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INTRODUCTION

Introduction

The contents of this report have been finalised since the general
election for members of Parliament on 27 November 1999. The
results of the election are now for the most part final and a
new government has been sworn in. The new Parliament is
expected to have been called together and begun its first
session by the time this report is ready for presentation to the
House.

The general election has resulted in there being many new
members of Parliament. For those members at least, the
subjects dealt with in this report are likely to be new. However,
the financial activities of the Crown require attention because
they are a major feature of the country’s economy, and
influence the day-to-day affairs of many people and
businesses.

The financial activities of the Crown and its sub-entities –
government departments, Crown entities, State-owned
enterprises, and the Reserve Bank of New Zealand – are
summarised each year in the Financial Statements of the
Government of New Zealand. Those statements and the
transactions behind them are subject to audit by the Audit
Office.

The Audit Office is also the auditor appointed by Parliament
of:

• all government departments;

• most Crown entities and their subsidiaries; and

• all State-owned enterprises and their subsidiaries.

The articles in this report are all on subjects relating to the
Crown and its sub-entities. Specifically:

• The first two articles deal with the results of our audits of
the 1998-99 Financial Statements of the Government and the
1998-99 financial statements of government departments
(pages 9-16 and 17-25 respectively).
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• The third and fourth articles report on particular matters
that were dealt with during the course of those audits (pages
27-36 and 37-47 respectively).

• The fifth article reports the results of a special audit of how
the Ministry of Fisheries is gathering the information that it
needs to meet its responsibilities under the Fisheries Act
1996 (pages 49-112).

We hope that all members of the House – both first-time and
returning – will find this report a useful addition to their
understanding of the financial business of the Crown and its
associated entities.
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1.001 The Audit Office issued its audit report on the Financial
Statements of the Government of New Zealand for the year ended
30 June 1999 (the Financial Statements)1 on 10 September 1999.
This is the same date on which the Treasurer, the Minister
of Finance, and the Secretary to the Treasury signed their
Statement of Responsibility for the Financial Statements.

Unqualified Opinion Issued

1.002 The audit report appears on pages 22-23 of the Financial
Statements.  The report includes our unqualified opinion that
those statements:

• comply with generally accepted accounting practice; and

• fairly reflect:

• the results of operations and cash flows for the year ended
30 June 1999; and

• the financial position as at 30 June 1999.

1.003 As in previous years, the Treasury has provided a
comprehensive commentary on the financial performance
and position, which is presented on pages 10-20 of the
Financial Statements.

1.004 Nevertheless, we draw attention to the following significant
items reflected in the reported results.

Accident Rehabilitation and Compensation –
Recognition of Unfunded Liability

1.005 As indicated on page 15 of the Financial Statements, the
Accident Rehabilitation and Compensation Insurance
Corporation (ARCIC) and the Crown have recognised the
future costs of past claims to ARCIC as at 30 June 1999.

1.006 The initial recognition of this liability has had a net
negative impact of some $6,100 million on the Crown’s net
worth as at 30 June 1999.

1 Parliamentary paper B.11.
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1.007 The Audit Office has worked closely with officials from
the Treasury and the Department of Labour in considering
the actuarial, accounting and disclosure implications of
recognising this liability for the first time.

1.008 ARCIC has obtained actuarial valuations of the liability for a
number of years, and these valuations were used to support
the note disclosure of the unfunded liability in the financial
years ended 30 June 1995 to 1998.

1.009 This financial year, the Department of Labour, in consultation
with the Treasury and the Audit Office, obtained an
independent actuarial valuation of the liability.  The valuation
included a reconciliation of any differences with ARCIC’s
own actuarial valuation (these differences were minimal
in relation to the total liability).

1.010 The Audit Office has publicly promoted the recognition of
this liability since 1997, in order that:

• ARCIC’s and the Crown’s financial statements fairly
reflect the unfunded liability which has arisen since the
scheme was moved from a fully funded to a ‘pay as you
go’ scheme. (Note that ARCIC’s levies now include an
amount to move the scheme back on to a fully funded
basis – for the employers account – over the next fifteen
years.)

• There is full transparency (and, thus, accountability) of
the impacts of management decisions on the unfunded
liability balance on a year-on-year basis. Movements in
the balance will be reflected in ARCIC’s and the Crown’s
operating balance as from 1 July 1999. Potentially, these
movements are significant, depending in particular on:

• the number of long-term claimants who will leave the
scheme over the next few years; and

• movements in the risk-free rates of return used to discount
the liability to its net present value.
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The Public Trust Office

1.011 As indicated on page 12 of the Financial Statements, the
reserves of the Public Trust Office have now been
recognised as an investment in the Financial Statements.
These reserves total some $86 million as at 30 June 1999.

1.012 The ownership of these reserves had been subject to legal
dispute and the Court of Appeal ruled in the Crown’s
favour in March 1999.2

1.013 This was one of the last significant outstanding issues in
accounting for the Crown’s estate in the Financial Statements.
The remaining issue to be resolved is the inclusion of urban
highways (discussed in paragraphs 1.016-1.019).

Government Superannuation Fund –
Movement in Unfunded Liability

1.014 As discussed on page 17 of the Financial Statements,
during the year the Government Superannuation Fund
experienced significant movement in the unfunded liability.
The liability at the start of the year was $8,095 million.
By 31 December 1998 it had dropped by $217 million to
$7,878 million (which was the figure used for forecasting
purposes in the 1999 Budget). As at 30 June 1999 the
liability had increased by $646 million to $8,524 million.

1.015 These fluctuations illustrate the significant movements that
can occur (and their effect on the Crown’s net worth) as a
result of changes in financial assumptions and fund
experience – as we have highlighted in the case of the
ARCIC unfunded liability (see paragraphs 1.005-1.010).

Urban Highways – Who Should
Account for Them?

1.016 Transit New Zealand (TNZ) has legal opinions that indicate
that the Crown owns rural state highways and motorways
and local authorities own urban state highways. Urban state
highways have a value based on depreciated replacement
cost of approximately $1,300 million.

