivities and privacy issues;

• a cyclic process—risk management needs monitoring and regular updating,
whether in strategic, business or project planning;

• informed risk judgements—ATSIC judgements on risk management are to
be underpinned by rigorous analysis, and use all available information,
including information on previous performance and client feedback;

• acceptable levels of risk—it is not appropriate for ATSIC to seek to eliminate
risk entirely; and

22 The majority of grantees whose records were accessed by the ANAO had received ATSIC funding in
the past.
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• involving others—ATSIC will seek to involve its partners and stakeholders
in assessment and management of ATSIC risks, and encourage others to
share the risks they are best placed to manage.

3.8 In relation to managing grants, the risk appraisal team in each region
analyses funding submissions before the regional council decides on funding.

3.9 While the membership of the risk appraisal team is the responsibility of
the relevant regional manager, the ATSIC Grants Procedures state that team
membership should include:

• at least one senior ATSIC staff member; and

• a regional councillor.

3.10 The risk appraisal team’s task is to conduct a risk appraisal of the
organisation applying for a grant, and identify the likelihood and consequence
of events that may cause a risk to the project. A risk rating (high, medium or
low) is then attributed to the submission. Risk management strategies are
developed, including targets for monitoring activities to be carried out by ATSIC
once grant funds are allocated.

Regional interpretation of the risk management policy

3.11 Whilst ATSIC has a sound risk management policy, the ANAO identified
a number of issues in translating the policy into an effective operational
procedure at the regional level.

3.12 The ANAO observed a variety of interpretations and applications of the
risk management policy across ATSIC regional offices. Some regions had
undertaken positive initiatives to further enhance the risk management process
that led to good practice in other areas such as adequate documentation,
monitoring and review. In other regions, the ANAO found poor documentation
and lack of justification of risks. As a result, the ANAO considers that the risk
management process is not enabling ATSIC to soundly manage the risks
associated with grants.

3.13 Key issues noted by the ANAO regarding the regional interpretations of
the risk management policy are summarised below.

• A large number of risk appraisal teams linked the overall risk rating
directly with the dollar value of the grant—that is, where the grant was
large the risk was rated as ‘high’. The ANAO observed team reports where
the justification for the level of risk was stated as the dollar value associated
with the grant. There was no evidence that other factors had played a
part in the team’s decision. This dollar benchmark changed from region
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to region, with the dollar value classified as high risk in one region being
considered a medium risk in another. The ANAO considers that, while
the value of the grant is an element to be considered in the risk appraisal,
it should not be the only element considered when attributing a risk rating.

• Risk management is not performed on a cyclic or continual basis in most
regions, despite the ATSIC risk management policy stating that risk
management is a cyclical process. Many risk appraisal teams assessed
risk levels and monitoring requirements on the amount of funding the
grant applicant had applied for. They did not revisit these appraisals after
the regional council had made its funding decisions. The ANAO considers
that it is particularly important to review the risk appraisals when the
actual grant differs significantly to the amount initially applied for, or if
specific terms and conditions are included to the grant. Other changes in
a grantee organisation’s profile, such as management changes or additional
grants being approved throughout the funding year, should lead ATSIC
to reconsider the risk appraisal to determine if it is still appropriate and if
changes are required. The ANAO noted that, in almost all cases, regions
were treating risk appraisal as a static, once-a-year process, which was
not modified to account for changing circumstances.

• The ATSIC risk management policy states that managing and addressing
risk should involve ATSIC’s partners and stakeholders. ATSIC’s policy
highlights the benefits of involving others in the risk management process,
which would enable the risks to be managed by those best placed to do
so. In some cases this may be the organisation that applied for the grant.
The ANAO saw limited evidence of negotiations or discussions between
ATSIC and grantee organisations on how they could manage risk in the
long term.

• The ATSIC Risk Management—‘How to’ Guide provides a set of templates
for risk appraisals. A number of regions had used these templates to ensure
staff had justified the ratings they attributed to each likelihood and
consequence. However, in the majority of cases, the level of documented
justification was limited. Generally, the likelihood and consequences stated
in the risk appraisal team report were the same as those included in the
original templates. Few regions expanded on these to detail factors specific
to the region and/or organisation.

The ANAO also found that the likelihood and consequences an
organisation was assessed against, were associated with negative risk.
For example, one regional office referred only to the likelihood and
consequence of ‘undesirable outcomes’. This approach to risk appraisal
has the potential to skew the findings of the risk appraisal team towards
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negative factors and exclude the positive. It could result in the grantee
receiving a risk rating and monitoring requirements not indicative of the
management of the organisation.

3.14 There are two key considerations in overcoming these issues:

• training of ATSIC staff; and

• changes to the risk appraisal process.

Training

3.15 The ANAO interviewed regional office staff in four regions concerning
their ability and skills to participate in and contribute to the risk appraisal process.
The major issues consistently raised by ATSIC staff concerned the quality of
ATSIC-sponsored training they had received on how to conduct a risk appraisal
in line with the new ATSIC policy. All feedback received by the ANAO regarding
this training was negative. Almost all staff interviewed (from regional managers
to project officers) felt a lack of clarity was creating the most difficulties. From
the responses to the ANAO surveys of regional managers, it was clear that there
is a demand for further training.