2 Contradictors v Attorney-General [1999] 2 NZLR 523.
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1.017 However, many local authorities do not account for urban
state highways within their financial statements because
TNZ fully funds the state highway network and, in their
view, TNZ effectively has control of the asset. At present,
many of these roads are not accounted for in either the
Crown’s or local authorities’ financial statements.

1.018 We will work with the Treasury with a view to resolving
this issue by 30 June 2000. A potential outcome is that the
Crown recognises this asset in the Financial Statements.
The topic is discussed in the 1999 Pre-election Fiscal and
Economic Update.3

1.019 With the likely issue in 2000 of a Financial Reporting
Standard on Accounting for Property, Plant and Equipment,
changes may be required to valuation methodologies
presently applied to roading.  Again we will work with TNZ
and the Treasury to resolve any issues arising.

Environmental Liabilities

1.020 A proposed draft Financial Reporting Standard on
Provisions, Contingent Liabilities and Contingent Assets
highlights the need for the Crown to identify and assess all
potential liabilities. The recognition of environmental
obligations is an emerging issue, and the Audit Office
is gathering information to determine the nature and extent
of potential environmental obligations of entities within the
Crown estate. We will also consider the position in local
government where the Crown may be exposed to residual
liability issues.

1.021 We will continue to work with the Treasury in developing
our understanding of this issue and considering any
potential accounting implications that may arise.

3 Parliamentary paper B.16, page 57.
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Student Loan Debt

1.022 Current and former tertiary students owed the Crown some
$3,002 million as at 30 June 1999. This asset is shown under
advances in the Crown’s Statement of Financial Position
and is net of any write-offs and provisions (which currently
stand at 10% of the gross debt). This is a significant asset
for the Crown that has grown rapidly as illustrated in
Figure 1.1.

Figure 1.1
Student Loan Debt 1995-1999

1.023 Total student loan debt is projected to grow at similar rates
in future years.  This rate of increase raises questions as to
the level and extent of information – such as profiles of the
age, individual amounts outstanding, and expected
maturities – that it is appropriate to disclose.

1.024 The Treasury is considering alternative valuation strategies.
The Audit Office is evaluating the adequacy of current
information and will report further in 2000.
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Valuation of Investments in State-owned
Enterprises and Crown Entities

1.025 The Crown has $12,900 million invested in the net assets of
State-owned enterprises and Crown entities. This large and
diverse investment portfolio gives rise to a range of
valuation issues. For example, the split of Electricity
Corporation of New Zealand into three entities requires
each of them to be revalued in light of their differing
circumstances.

1.026 The Audit Office will work with the Treasury in addressing
these issues, and we will consider the nature of any further
audit work that may be necessary.

Full Consolidation

1.027 As discussed in previous years, we anticipate that the
Crown’s exemption from having to prepare fully
consolidated financial statements will be removed when
the new financial reporting standard covering consolidation
of investments in subsidiaries is promulgated.  The Treasury
and the Audit Office are giving continuing consideration to
the implications of full consolidation from a financial
reporting and auditing perspective.
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Introduction

2.001 This article reports on the results of the 1998-99 audits of
42 government departments. Its purpose is to inform
Parliament of the assurance given by the audit in relation to:

• the quality of financial reports; and

• the financial and performance management of departments.

Audit Opinions Issued

2.002 The Public Finance Act 1989 (the Act) specifies departments’
responsibilities in fulfilling the requirements for general
purpose financial reporting. Sections 34A(3) and 35(3) of
the Act require departments to prepare their financial
statements in accordance with generally accepted accounting
practice.1

2.003 The Act also sets out the responsibility of the Audit Office
to issue an audit opinion on the financial statements of
each department (section 38).

2.004 To form an opinion on the financial statements of
departments, our audits are conducted in accordance with
generally accepted auditing standards together with our
own additional standards appropriate to public sector audits.
The audits are planned and performed so as to obtain all
the information and explanations considered necessary in
order to provide sufficient assurance that the financial
statements are free from material mis-statements, whether
caused by fraud or error. In forming our opinion, we also
evaluate the overall adequacy of the presentation of
information in the financial statements.

1 “Generally accepted accounting practice” is defined in section 2(1) of the Public
Finance Act 1989.
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2.005 For the year ended 31 March 1999, all of the 42 government
departments audited received an unqualified audit
opinion.  See Figure 2.1.

Figure 2.1
Analysis of Audit Opinions 1994-1999

Year Ended 30 June 1999 1998 1997 1996 1995 1994

Unqualified opinions 42 44 42 45 42 40

Qualifications regarding
statements of service
performance - - 1 1 1 4

Qualifications regarding
cost allocation - - - - 2 -

Qualifications regarding
other issues - - 3 - - -

Total audit opinions
issued 42 44 46 46 44 44

Notes:
1. The reduction from 44 to 42 departments between 1998 and 1999 is accounted for by

the disestablishment of 3 departments (the Ministries of Agriculture and Forestry and
Valuation New Zealand) and the establishment of 1 new department (the Department
of Work and Income).

2. In 1995, one department received a qualification on two separate matters.

2.006 This is the second successive year of unqualified opinions
for all departments – a pleasing situation for all concerned.

Financial and Service
Performance Management

2.007 In 1994, we began reporting our assessments of certain
aspects of management to the chief executive and to the
department’s key stakeholders (such as the responsible
minister and the select committee which conducts the
financial review of the department).
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2.008 While conducting the annual audit, our auditors examine
aspects of financial management and service performance
management. The purpose of this exercise is to identify
specific areas of management where there are weaknesses, and
to make recommendations to eliminate those weaknesses.

Financial Management

2.009 We assess the following aspects of financial management:

• Financial control systems – the systems for monitoring
expenditure and the management of assets.

• Financial management information systems – the systems for
recording, reporting and protecting financial information.

• Financial management control environment – management’s
attitude, policies and practices for overseeing and
controlling financial performance.

Service Performance Management

2.010 Aspects of the management of service performance that
we assess and report fall into two broad areas:

• Service performance information and information systems –
This covers the adequacy of monitoring and control
systems for service performance information, the
accuracy of the information produced by those systems,
and whether the performance measures in the statement
of service performance are being used as a management
tool.