3.16 Training of regional councillors is also an issue identified by the ANAO.
Comments from regions noted that councillors may not be fully aware of the
aims of the risk appraisal process and the role appraisals are designed to play in
the decision-making process. The ANAO noted that there is scope for ATSIC to
undertake training of, or information sessions for, regional councillors to help
them with the process.

Changes to the risk appraisal process

3.17 ATSIC is endeavouring to improve the risk appraisal process and has
consulted with all regions to modify the process. As a result, there will be a trial
of changes to the risk appraisal process in a small number of regions in the
2002–03 funding year.

3.18 The ANAO analysed and provided input into ATSIC’s proposed changes.
The proposed changes include the following:

• Establishing monitoring requirements after the funding decision: The risk
appraisal team should set the monitoring requirements after the regional
council has decided on the final value and conditions of the grant. This
would ensure that unnecessary monitoring constraints are not placed on
either ATSIC or the grantee organisation.

• Involving others: Representation by the applicant organisation during the
risk appraisal process would provide it with an opportunity to
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demonstrate how the risks identified by ATSIC could be managed in
conjunction with monitoring requirements.

• Ongoing risk management: The proposed new risk appraisal process
would allow for ongoing risk management. This is because it provides
for field visits and other monitoring tools to be used to assess the current
risks, as opposed to the risks present when the grant was approved.

Establishing monitoring requirements after the funding decision

3.19 The main issue with the proposed changes to the risk appraisal process is
the timing of the appraisal. Currently, the risk appraisal is conducted before the
funding decision is made. The proposed changes to the process would see the
appraisal being conducted after the regional council had made its funding
decision. There are benefits to assessing the risks and assigning monitoring levels
to an organisation after the regional council has decided the level of funding.
However, the regional council should be provided with sufficient information
about the risk of granting funds to a particular organisation in order to make an
informed decision. The Broome Network Regional Office’s practice of doing a
risk appraisal and then a re-appraisal after a funding decision could be used to
benefit all regions. This is a relatively inexpensive practice as it focuses only on
approved grants with a value different from the originally assessed value.

 Case study: Risk re-appraisals at the Broome Network Regional
Office

The ANAO noted that the Broome Regional Office undertakes a process of
risk re-appraisal. The appraising team reviews its risk appraisal and its
monitoring requirements after the regional council has decided whether an
organisation should receive a grant. The risk appraisal is then carried out on
the approved grant and reflects the activities actually approved. This is sound
practice as it recognises that the grantee organisation’s circumstances may have
changed since the funding was approved. As this process takes those activities
not approved out of the equation, there is a more realistic picture of risk, and
more appropriate monitoring can be set to reflect this.

Involving others

3.20 A framework, in which a full risk appraisal is completed before the council
meets to make its decision, would give organisations applying for funding an
opportunity to outline how they plan to manage the risks identified by the risk
appraisal team.

3.21 Involvement of the organisation applying for the grant could be sought
at several points in the process, as the following indicates:
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• organisations could identify both positive and negative risk in their
funding submission to ATSIC; and

• risk appraisal teams could contact organisations to discuss any concerns
and allow organisations to outline any tools they have to manage risks
identified by the team.

3.22 ATSIC advised the ANAO that, in undertaking trials of the new procedures
in selected regions, organisations will be more constructively involved with a
risk appraisal conducted after the funding decision. The ANAO suggests that
ATSIC regularly evaluate the success of such initiatives; capture and disseminate
best practice; and ensure that broad consistency of approach is maintained across
ATSIC regions.

Ongoing risk management

3.23 Once a funding decision is made, a brief re-appraisal could be undertaken
to ensure that the level of risk and associated monitoring requirements are still
relevant. This would apply if the amount applied for and the amount approved
are different, or if a regional council imposes specific terms and conditions on
the grantee organisation. Depending on the size of the difference between the
amount applied for and the amount approved, the regional council should also
be given scope to send the application back to field staff to re-assess the risk.

Establishing risk-based monitoring targets
3.24 A component of the risk appraisal team process is setting monitoring
targets for both the grantee organisation and ATSIC once the grant is approved.
Monitoring requirements for each grant that are commensurate with the risk
rating, and realistic and appropriate, allow for the efficient management of grants.

3.25 The ATSIC Grants Procedures manual states that, in analysing submissions,
the risk appraisal team should consider appropriate levels of monitoring to
manage the risk identified within the resources available. The team may establish
monitoring requirements to be undertaken by either ATSIC or the grantee
organisation to manage the identified risk. In the case of ATSIC regional offices,
this monitoring may be through field visits. However, organisations may need
to provide regular financial statements to ATSIC to demonstrate how funds have
been spent.

3.26 The ANAO analysed a statistically based sample of risk appraisal team
reports for the 1999–2000 funding year. The sample was selected by the Australian
Bureau of Statistics and covered all ATSIC regional offices. The ANAO found
that the majority of reports outlined monitoring requirements. There were,
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however, several regions that failed to detail what monitoring was required to
manage the risks identified. In these cases, the project officers had outlined the
monitoring requirements in their reports to the risk appraisal team.

3.27 Monitoring requirements set by risk appraisal teams were generally
realistic and appropriate. The ANAO noted, however, that the costs of planned
field visits in some regions almost outweighed the cost of the grant. For example,
some risk appraisal teams prescribed a high number of field visits for NAIDOC
festivities despite the grants being for a small amount (around $5000) and the
services provided publicly once a year. Assuming regions are releasing the funds
close to when the activities take place, there is little need for more than one or
two field visits for this type of grant because the activities take place over a
week.