• Service performance management control environment –
This covers the existence of quality assurance procedures,
the adequacy of operational policies and decisions, and
the extent to which self-review of non-financial
performance is taking place.
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The Rating System

2.011 The rating system we use is as follows:

The Results

2.012 We assessed management in each of the 42 departments.
A summary of the assessments (210 in total – 5 for each
department) is given in Figure 2.2 opposite.

Assessment Term Further Explanation

Excellent Works very well; no scope for cost-beneficial
improvement identified.

Good Works well; few or minor improvements only
needed to rate as excellent. We would have
recommended improvements only where benefits
exceeded costs.

Satisfactory Works well enough; but improvements desirable.
We would have recommended improvements
(while having regard for costs and benefits) to be
made during the coming year.

Just Adequate Does work, but not at all well. We would have
recommended improvements to be made as soon
as possible.

Not Adequate Does not work; needs complete review.  We would
have recommended major improvements to be
made urgently.

Not Applicable Not examined or assessed; comments should
explain why.
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2.013 The highlights of the results are as follows:

• There were 52 assessments of “Excellent” (25%) and
115 assessments of “Good” (55%). The total of 167
assessments (76%) that were either “Excellent” or “Good”
compared most favourably with 67% in 1998.

• “Satisfactory” assessments issued – 42 (20% of all
assessments) – were down on the 32% of 1998, but only
because of the greatly increased proportion of “Good”
and “Excellent” assessments.

• Only one assessment of “Just Adequate” was issued –
following three in 1998, nine in 1997 and 11 in 1996
and 1995.  This assessment was for financial management
control environment.

• No assessments of “Not Adequate” were issued – the
same as in the previous four years.

2.014 We compared our assessments for 1998 and 1999 for each
of the 41 departments where the comparison is possible.
The overall results for those 41 departments are
summarised in Figure 2.3 below.

Figure 2.3
Assessments for 1999 Compared to 1998

Higher Same Lower Total

FCS 5 33 3 41

FMIS 11 29 1 41

FMCE 12 26 3 41

SPIS 7 32 2 41

SPMCE 5 34 2 41

Totals 40 154 11 205

% 20 75 5 100

See Figure 2.2 for key to abbreviations.
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2.015 The noteworthy features of these results are:

• Three-quarters of the assessments did not change
between 1998 and 1999.

• Nearly 20% of the assessments were higher in 1999 than
in 1998.

• About 5% of the assessments were lower in 1999.

2.016 The magnitude of the shift to higher assessments
indicated quite a marked improvement by departments in
the 1999 year, compared with the more gradual improve-
ment that had characterised the two previous years.

2.017 Departments have taken a keen interest in how their
performance can be improved to achieve improved
assessments. Our auditors continue to offer advice on
improvements in their management letters.

2.018 We have now reported our assessments of management
performance to Parliament for each of the past six years.
Our assessments have often been of considerable interest to
select committees when conducting their financial reviews
of departments.

2.019 Departments vary greatly in terms of size and organisational
structure.  When we first reported results of the assessments
to select committees, we took care to alert committees to
those differences and urged them not to make comparisons
between departments without being mindful of consider-
ations, such as size and structure, which could explain
reported differences in performance.  Caution should continue
to be exercised in using these assessments.
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Introduction

3.001 Earlier this year we wrote about maintaining financial
and service performance during organisational change.1

Among the risks we identified was the increased potential
for:

• inability to report accurately on financial and non-financial
performance; and

• breakdown in financial control systems.

3.002 During the 1998-99 financial year, two large and important
public sector organisations underwent major organisational
changes:

• With effect from 1 October 1998, the income support
function of the Department of Social Welfare and the
employment functions of the Department of Labour
were put together to become the Department of Work
and Income. The latter department then had to integrate
the functions into a co-ordinated service.

• With effect from 1 July 1998, the Health Funding Authority
began operations under that name as successor to the
Transitional Health Authority (which had been set up to
combine the functions of the previous four Regional
Health Authorities). During 1998-99 the Health Funding
Authority undertook an extensive restructuring exercise.

3.003 The Department of Work and Income and the Health Funding
Authority are among the largest spenders of taxpayers’
money.  In 1998-99, the total of appropriations for Vote
Work and Income was $9,059 million2, and the total of
appropriations in Vote Health for the purposes of the Health
Funding Authority was $6,217.3 million.

3.004 Given those very large sums of money, it was important

1 First Report for 1999, parliamentary paper B.29[99a], pages 51-62.

2 This was not a full-year’s appropriations.  The appropriations were for the nine-month
period from 1 October 1998 to 30 June 1999.
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that the organisations took every feasible step to maintain
the quality of financial management at a high level during
the time of change.

3.005 This article reports on the findings of our 1998-99 annual
audits of the Department of Work and Income and the
Health Funding Authority, with a particular focus on the
findings relevant to financial management and control.

3.006 While acknowledging that organisational restructuring
imposes considerable burdens on management and staff,
in our view neither organisation was as successful in
maintaining its standard of financial management as it
could have been.

Department of Work and Income

3.007 The Department of Work and Income (the Department)
has undergone a significant amount of change over a short
period. The change process is ongoing and will not end
until integration of the constituent functions is finished.

3.008 When the Department was established, the policies and
procedures used by the antecedent organisations were
adopted as an interim measure.  This allowed the Department
to continue to provide its essential services to the community.

3.009 The Department has been replacing the adopted policies
and procedures with those of its own devising, which are
intended to be more appropriate for its new operations.
Again, that process is ongoing.

Overall Control Environment

3.010 During the period 1 October 1998 to 30 June 1999, the
considerable changes occurring within the Department
predictably risked weakening – and did in fact weaken –
the overall control environment from that which existed in
its antecedent organisations. However, we believe that the
Department has recognised the impact of change on its
control environment and is taking steps to ensure that
improvements are achieved.
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Areas Requiring Improvement

3.011 The areas of financial management where we considered
that improvement was necessary as at 30 June 1999 included:

• controls over expenditure;

• the quality of variance reporting;

• the quality of reconciliation controls over Crown and
departmental accounts;

• strengthening of the delegations in place;

• strengthening systems of self-review;

• the accuracy of and internal control over benefit
payments, including discretionary benefits;

• the monitoring of legislative compliance;

• the appropriateness of outputs and their related
performance measures; and

• systems for capturing and reporting non-financial
performance information.