3.28 The ANAO found inconsistencies within offices as to how risk translated
into monitoring and accountability. An example from one regional office showed
that two grantee organisations applied for similar funding. Grantee A received
a ‘low’ risk rating, even though they had previously been funded only once and
had been unable to acquit the grant for two years. Grantee B requested half the
funds of Grantee A (only $5000) and was given a ‘high’ risk rating, as they were
a new grantee to ATSIC, despite being a large city council. Even though these
grants were for only $10 000 and $5000 respectively, and they received scores at
the opposite ends of the risk rating scale, monitoring requirements for both
included monthly field visits.

Budgeting for monitoring

3.29 Knowing what resources are required to meet the monitoring requirements
of a grant and setting aside adequate resources for monitoring allow for the
effective management of grants. In the majority of regions, the ANAO found
that consideration was not given to the resources required (such as funds for
travel) to achieve the monitoring targets set out in the risk appraisal.

3.30 The ANAO noted that in regions attempting to ‘budget’ resources for
activities such as field visits, field staff were unaware of the limitations on their
financial resources to cover travel costs and allowances. The ANAO found that
travel funds are allocated in each region in one amount (as a component of an
administrative budget). As well, this amount covered not only travel for field
visits, but also other travel such as for training and conferences, and for regional
managers to attend meetings. The ANAO suggests that field staff could plan
field visits better if the regional office allocated resources specifically to perform
these functions. Such a practice would also alleviate problems with field visit
travel money being used for other purposes.
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Recommendation No. 2
3.31 The ANAO recommends that each regional office assess, as part of their
budget process, the financial resources required for the travel associated with
their field visit monitoring targets, and set aside the appropriate amount of
money to ensure that funds are available for this travel throughout the financial
year.

ATSIC response:

3.32 Agreed. Many regional offices do already do this, and we will promote
this as better practice.

Integration of the risk appraisal and project officer assessment

3.33 The ANAO noted an overlap between the objectives of the risk appraisal
team and the project officer assessment. The project officer often has in-depth
knowledge of the applicant organisation and how it does its business. For the most
part, experienced project officers are also aware of any inherent problems within
the organisation that may inhibit its ability to manage the activities applied for.

3.34 The ANAO found that this information could be more beneficial if directly
fed into the risk appraisal team process. Discussions with ATSIC indicate that
the most appropriate way to use this information would be to include the project
officer in the risk appraisal team process. This has the potential to ensure that
risk ratings and monitoring targets are realistic and appropriate.

Recommendation No. 3
3.35 The ANAO recommends that ATSIC regional offices include a project
officer as a member of the risk appraisal team.

ATSIC response:

3.36 Agreed. The pilot process has had the project officer involved in the risk
appraisal for those organisations he is responsible for. This has proved useful
not just because of his knowledge of the organisation, but as a basis for ongoing
reference issues during monitoring of the grant.

Conclusion
3.37 ATSIC’s Grants Procedures manual and Grants Management System
provide adequate support for managing the assessment process. Further, ATSIC’s
risk management policy is consistent with ANAO better practice and industry
standards.
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3.38 The ANAO found that some ATSIC regional offices have invested
considerable effort and resources into the risk appraisal process, resulting in
examples of good practice in a number of regions. However, the objective of
ATSIC’s risk management policy is to create a consistent approach to risk
management throughout ATSIC. The discretion that regions are allowed has
led to inconsistency across Australia in how this policy is implemented. This
was highlighted by poor documentation, inadequate analysis of risks, and
inadequate explanation of how risks should be managed.

3.39 ATSIC is continuing to improve its risk appraisal processes and procedures.
The ANAO suggests that ATSIC regularly evaluate the success of these changes
and disseminate identified good practice across all regions to ensure a broad
consistency in grants administration procedures.
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4. Decision-making by Regional
Councils

This chapter examines whether the information provided to regional councils allows for
informed decision-making, and the transparency of the decision-making process.

Background
4.1 The elected arm of ATSIC consists of 35 regional councils across Australia.
The councils are made up of Indigenous elected representatives from within the
electoral ward. ATSIC elections are held every three years. A maximum of
12 councillors is elected in each region. They must meet at least four times a
year. Section 94 of the ATSIC Act establishes the functions of the regional councils.
They include the requirements:

• to formulate, and revise from time to time, a regional plan for improving
the economic, social and cultural status of Aboriginal and Torres Strait
Islander residents of the region; and

• to make proposals (in accordance with section 9723) for Commission
expenditure in relation to the region.

4.2 Most regions hold a budget meeting for the next financial year between
March and May. At this meeting, regional councillors are given information on
each submission for grant funding, and decide whether to approve funding
based on the council’s funding priorities. In 2000–01 regional council program
expenditure was $587.2 million.24

4.3 The ANAO sought to establish whether:

• ATSIC regional offices provided regional councils with the necessary
information to allow them to make an informed decision on grant
submissions; and

• whether decision-making was transparent.

Provision of information to regional councils by
regional offices
4.4 The ANAO found that most regional offices compiled a package of
documents detailing each submission for the regional council. The information
generally included:

23 Section 97 of the ATSIC Act deals specifically with the preparation of draft budgets by regional councils.
24 ATSIC 2000–01 Annual Report, p. 220.
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• potential grantee funding histories and organisational profiles;

• funding submissions;

• budget information;

• project officer and risk appraisal team assessments; and

• ATSIC’s Output Funding Statements.