3.012 Since 30 June 1999, the Department has initiated a
number of actions that should improve its overall
management control environment in 1999-2000 and future
years.  Specifically, it has:

• begun a probity project on prudent expenditure;

• reviewed delegation levels and revised the delegations
documentation;

• updated and implemented changes to the Financial Policies
and Procedures Manual;

• restructured the Finance Unit;

• prepared and issued Strategic Plan 1999-2004;

• progressed the risk management project which includes
legislative compliance;
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• implemented changes to key performance indicator systems;

• made significant improvement in human resource matters;

• carried out extensive coaching and training courses;

• begun a review on output classes; and

• begun work on developing an activity-based costing system.

3.013 Given the large sums of money administered by the
Department, we will be maintaining a close watch on these
initiatives to ensure that they are successfully implemented.

Health Funding Authority

3.014 Although there had already been a full year of transition
after the Transitional Health Authority was established on
1 July 1997, the Health Funding Authority (HFA) undertook
an extensive restructuring exercise (known as “Transformation
98”) during 1998-99.

3.015 Our concern is that the changes under Transformation 98
have had an adverse impact on the HFA’s financial control
environment.  This is reflected in deterioration in our
assessments of the three aspects of financial management,
as follows:

Management Aspect Assessment 1999 Assessment 1998

Financial control systems Just Adequate Satisfactory

Financial management Just Adequate Satisfactory
information systems

Financial management Just Adequate Satisfactory
control environment

Note: For an explanation of the ratings used in the assessments, see page 22.
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3.016 During 1998-99 the HFA’s internal auditors reviewed:

• payment procedures;

• general ledger and reporting systems;

• contracting; and

• information systems management.

3.017 The internal auditors found significant weaknesses in the
HFA’s systems of internal control and information systems
management.  These and our own audit findings raised
serious concerns about the HFA’s financial control
environment and the quality and reliability of its
management reporting.

3.018 Therefore, we extended the scope of our audit.  As a result,
we found a large number of significant errors in accruals
(accounting for services delivered but not yet paid for).
In addition, the quality of financial reporting to senior
management during the year was poor, particularly in
explaining variations between budgets and actual results.

3.019 We believe that situation raises serious doubts about the
reliability of the monthly financial information used for
management decision making, Board reporting, and external
agency reporting.

3.020 The HFA has taken steps to address these matters.  Successful
resolution will be dependent on senior management
support and better communication between corporate
finance, the operating groups, the Shared Support Services
Group, and the Information Management Group.

General Ledger System

3.021 The HFA operated six different general ledger systems
during the year.  The four systems inherited from the
former Regional Health Authorities (RHAs) continued to
operate for the first four months. One of those systems
(from the former Southern RHA) was then utilised for a
two-month period. Finally, the HFA replaced this with a
new proprietary system from 1 February 1999.
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3.022 Significant problems were experienced with the Southern
RHA system, which resulted in difficulties in accessing
transaction-level detail during the two months the system
operated.  Following the decision to use the Southern RHA
system, it quickly became evident that it was unlikely to
meet the HFA’s business needs. The HFA then decided to
install its own general ledger system.

3.023 While the HFA faced time pressures brought about by the
rapid organisational change, we believe that this situation
could have been avoided if the HFA had applied a more
robust approach to the system evaluation and selection
process. As the general ledger is a core business system, we
would have expected the decision to change it to have been
supported by a documented business case. No such business
case was prepared.

Contract Management System

3.024 The HFA implemented a national contract management
system during the year as part of the consolidation of its
core business systems for information and invoice
processing. The contract management system is a key
management tool supporting the following business
processes:

• management and monitoring of provider contracts;

• payments to providers;

• accruals for services delivered by providers but not yet
paid for; and

• budgeting and forecasting for provider expenditure and
commitments.

3.025 A number of significant problems have arisen with this
system, particularly in relation to the integrity of the data it
contains about the contracts with providers. In our view,
these problems have significantly affected the HFA’s
ability to manage its business efficiently and effectively.

3.026 Our assessment is that the problems associated with the
contract management system can be attributed to two main
causes:
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• Selection and implementation of the system. The
system purchased was chosen before Transition 98 had
been completed and the consequent new business
processes had been developed.  In addition, poor quality
data was transferred into the new system.

• Effectiveness of consultation with the users.  Key users
were not involved in specifying the user requirements,
and the operating groups were not adequately involved in
developing the new contracting business policy or “business
rules” for putting data into the new system.

3.027 The lack of consultation and training, and the problems
with the general ledger and contract management systems,
meant that many staff set up their own stand-alone
systems.  Continued reliance on these stand-alone systems
has introduced inconsistencies and inefficiencies to the
contract management business processes.  It has also meant
that the operating groups have accepted only very limited
accountability for the accuracy and reliability of the
contract management system.

3.028 This situation should be a fundamental concern for the
HFA.  Failure to rectify the problems identified will mean
that the benefits envisaged from the contract management
system will not be realised.  In our view, the current systems
are very cumbersome, resource-intensive, and prone to
error.

3.029 We understand that the HFA has implemented an “Integrity
of Financial Systems Project”.  Project timelines need to be
adhered to and resources, including a project manager
at a senior level, need to be directed to making the project
a success.

Information Systems Management

3.030 The internal auditors’ draft report on the review of
information systems management raises some serious
concerns regarding the HFA’s information systems
environment.  We are particularly concerned about the risk
that information produced from key systems may not be
able to be relied upon for reporting and management
purposes.
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3.031 The Information Management Group needs to establish a
sound information management environment that can
support the processing of information. The draft report
identifies a number of areas where basic information
systems controls need to be defined and implemented.

3.032 A major issue for the HFA is how it moves forward in a
structured and controlled manner. The specification,
development and implementation of systems that meet the
needs of the business are high priorities.