4.5 A number of regions also provided additional information, including legal
advice, community asset registers and copies of field visits and major reviews.

4.6 The ANAO found that most councils received this information in writing,
although some councillors from more remote regions preferred to receive the
information orally. Where the information was provided in writing, it often took
the form of a substantial number of documents.

4.7 Most regions provided the information at the council’s budget meeting.
Given the volume of information, it would be difficult for councillors to review
it fully before making a decision. There is scope for regions to make this
information available before the meeting to allow councillors to gain a broader
or detailed understanding of applicant organisations and their submissions.

4.8 As noted in Chapter 3, the quality of information provided to regional
councils differs between regions. The ANAO surveyed all regional council
chairpersons and asked if the information provided to them and their councillors
helped in making a funding decision. They all agreed that the information was
useful.

4.9 The ANAO considers that feedback from regional councils to regional
managers about the quality of information is important. Feedback helps regions
ensure that the information they provide to councillors is sufficient for them to
make an informed decision. The ANAO surveyed all regional managers and
regional councils to determine the level of feedback between ATSIC staff and
regional councils. The survey results indicate that the majority of regional
managers sought feedback from the regional council chairpersons on a regular
basis. Where this did not occur, the council initiated the feedback.

4.10 This feedback process is a positive step towards ensuring that councils
are fully informed and provided with the information they need to make
informed decisions. This feedback, however, should be sought in an appropriate
way. One regional council noted to the ANAO that feedback was sought from
the council in writing and, because this was not the councillors’ preferred means
of communication, the regional office received little feedback.



48 Grants Management

Regional council training needs

4.11 The ANAO sought to determine if regional offices had adequately
identified the skills regional councils may need to undertake their decision-
making role.

4.12 The ANAO received feedback from regional councils about the training
they felt would enable them to undertake or understand their duties better.
Several regions told the ANAO they had provided training to their regional
council on topics such as administrative law. Topics that individual councils
raised as wanting further training in, or information on, also included the role
of the Administrative Appeals Tribunal and the Freedom of Information Act.

Transparency of decision-making
4.13 There are unique administrative aspects to ATSIC’s grants processes which
require funding decisions to be made by elected regional councils, regardless of
the quality of the process and information provided by regional offices. The
ANAO did not examine the appropriateness of the funding decisions made by
regional councils.

4.14 The ANAO’s Administration of Grants: Better Practice Guide states that public
accountability is largely dependent on transparency, which is dependant on the
proper maintenance and availability of relevant documentation.25 The ANAO
sought to determine if regional council decisions clearly documented:

• how decisions met the priorities established in the regional plan;

• a justification for the decisions; and

• that the funding depended on ministerial approval of ATSIC’s budget.

Regional council priorities

4.15 The ANAO examined examples of funding decisions from all ATSIC
regions to determine if they were linked to the identified priorities of the regional
council.

4.16 The ANAO found a clear, documented link between the priorities of the
council and the funding decision in approximately two-thirds of regional council
decisions. The remaining one-third failed to document how funding decisions
were linked to council priorities. The ANAO suggests that clearly documenting
how the funding decisions meet regional council priorities will create a more
transparent decision that is more likely to stand up to scrutiny on why one
organisation or activity was funded over another.

25 ANAO 2002 Administration of Grants: Better Practice Guide, p. 47.
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Justification for funding

4.17 The ANAO examined a sample of decisions from all regional councils to
determine if the councils had adequately documented the reasons why a
submission was approved or declined. The ANAO found that approximately
two-thirds of regional councils provided sufficient justification for the approval
of a submission. For those that were approved, justification was generally given
only when a grantee was allocated partial funding. All submissions that were
declined included an explanation for the decision.

4.18 The ANAO considers it important that a justification of regional council
decisions be documented to ensure decisions stand up to scrutiny if the outcome
of the process is questioned. The reasoning should give a potential grantee an
insight into how they can better direct future applications in order to receive
funding.

Funding decisions dependent on ministerial approval

4.19 The majority of regional council funding decisions are made before the
announcement of the Federal Budget in May each year. Therefore, providing
the funding to successful applicants depends on the outcome of the budget. The
ANAO sought to determine that regional councils had included a qualifier in
their decision, stating that it was made before the Federal Budget and was
therefore subject to final budget approval.

4.20 From a sample of funding decisions from 30 regional councils, the ANAO
found that only two regions included a qualifier indicating that funding
depended on ministerial approval. The ANAO considers that this qualifier
should be included in all regional council decisions made before the final
allocation of funds from the Federal Budget. This would ensure that all
organisations are aware that funding at that stage is provisional only and may
be altered if there is a change to a regional council’s budget.

Conclusion
4.21 ATSIC grants procedures help ATSIC staff provide regional councils with
all the necessary documentation to make an informed decision about whether
they should approve a submission. The ANAO survey of all regional council
chairpersons found that regional councils are provided with adequate
information to make an informed decision. The ANAO found that ATSIC regional
managers often sought feedback from the regional council to ensure that the
information needs of the council were being met.
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4.22 The unique administrative and decision making arrangements in ATSIC
require funding decisions to be made by elected regional councils, regardless of
the quality of the process and information provided by regional offices. While
not examining the appropriateness of the actual decisions made by regional
councils, the ANAO found that the decisions of a number of councils require
further documented justification of reasons for full, partial or non-funding of a
submission. This would make the process more transparent and better enable
regional council decisions to stand up to scrutiny. The ANAO considers that
regional councils should adequately document the link between the funding
priorities contained in a council’s regional plan and the funding decisions the
council makes.
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5. Managing Approved Grants

This chapter outlines issues surrounding ATSIC’s ongoing management of approved
grants, and examines how regional offices are complying with ATSIC grants
procedures.