3.033 The internal auditors have made the following recom-
mendations to ensure systematic decision making that
should minimise the risk of systems needing to be
redesigned when requirements have been more clearly
defined:

• the Executive Management Team needs to formally endorse
the authority of the Information Management Council
(an internal group of senior managers) to identify and
prioritise projects that will meet the needs of the business;

• “owners” of core applications need to be identified and
ownership responsibilities defined and agreed;

• a formal project management methodology needs to be
developed and implemented;

• change management procedures need to be developed,
documented and implemented; and

• disaster recovery plans and business continuity plans need
to be fully developed and tested for all key systems.

3.034 We endorse these recommendations.  We consider that they
are fundamental to the integrity of the HFA’s financial
management and control systems and require urgent
attention.
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Introduction

4.001 Excise Duty is imposed under the Customs and Excise Act
1996 on alcohol products, tobacco and tobacco products,
and petroleum products. It is calculated by reference to
“physical content” (for example, alcohol content).

4.002 Dutiable goods attract duty as soon as they are moved
from the “Customs controlled area” in which they have
been held or manufactured. A Customs controlled area is
required to be licensed by the New Zealand Customs
Service (the Customs Service), and there are approximately
500 holders of excise licences relating to the manufacture of
dutiable goods in Customs controlled areas.

4.003 The Customs Service collected just under $2,000 million in
Excise Duty from licensees in 1998-99.

4.004 The Customs Service gains its assurance over the complete-
ness and accuracy of the revenue from Excise Duty by
undertaking a programme of excise audits. It utilises risk
assessment techniques to ensure that the focus of the audit
programme is on the management of risk.

4.005 In 1998-99 the Customs Service agreed with the Minister
of Customs (the Minister) to carry out 55 to 60 excise
audits, covering 10%-15% of the 500 excise licensees.
The Minister required the audits to be undertaken in a
manner consistent with standard methodologies which can
be externally audited.

Why We Undertook a Review

4.006 Excise Duty is a source of “Crown revenue”, which consists
of revenue received by a department on behalf of the Crown.1

Total Crown revenue from taxation for 1998-99 was $32,156
million2 , which is collected between the Inland Revenue

1 As defined in the Estimates of Appropriations, parliamentary paper B.5.

2 Financial Statements, parliamentary paper B.11, page 26.
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Department and the Customs Service.  The amount collected
by the Customs Service was $5,573.8 million3 , made up as
shown in Figure 4.1.

Figure 4.1
Crown Revenue from Taxation Collected by the
Customs Service 1998-99

4.007 A number of specific risks attach to the collection of Excise
Duty. These risks can be classified into those arising from
the actions or omissions of licensees of Customs controlled
areas and those arising from the actions or omissions of
the Customs Service.

4.008 The risks arising from the actions or omissions of licensees
include:

• not making complete and accurate returns of their
liability for duty;

• non-compliance with the law or licence conditions,
especially when the liability for duty is substantial;

3 Gross collections before refunds.  Source: New Zealand Customs Service Annual
Report 1998-99, page 13.

$3,053.1
million

$553.6
million

$1,967.1
million

Customs Duty Excise DutyGST
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• inadequate control over stock movements into and out
of the Customs controlled areas; and

• inadequate control over the measurement of “physical
content”.

4.009 The risks arising from the actions or omissions of the
Customs Service include:

• not being able to substantiate the validity of its audit
procedures as a result of inappropriate, outdated, or
poorly documented audit methodology; and

• sufficient resources not being available to ensure completion
of the annual audit programme and respond to unplanned
requests for compliance action.

4.010 The Customs Service recognises that there may well be
entities that should be licensed for Excise Duty purposes,
but which are not.  However, in terms of the total Excise
Duty revenue base, the Service estimates that the revenue
loss to the Crown from such non-licensed entities is
minimal.

4.011 By undertaking our review we sought to:

• give assurance to Parliament and the Minister that the
Customs Service is addressing the foregoing risks in its
audit procedures; and

• make recommendations where we could see room for
improvement in those audit procedures.

Customs Audit Methodology
and Documentation

4.012 The Customs Service’s annual audit programme is driven
by its Intelligence Division (ID), which is charged with
developing an excise audit programme that meets the
agreement with the Minister (see paragraph 4.005). The audits
are performed by the Commercial Audit Division (CAD),
which has responsibility for developing the audit
methodology used.
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Risk Assessment of Individual Licensees

4.013 The ID performs risk assessments on individual licensees
by assigning risk ratings against a number of criteria.
The objective of the risk assessment is to help ensure that
the excise audit programme focuses on those licensees that
represent the highest risk to the Customs Service in terms of:

• completeness and accuracy of their Excise Duty returns;
and

• compliance with relevant legislation and licence conditions.

4.014 As a result of the risk assessment, each licensee is
categorised as either “high risk” or “other”. “High risk”
licensees are audited every three years, while “other”
licensees are randomly allocated a number and audited
once every eight years. However, the ID can vary these
cycles for individual licensees should it be considered
appropriate.

4.015 The ID uses the results of each audit to update its risk
assessment of the licensee. This ensures that the risk
assessment is kept up to date.

What We Found

Audit Methodology

4.016 The documented audit methodology provides assurance to
the Minister, within the limits of the generally accepted audit
confidence level of 95%, that Excise Duty revenue reflects
returns that are complete and accurate, and that licensees
have complied with relevant legislation and licence conditions.

4.017 The excise audit files we reviewed showed that standard
methodology had been complied with.  All audit findings were
supported by appropriate, fully documented audit evidence.

4.018 Refinements continue to be made to the audit methodology –
e.g. in respect of risk assessments and focusing work on
specific risks. The refinements will help to ensure more
efficiently focused audits, while continuing to provide the
Minister with the required level of assurance.
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4.019 However, the Customs Service needs to update its audit
methodology and staff training to deal with paperless
computerised systems.  Such systems will become more
and more prevalent in the medium term.

Quality Assurance

4.020 Quality assurance procedures were not being consistently
applied around the country, and some were not being
applied at all. The current policy of ten per cent random
selection of files for peer review precludes the ability to
concentrate on specific risk areas.

Staff Skill and Experience

4.021 The Customs Service places a significant amount of
reliance on a number of highly experienced audit staff who
have been with the Service for a number of years.
It is faced with the risk that, if and when those employees
leave its employment, its capacity may be impaired and
the quality of audits may suffer. It is pleasing to note that the
Service is beginning to address this problem through
recruitment, and promoting knowledge sharing among
staff.