Background
5.1 Once a regional council has approved a grant, the project officer becomes
responsible for the ongoing management of the grant to ensure that grant monies
are spent appropriately and that the services that funds were applied for are
being delivered. The ANAO examined three key elements of grant management:

• the terms and conditions of the grant;

• performance reporting by grantee organisations; and

• regional office compliance with ATSIC grants procedures.

Grant terms and conditions
5.2 The ANAO’s Administration of Grants: Better Practice Guide26 suggests that
the terms and conditions of the grant should:

• protect the Commonwealth’s interests by ensuring that public money is
used for the intended purpose;

• ensure there are defined project deliverables and schedule payments; and

• specify progress reporting requirements and acquittal procedures.

5.3 It is important that the grant terms and conditions allow for a clear
understanding between ATSIC and the organisation receiving the grant and,
while giving legal protection to both ATSIC and the grantee organisation, would
not be difficult or costly to administer.

5.4 ATSIC uses three different kinds of grant terms and conditions. They are:

• standard terms and conditions (applied to all grants);

• generic special conditions (a supplementary list developed by ATSIC
National Office from which regions can choose from); and

• additional special terms and conditions (designed by individual regional
offices when other conditions do not provide adequate controls).

26 ANAO 2002 Administration of Grants: Better Practice Guide, p. 51.
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Standard terms and conditions

5.5 The ANAO examined the standard terms and conditions associated with
ATSIC grants and found them to be appropriate. However, many grantee
organisations lack the skills or time to comply with some of the monitoring
requirements established in the terms and conditions. In some cases these
difficulties were overcome by ATSIC providing funds for specialists to undertake
the monitoring requirements of the grant, such as preparing financial statements.

5.6 As an example, the Kullarri Regional Council (based in Broome) supports
the Kimberley Aboriginal Association. The association is owned by several
Indigenous organisations in the area and provides financial management services
on a fee-for-service basis to organisations administering the grants. For regions
where there is a high demand for these skills, using an organisation such as the
Kimberley Aboriginal Association presents economies of scale to the financial
management of grants and ATSIC monitoring and reporting requirements.

Generic special conditions

5.7 In addition to the standard terms and conditions of a grant, ATSIC has
developed a series of generic special conditions. These generic special conditions,
which have been cleared by the ATSIC general counsel and legal affairs branch,
can be used if the standard terms and conditions do not provide adequate legal
protection. Examples of the use of generic special conditions are when a grantee
organisation purchases a motor vehicle or hires staff using ATSIC grant funds,
and there is concern about the organisation’s capacity to manage these particular
activities.

5.8 The ANAO found that, in a small number of regions, these generic special
conditions were added to the standard terms of grants in instances where they
were not relevant. ATSIC indicated that the conditions were made available to
project officers in such a way that it was easier to include all the special terms
and conditions into the letter of offer, rather than just those conditions relevant
to the grant. During the course of the audit ATSIC indicated that they had
recognised that the way the generic special conditions had been documented
unintentionally made it easier to include them all rather than select only relevant
conditions. ATSIC advise this has been changed for 2002–03.

5.9 While the ANAO found no evidence that the practice of including all
generic special conditions had caused difficulty, it could do so by placing
unnecessary constraints on an organisation. The ANAO suggests that ATSIC
staff place a special condition on a grant only if it is directly relevant to the
purpose for which the grant is being made and is commensurate with the level
of risk associated with the activity.
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Additional special terms and conditions

5.10 In a small number of regions, additional special terms and conditions
(over and above the generic special conditions) had been drafted locally by the
regional office and cleared through ATSIC’s legal branch in National Office.
The ANAO found that for the most part these additional special terms and
conditions would be more appropriate as monitoring tools. These additional
special terms and conditions are designed to provide regions with the flexibility
to manage the grants within the context of their region.

5.11 As an example, one regional office had a number of grants with additional
special terms and conditions. The conditions ranged from free entry to an ATSIC-
funded rugby league tournament for ATSIC staff to run a promotional booth, to
the stipulation that a grantee organisation develop a mission statement.

5.12 The use of the special conditions in these ways increases the likelihood of
an organisation breaching the grant conditions, as it may impose unnecessary
conditions on the grantee organisation that may not apply to their circumstances.
Such use of these additional terms and conditions needs to be justified. When
implementing them, ATSIC should ensure that an appropriate balance is struck
between the constraints these conditions will place on an organisation and the
organisation’s ability to manage these constraints.

5.13 An alternative to having these additional factors as special terms and
conditions was observed in the Nhulunbuy Regional Office. The office negotiated
special requirements with the grantee organisation as monitoring tools or items
to be added into performance reports, rather than including them as special
terms and conditions in the letter of offer. The ANAO found that the latter was
a more appropriate way of achieving the desired outcomes. A further possible
way of incorporating these conditions would be to integrate them into the
objective of the grant. Regional offices should consider incorporating these factors
as a monitoring tool or grant objective in the first instance. Special terms and
conditions should be used only where these options do not provide the necessary
controls or in situations where the grantee organisation’s risk profile makes it
necessary.