Measuring and Reporting
Service Performance

Performance Measures and Standards

4.022 For 1998-99, the work of the CAD was recognised in its
own output class in Vote Customs: Output Class D5 –
Commercial Audit.4   As well as auditing excise licence holders,
this output class included:

• . . . various levels of intervention to detect error or fraud, to
ensure import and export control systems are complied with
and to provide assurance that the correct classification,

4 Estimates of Appropriations 1998-99, parliamentary paper B.5 Vol.1, pages 440-441.
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origin, and value are declared and appropriate duties and taxes
are being paid, and refunds, drawbacks and revenue foregone
are correctly assessed; and

• . . . licensing specific sites to which Customs jurisdiction
relates, selectively checking and physically inspecting imports
based on risk identification, auditing importers and places of
cargo inspection . . .

4.023 The performance measures and standards specified for the
CAD were strong on the quantitative aspect of its work.
However, there were few qualitative measures, and none on
timeliness.

4.024 In our view, the work of the CAD should be the subject
of more publicly declared qualitative measures and
standards.  For example, the methodologies for both
Systems Based and Transaction Based Audits of Excise
Duty licensees are designed to provide a specified level of
assurance about the licensees’ behaviour (see paragraph
4.016).  The acceptability of the specified level, and whether
it has been achieved, would be a good indicator of the
quality of the audits carried out.

4.025 Two other useful quality indicators would be those required
as part of audit quality assurance – review by the Audit
Team Leader and peer review.  That fewer of the former
were performed than the quantity standard set, and the
latter were not performed at all, is relevant to an assessment
of the quality of the audits carried out.

4.026 In addition, we believe that including reference to the
initiatives to improve the quality and risk focus of audits
would have enhanced reporting on the qualitative aspects
of performance – for example:

• reviewing and modifying risk assessments of licensees;
and

• using (where appropriate) the results of past audits to
eliminate inefficient testing.

4.027 However, we note that for 1999-2000 the Customs Service
has adopted a new set of output classes.  One result is that
Commercial Audit is no longer an identifiable output
class – its activities are now largely part of Output Class
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D4 – Compliance Checking of Import, Export and Excise
Transactions – and no performance measures and standards
for excise audits are specified.5   Parliament is therefore
being provided with no information about the intended
audit activities of the Service for the current financial year.

4.028 The agreement between the Minister and the Customs
Service for 1999-2000 does include performance measures
and standards for audits.  However, the measures continue
to be predominantly quantitative – even though some are
labelled as qualitative.

Organisational Capability

4.029 The Customs Service’s Annual Report 1998-99 reported the
CAD’s performance for the year, principally by reference to
the performance achieved compared with the measures
and standards specified in The Estimates. While the report
met the requirements of the Public Finance Act 1989, it had
its limitations in presenting the reader with a view of the
CAD’s capability to perform the tasks expected of it.

4.030 The annual report contained two paragraphs of
commentary – one on the need for additional training of
audit staff on the growing complexities affecting the
valuation of imported goods, the other referring to the
suspension of the audit programme and some compliance
activity from July to August 1998 to manage the additional
refunds resulting from the elimination of motor vehicle
tariffs. An inference of the second paragraph is that the
CAD lacked the capability to maintain its principal
operations in order to deal with a contingent event.

4.031 Having the capability to maintain “business as usual” as
well as to cope with any and all contingent events is almost
certainly unachievable.  But the point is – as we discussed
in our Third Report for 19996  – that organisational capability
has a significant influence on the ability to deliver
outputs.

5 Indeed, for what is a bigger output class, fewer performance measures and
standards are specified altogether.

6 Parliamentary paper B.29[99c], pages 73-82.
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4.032 When the Customs Service’s Strategic Business Plan was
being prepared7 , eight additional positions were identified
as needed in the CAD to improve its ability to meet the
varying demands on its services. To date only four of
those positions have been filled (because of the inability to
offer competitive salaries until a departmental remuneration
policy is finalised).

4.033 The CAD has also had difficulty finding the resources to
respond to unanticipated “alerts” that other government
agencies have placed on its work plan.  The CAD is taking
the initiative to agree memoranda of understanding with
other agencies with the objective of clarifying respective
responsibilities and resolving issues of the “ownership”
of requests for intervention.

4.034 Further, the CAD believes that refinements to risk assess-
ment and the audit methodologies should result in
efficiencies that free up staff time and allow greater
flexibility to respond to contingencies as and when they
arise.

Conclusions

4.035 The performance measures for the CAD are strongly
oriented towards quantities delivered.  The quality dimension
could be enhanced in order to demonstrate that the
Customs Service is carrying out excise audits to the required
standards.

4.036 Staff resourcing continues to be an issue.  The CAD currently
has four unfilled positions.  Initiatives to improve the
staffing position include continued recruitment, refinements
to methodology to allow more efficient audit testing, and
agreeing memoranda of understanding with other relevant
government agencies for handling additional work at their
instigation.

7 The plan was published with the cover date 18 May 1998.
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Recommendations

4.037 We recommend that the Customs Service should:

• Introduce into its audit methodology the means to
address the issues posed by “paperless computerised
systems”. This element should be introduced in
conjunction with appropriate staff training.

• Ensure that the quality assurance procedures for its
audits are applied fully and consistently throughout the
country.

• Review the basis on which audit files are selected for
peer review, with the objective of gaining added
assurance on the quality of audits of high-risk licensees.

• Establish more and better performance measures and
standards for the qualitative aspects of the CAD’s work –
supplemented by relevant commentary in the Statement
of Service Performance – in order to demonstrate better
the quality of its excise audits.
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Sustainable Utilisation
of Fisheries

Limitations of the Scope of
Fisheries Research

5.087 Generally, New Zealand fisheries management has been
based on stock assessment research into single species.10

The primary research focus has been on hoki, orange
roughy, rock lobster, and snapper – four of the eight species
we chose to examine in this audit.

5.088 The concentration of research on a small number of
commercially important fish species has resulted in other
quota management species receiving little or no stock
assessment research attention. The Ministry’s priority is
with establishing the status of the major (single species)
fisheries resource.  It has also allowed for very little research
on stock or ecosystem dependencies.