Grantee performance reporting
5.14 One of the conditions placed on ATSIC grantee organisations is the
preparation of periodic performance information reports. At the start of the grant
period, organisations agree on a set of performance indicators with ATSIC that
they will report against at a specified time. For the most part these reports are
completed yearly, though the risk appraisal team can impose more frequent
reporting. The ANAO consider that performance measures should allow both
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ATSIC and the grantee organisation to assess the extent to which the program is
meeting operational and strategic objectives.

5.15 Each type of grant has a specific set of mandatory performance indicators
set by ATSIC National Office. ATSIC regional offices and individual grantee
organisations can establish additional indicators that better capture the nature
of the work undertaken by the organisation or highlight performance that the
organisation believes is important.

5.16 The information collected on the mandatory indicators is captured through
ATSIC’s Grants Management System at a regional level, and forms the basis of
national reporting in annual reports and other aggregated data. Additional
indicators are not captured through the Grants Management System, but are
monitored on a regional level.

5.17 The ANAO examined grant documentation from all 35 ATSIC regions.
Furthermore, the ANAO interviewed staff in four ATSIC regional offices and
surveyed all regional managers. The ANAO identified issues pertaining to
performance indicators and associated reporting. Specifically, the issues relate
to the:

• relevance of performance indicators including the number of indicators;
and

• reporting requirements for grantee organisations.

Relevance of indicators

5.18 The ANAO sought to establish that the information collected was relevant
to both ATSIC and the grantee organisation. ANAO better practice suggests
that relevance is the degree to which performance information enables the
evaluation of the organisation’s performance. This is best achieved where
performance information is directly related to clearly stated outcomes and
strategies, balanced in relation to the use of inputs and achievement of outputs
and outcomes.27

5.19 The ANAO found that the majority of performance measures were basic
inputs, such as the number of participants. The ANAO also found that the
number of mandatory performance indicators a grantee organisation has to
report against differs, depending on the nature of the grant.

5.20 The ANAO found that the reporting requirements for grants were not
necessarily commensurate with the size of the actual grant received, most notably
for CDEP grants. ATSIC CDEP wages grants are the most significant in financial

27 ANAO 2002 Administration of Grants: Better Practice Guide. p. 26.
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terms. However, there are only two mandatory performance indicators: the
number of males employed, and the number females employed. Smaller grants,
such as legal services grants, have more than 100 performance indicators. In
some cases, a number of these measures may not be relevant.

5.21 The ANAO observed that some regional offices are taking a proactive
approach to capturing complementary outcomes by negotiating the inclusion
of additional relevant performance indicators. These additional indicators allow
grantee organisations to demonstrate the positive impacts ATSIC funding has
within their community that are outside the scope of the particular output group.
Many community organisations are reported as being frustrated that, without
these additional performance indicators, they are unable to publicise the range
of positive outcomes in their communities resulting from ATSIC grants.

5.22 While the ANAO noted that some relevant performance information is
being captured, there are difficulties in reporting this performance at a national
level. Each region has adopted its own approach to collecting additional
information. The ANAO suggests that ATSIC review what information needs
to be collected to better capture and promote the positive outcomes being
achieved through grant funding.

Reporting requirements for grantees

5.23 The ANAO sought to establish that ATSIC was seeking to minimise the
administrative cost to grantee organisations in measuring and reporting
performance information.

5.24 ATSIC moved from annual performance reporting to quarterly reporting
in the 2001–02 financial year. To help reduce the administrative burden on grantee
organisations, ATSIC advised that the 2001–02 letter of offer to successful grantee
organisations will contain provisions for them, as an option, to use field visit
reports by ATSIC officers as the basis of their performance information reports.

5.25 The ANAO considers this a positive step in achieving grantee organisation
compliance with grant conditions relating to performance reporting. However,
the ANAO found that a number of regions either fail to undertake field visits or
the documentation of field visits is poor (see para 5.40). Therefore, there is a risk
that ATSIC may become the cause of breaches to the terms and conditions of the
grant if the necessary field visits are not performed and documented to enable
grantee organisations to use this information for performance reporting. For
the initiative to work effectively, there is a need for adequate field visits and an
improvement in the quality of ATSIC field visit documentation.
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Compliance with ATSIC grants procedures
5.26 ANAO better practice suggests that public accountability largely depends
on transparency, which, in turn, depends on the proper maintenance and
availability of relevant documentation. A transparent and systematic grant
appraisal process helps inform decisions, and enhances confidence in the
selection process and program outcomes for both program stakeholders and
the public.28

5.27 Due to the decentralised nature of ATSIC’s regional offices, the ANAO
sought to establish compliance with ATSIC policy and procedures in each
regional office. The documentation on individual grant submissions held in
regional offices provides evidence of how ATSIC policy and procedures are put
into practice.

5.28 In examining regional office compliance with grants procedures, the
ANAO considered two key elements:

• financial management; and

• performance management.

Financial management and accountability

5.29 Improved financial management of grants has been a priority area for
ATSIC over recent years. Previous internal and external reviews have
recommended changes to ATSIC’s financial management policy and procedures,
including the Government’s Special Audit in 1996. ATSIC’s Grants Management
System was developed based on the recommendations of the 1996 audit.