5.089 In our 1990 joint report we noted that a consequence of
narrowly focused research was that there was no
developing knowledge base of the minimum essential
information for every stock. We believe that this situation has
not changed greatly.  The Ministry told us that the relative
risk of each stock is assessed to determine research priorities.

High Level of Uncertainty in
Fishstock Information

5.090 The Ministry told us that it uses a risk-based research
strategy which concentrates on those Fishstocks that are
heavily fished. For other stocks the Ministry relies on a
base of knowledge built from commercial catch data.

10 We acknowledge that recent reviews of the country’s fisheries science capabilities
have concluded that, although the quantity of science able to be carried out is limited,
the quality of most aspects of fisheries science is high and (in some cases)
world-leading.
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Figure 5.4
Status of Fishstocks

1 2 3 7 8

Blue- un- un- un- un- un-

nose known known known known known

1(WC) 1(EC)

Hoki above above

BMSY BMSY

 1 2 3 4 5 6 7

Ling un- un- above above above above un-

certain certain BMSY BMSY BMSY BMSY certain

1 2A 2B 3A 3B 7A 7B

North

Orange above above below below below un- below

roughy BMSY BMSY? BMSY? BMSY? BMSY? certain BMSY?

1 2 3 4 5A 5B 5D 7

Paua un- un- un- un- un- below un- un-

known known known known known BMSY known known

1(NSN) 2(NSN) 3 4 5 6 7 8

Rock above above un- above above un- below below

lobster BMSY? BMSY? known BMSY BMSY certain BMSY BMSY

1 1 2 7 8

(North) (Gulf/

Bay)

Snapper above below sustain- sustain- below

BMSY BMSY able able BMSY

1T/1J 6T

Squid un- un-

known known

Note: 1. A query (?) is used where the stock is probably above/below MSY or probably
sustainable.

2. Unknown or uncertain is used where the status of the stock is described as
not known or uncertain by the Ministry in Report from the Fishery
Assessment Plenary, May 1999: stock assessments and yield estimates.

3.   This table excludes nominal stocks (e.g.  Kermadecs, Paua 6).

Species Status of Fishstock in Relation to BMSY

by Quota Management Area
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11 Rock Lobster is presented in Report from the Mid-Year Fishery Assessment
Plenary, November 1998: stock assessments and yield estimates.

5.091 An information paper Science for Sustainable Fisheries,
prepared for the Ministry of Research, Science and Technology
by the National Institute of Water and Atmosphere
Research in October 1996, highlighted gaps in key
information for many QMS species.

5.092 In the period since preparation of Science for Sustainable
Fisheries more information for the management of stocks
has been gathered.  Figure 5.4 summarises the status of the
stocks as apparent in Report from the Fishery Assessment Plenary,
May 1999: stock assessments and yield estimates.11

5.093 Figure 5.4 shows that the status of 31 of the 44 Fishstocks
(in terms of BMSY) that we examined was not known with
any certainty.  Therefore, even for some of the most
important Fishstocks (socially, economically, and culturally)
the Ministry cannot be certain that the stocks are being
utilised to their potential (MSY) or, in some cases, being
utilised sustainably. We note, however, that for New
Zealand’s largest commercial species, hoki, the status is
known and catches appear to be sustainable.

5.094 We recommend that the Ministry:

• recognises and addresses the level of uncertainty of the
status of Fishstocks in its annual research and
management documents.

Management with Limited Information

5.095 The Ministry told us that the lack of certain information
does not mean that it does not and cannot manage Fishstocks.

5.096 In Appendix 3 on pages 102-112 we summarise some of the
key information held for each of the eight species we
assessed.  This outlines the base of information that exists
with which to manage the Fishstocks.  Information includes
recruitment, growth rates, mortality, indicators of relative
abundance, and stock assessment modelling.
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5.097 The Ministry has also adopted management techniques that
can be used for certain stocks where information is uncertain
or incomplete.  These include:

• Voluntary closure.  This is used in the Orange Roughy
3B Puysegur area with the support of the fishing industry.

• Commercial exclusions. Such exclusions include the “43
metre rule” which limits the size of boats that are allowed
to fish close to the coastline to 43 metres in length, and
prohibits the use of certain fishing techniques in
designated areas (such as trawling in harbours).

• Decision rules. An example is the rule adopted for the
southern rock lobster fishery.  The rule is designed to
rebuild the stock to BMSY by the year 2015 and may
require a series of TACC cuts.  These cuts will be agreed
with all stakeholders including quota holders.

• Adaptive management. The adaptive management
approach is learning from trial and error – such as
increasing a TACC and then changing it if necessary.
This approach was undertaken in the ling fishery and is
currently used in ORH 1 and for a range of inshore species.

5.098 Managing Fishstocks with limited or no information on
their status may not necessarily pose a risk to a particular
Fishstock.  However, we believe that without such
information the Ministry is unable to determine if the
Fishstock is being managed towards or at a level that can
produce maximum sustainable yield, as required by the
1996 Act .

The Aquatic Environment

5.099 Ecosystem processes and variability in environmental
parameters are inter-related and will affect, and be affected
by, the distribution and abundance of fish populations.
The 1996 Act highlights an ecological approach to fisheries
management. In particular, the Act requires avoiding,
remedying or mitigating any adverse effects of fishing on
the aquatic environment.
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12 The plan also notes related research which is funded by the Foundation for
Research, Science and Technology and the Department of Conservation.

5.100 In 1996 the Ministry released to all stakeholders a document
called Changing Course – Towards Fisheries 2010, which
provides a framework to help define the Ministry’s strategy.
One of the key themes in the document is the Ministry’s
objective that to effectively manage our fisheries we must
manage fish in the context of the environment in which they
exist, that is, a management approach based on the ecosystem.

5.101 Given the importance of the aquatic environment in the
management of fisheries, we expected that the Ministry
would be working to meet the environmental and
sustainability principles in sections 9, and 11 (a) and (c) of
the 1996 Act by taking into account:

• associated or dependent species;

• biological diversity of the aquatic environment;

• habitat of particular significance;

• effects of fishing on any stock and the aquatic environment;
and

• natural variability of stock.