5.30 The ANAO undertook a detailed examination of a significant number of
grant files in the Wagga Wagga, Cairns, Nhulunbuy and Broome regional offices.
This documentation and the processes examined included letters of offer and
acceptance, funds releases, variations and acquittals.

5.31 The result of this examination indicated that the management of funds releases
and, to a slightly lesser degree, grant acquittals, was sound. This strength comes
primarily through the application of the Grants Management System that ATSIC
officers use to ensure internal procedures are followed. The system requires project
staff and decision-makers to enter defined information at certain points in the
application process and funds allocation cycle. Only after satisfactory information
is entered into the system will it allow officers to proceed to the next screen or
decision-making stage, or to print key letters or documents. The automated steps
built into the Grants Management System reflect grants procedures.

28 ANAO 2002 Administration of Grants Better Practice Guide, p. 22.
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5.32 The acquittal processes within ATSIC are sound. However, acquittal relies
on the grantee organisation providing key documentation, such as audited
financial statements. Often this documentation is not provided in a timely
manner, leading to delays in fully acquitting the grant.

5.33 In the past, ATSIC has focused strongly on the financial management of
grantee organisations. This strong financial focus of the ATSIC regional offices
has resulted in the recruitment of staff with strong financial skills. Results from
the ANAO survey of regional managers found that the background of a number
of staff included banking or accountancy, or highlighted that staff were
undertaking further study or training in areas such as accountancy and
bookkeeping.

Performance management and monitoring

5.34 Given the strengths of the Grants Management System, the ANAO
concentrated its analysis of grant files from the regions not visited by the ANAO
on the following administrative steps required by ATSIC grants procedures:

• project officer assessments;

• risk appraisal team reports;

• regional council decision sheets;

• evidence of field visits; and

• periodic performance information reports.

5.35 The ANAO noted from previous ANAO performance audits29 that many
regions undertake the administrative functions associated with grant
management differently, and hence the sample included at least one file from
each ATSIC region.

5.36 The ANAO examined a sample of grant files selected by the Australian
Bureau of Statistics to ascertain that:

• they contained the required key documents (as outlined above); and

• key procedures were undertaken in a timely manner.

5.37 The sample size of 264 individual grant files from the 1999–2000 grant
period, included 121 CDEP grants and 143 regional council discretionary grants,
with a total value of over $97 million.30 The individual grants varied in value
from $440 to $4.1 million. The ANAO examined how the entire process, from

29 ANAO Audit Report No. 36 2000–01, Municipal Services for Indigenous Communities, pp. 122-124.
30 The sample of grant files selected by the Australian Bureau of Statistics is statistically sound and

allows for extrapolation of the ANAO’s findings across all ATSIC CDEP and discretionary grants.



58 Grants Management

submission to acquittal, was being undertaken. At the time of fieldwork, the
ANAO was advised that some regions had not undertaken acquittals for
2000–01 and hence grants from 1999–2000 were examined. In undertaking this
assessment, the ANAO also considered any changes made by individual regions
to grants procedures or where ATSIC has altered the procedures in 2001–02 or
2002–03.

5.38 Figure 3 shows the percentage of grants across ATSIC where key
documents could be evidenced.

Figure 3
Documentary evidence of key processes

Source: ANAO analysis of ATSIC grant files

5.39 Figure 4 illustrates that 10 to 25 per cent of key documents required by
ATSIC grants procedures were unable to be evidenced by the ANAO. The ANAO
considers that this puts the quality and the transparency of ATSIC decision-
making at risk.

Recommendation No. 4
5.40 The ANAO recommends that all key processes and decisions be clearly
and accurately documented to ensure full transparency and accountability,
consistent with ATSIC guidelines.

ATSIC response:

5.41 Agreed. We will remind regional managers, national program managers
and project staff of the importance of this requirement.
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Administration and conduct of field visits

5.42 In examining the administration and conduct of field visits, the ANAO
assessed what monitoring targets each region had established in their risk
appraisal team process or project officer assessments. Where no target was set,
the ANAO used the standard of quarterly field visits established in ATSIC’s
Grants Procedures manual to assess regional performance.

5.43 The ANAO assessed a region’s compliance with field visit targets on the
basis of CDEP grants, discretionary grants, and overall. The ANAO found that
the percentage of field visits completed varied significantly from region to region
within the sample of grants assessed. Overall, the ANAO found:

• while no region received a zero rating for CDEP, two regions did for their
discretionary grants; and

• the lowest compliance with field visits was three per cent, and the highest
was 153 per cent.31 Figure 4 highlights the overall average for CDEP,
discretionary and total grants across ATSIC.

Figure 4
Completion of field visits

Source: ANAO analysis of ATSIC grant files

5.44 Further, the ANAO found that in all, 20 of the CDEP grantee organisations
had no recorded field visits for 1999–2000. For discretionary grantees, this number
was higher, with 68 not receiving a visit from ATSIC. These figures represent in
excess of $23 million in CDEP grants, and $4 million in discretionary grants is
not being physically monitored.

31 This was due to an exceptional number of field visits undertaken for CDEPs. The next closest to this
was 74 per cent overall.
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5.45 Some regions were setting an unreasonable and at times unattainable target
number of field visits. A number of regions were committing themselves to more
than six field visits for NAIDOC grants, which are generally small, one-off grants.
For example, in one region a NAIDOC grant for $440 had a monitoring target of
12 field visits. This factor accounts for a proportion of the poor performance of
regional offices in attaining their field visit targets.

5.46 For 2001–02 the letter of offer sent to grantee organisations contains
provision for organisations to use field visit reports by ATSIC officers as the
basis for performance information reports (see para 5.24). The ANAO considers
that, if the low incidence of ATSIC field visits in 1999–2000 continues into
2001–02, organisations will find it difficult to comply with the terms and
conditions in the letter of offer. If ATSIC staff are not undertaking the required
number of visits, grantees will be unable to fulfil their reporting requirements.

5.47 The ANAO consider that ATSIC staff setting monitoring targets should
ensure that all targets are realistic and appropriate, giving due consideration to
issues such as human and financial resources (Recommendation No. 2), access
to transport and, in some regions, seasonal access to communities.

Recommendation No. 5
5.48 The ANAO recommends that ATSIC undertake an appropriate number
of field visits based upon the grantee organisation’s risk profile. The conduct
and results of these field visits should be adequately documented in line with
ATSIC grants procedures.

ATSIC response:

5.49 Agreed. The grant procedures were changed in 2001–02 to stress the need
to define monitoring arrangements, taking into account the risk profile and the
available resources. We will remind regional managers of the importance of
documenting field visits.

Conclusion
5.50 The ANAO concluded that there is scope for improvement in ATSIC’s
ongoing management of approved grants.

5.51 Mandatory performance indicators often did not capture the outcome of
grant funding. Frequently this was because the positive impact of the grant went
beyond the program for which the grant was intended. Therefore, Parliament
and the public are not provided with a complete picture of the effect of grant
funding to Indigenous Australia. Grantee organisations would like the
opportunity to express these additional positive effects of grant funding.



61

Managing Approved Grants

5.52 The ANAO considers that the standard grant terms and conditions set by
ATSIC are appropriate. However, many grantee organisations struggle to meet
the administrative requirements. Some regions have placed a high reliance on
special terms and conditions to minimise risk. The ANAO found that, in many
cases, these special conditions were not appropriate and would be better used
as objectives of the grant, or monitoring tools or performance indicators.

5.53 The ANAO found that ATSIC’s funds release and acquittal processes,
supported by the Grants Management System, are sound. ATSIC demonstrated
strong performance on all aspects of compliance relating to financial management
and acquittal of grant funds. Over recent years, this has been a focus for regional
office staff. The quality of the work highlights this focus.

5.54 The ANAO sought to determine whether key stages in ATSIC’s Grants
Procedures manual were followed in practice. The ANAO found that the
management of non-financial aspects of the process, such as adequate
documentation and undertaking the required number of field visits to monitor
grants, requires improvement in many ATSIC regional offices. The ANAO
considers this to be an area for ATSIC to focus on, while ensuring the gains in
financial management are not lost.

Canberra   ACT Ian McPhee
24 July 2002 Acting Auditor-General
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18, 22, 26, 28, 30, 36, 37, 38, 42,
44, 45, 46, 48, 50, 51, 53, 54, 55,
56, 57, 60, 61

Risk appraisal team  7, 25, 38, 39, 40,
41, 42, 43, 44, 47, 53, 57, 59

Risk Management  5, 16, 36, 37, 38, 39,
41, 42, 44, 45

S

Supplementary funder  5, 15, 29, 30,
33, 34

T

Training  23, 40, 43, 48, 57
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Series Titles
Audit Report No.1 Performance Audit
Information Technology at the Department of Health and Ageing
?????????????????????????????



64 Grants Management

Better Practice Guides
Administration of Grants May 2002

Performance Information in Portfolio Budget Statements May 2002

Life-Cycle Costing Dec 2001

Some Better Practice Principles for Developing
Policy Advice Nov 2001

Rehabilitation: Managing Return to Work Jun 2001

Internet Delivery Decisions Apr 2001

Planning for the Workforce of the Future Mar 2001

Contract Management Feb 2001

AMODEL Illustrative Financial Statements 2001 May 2001

Business Continuity Management Jan 2000

Building a Better Financial Management Framework Nov 1999

Building Better Financial Management Support Nov 1999

Managing APS Staff Reductions
(in Audit Report No.49 1998–99) Jun 1999

Commonwealth Agency Energy Management Jun 1999

Corporate Governance in Commonwealth Authorities
and Companies–Principles and Better Practices Jun 1999

Managing Parliamentary Workflow Jun 1999

Cash Management Mar 1999

Management of Occupational Stress in
Commonwealth Agencies Dec 1998

Security and Control for SAP R/3 Oct 1998

Selecting Suppliers: Managing the Risk Oct 1998

New Directions in Internal Audit Jul 1998

Controlling Performance and Outcomes Dec 1997

Management of Accounts Receivable Dec 1997

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

Public Sector Travel Dec 1997



65

Managing Approved Grants

Audit Committees Jul 1997

Core Public Sector Corporate Governance
(includes Applying Principles and Practice of Corporate
Governance in Budget Funded Agencies) Jun 1997

Administration of Grants May 1997

Management of Corporate Sponsorship Apr 1997

Telephone Call Centres Dec 1996

Telephone Call Centres Handbook Dec 1996

Paying Accounts Nov 1996

Performance Information Principles Nov 1996

Asset Management Jun 1996

Asset Management Handbook Jun 1996

Managing APS Staff Reductions Jun 1996