5.102 We describe in the left column of Figure 5.5 (on pages 90-
91) the information that we believe would be necessary
for the Ministry to meet those requirements and formulate
recommendations to the Minister.  We assessed the level of
knowledge about the impacts of fishing on aquatic
environment in relation to the eight species in our audit.
Our assessment is indicated in the centre column of
Figure 5.5, headed “Current situation”.  We have also
identified the Ministry’s plans to improve the information
in this area (the right-hand column of Figure 5.5, headed
“Proposed situation”).

5.103 Figure 5.5 highlights that some research has begun and
further research is planned in most of the areas that we
have identified as critical to fulfilling the environmental
requirements of the 1996 Act.  The Ministry developed a
medium-term research plan for the aquatic environment
in September 1998.12 The plan highlights that since 1996
research has been commissioned to estimate non-fish
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Habitats of significance
All habitats of significance Some known spawning Research is planned
to a fishery are identified grounds, such as for (Oct 1999-Sept 2000) to
and defined (may be snapper, are closed. determine areas of
different habitats, one Some harbours are closed habitats of importance to
for spawning, one for larval to certain types of fisheries management
development, etc.). commercial fishing. within the EEZ for

However, no habitats of selected fish species in
significance have been selected areas.
formally defined or This includes determining
documented. areas of importance for:

•  juveniles; and
•  spawning.

Dependent stocks
Vulnerable associated and Some non-target by-catch Research is planned
dependent stocks are is recorded.  However, (Oct 1999-Sept 2000)
identified. there is no comprehensive on the estimation of non-

definition or documentation target fish catch.
of associated and This is an ongoing
dependent fish species. programme – some work

has already been done.
Utilising data already
available in the Ministry’s
database, a quantitative
estimate will be made of
the catch of non-target
species to be used to
assess the potential
impact of fishing on
associated and dependent
fish species.

Regular estimates of the None documented. Research is planned
abundance of the (Oct 1999-Sept 2000)
dependent and associated to identify trends in
stocks are made. abundance of associated

or dependent species from
selected commercial
fisheries.  This is
specifically to examine two
recently developed
deepwater and
middle-depth fisheries
(including invertebrates)
on the Chatham Rise.

Our view of the
information required

to meet aquatic
environment
requirements

Current situation Proposed situation

Figure 5.5
Information Needed to Meet Aquatic
Environment Requirements
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The Ministry believes that
information is likely to be
available from trawl
surveys, scientific
observer records, and
commercial catch and
effort data.

Estimates of fishing-related Estimates of catch and As above.
mortality of the dependent discards have been
stocks are made. undertaken for selected

species.  These can be
used to assess the level
of fishing induced
mortality.

Aquatic environment
An inventory of affected Research has been Research is planned
and vulnerable species in undertaken in 1997-98 (Oct 1999-Sept 2000)
the aquatic environment is and 1998-99 to estimate: to document and assess
performed and key • non-fish by-catch; from existing sources the
features of interaction are • by-catch of non-target methods for protecting
identified. species; and marine biodiversity from

• discards in middle- the impacts of fishing.
depth and deepwater This will require: a
trawl fisheries. description of the main

marine biotypes present
within the EEZ; distribution
of marine biotypes to
determine areas that may
be impacted by fishing,
and levels of biodiversity;
and how to maintain
these.

In relation to the fishery, No research has been Research is planned
changes to the aquatic carried out. (1999-2000) which may
environment are identified. help identify changes to

the aquatic environment.

The extent, reason and No reasons or importance No research proposed.
importance of these of changes have been
changes are assessed. identified yet.

If the change is important, No remedial action has Research is planned
and can be remedied, been carried out. (1999-2000) which will
remedial action to protect provide an understanding
the aquatic environment is of, and document for
planned or under way. management purposes,

levels of biodiversity and
how to maintain these.

Our view of the
information required

to meet aquatic
environment
requirements

Current situation Proposed situation



F
IV

E
INFORMATION REQUIREMENTS FOR THE
SUSTAINABLE MANAGEMENT OF FISHERIES

92

bycatch, non-target fish bycatch, and discards in selected
fisheries.  While the research commissioned by the Ministry
is important, we believe that significantly more research is
required to fulfil the environmental principles of the Act.

5.104 In our view the research that the Ministry has contracted
on this subject has been limited.  The environment principles
of the 1996 Act have been well known for sometime. In
1992 a Ministerial Taskforce into fisheries management
recommended the development of a set of environmental
principles that established “bottom lines” for sustainability
and took into account the ecological relationships among
fish stocks.  Furthermore, an ecosystem approach forms the
basis of the Ministry’s key strategic documents Changing
Course (1996) and Five Year Strategic Plan (July 1998).

5.105 We recommend that the Ministry:

• gives greater priority to fulfilling the environmental
requirements of the 1996 Act.
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Environmental Indicators

5.106 The Ministry for the Environment is developing a national
system for reporting the state of the environment.  This has
been done in collaboration with other agencies – including
the Ministry [of Fisheries] regarding the aquatic environment
– and is known as the Environmental Performance Indicators
Programme.

5.107 Environmental performance indicators are agreed measures
designed to help track changes in the environment.
The Ministry for the Environment intends to have a “tool
box” of core environmental performance indicators
available for use by the year 2000.  This “tool box” will help
in assessing the state of our environment and the success
of our environmental policies and laws. The list of
confirmed indicators for the marine environment was due
by 30 June 1999, but has yet to be released publicly.

5.108 The Ministry [of Fisheries] has a role in managing the
sustainable utilisation of fishing. Other agencies have
complementary responsibilities, such as:

• marine mammals and seabirds (Department of
Conservation);

• marine pollution (local authorities and the Maritime
Safety Authority); and

• coastal land use (local authorities).

5.109 We are pleased to see a growing co-ordination of effort
under the Environmental Performance Indicators
Programme, which we hope will advance the nation’s
knowledge of, and help to manage, the marine environment.

5.110 We recommend that the Ministry:

• continues to work with the Ministry for the Environment
on the Environmental Performance Indicators Programme.
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Ministry of Fisheries
Research Budget

Potential Overlap of Research Funding

5.111 We looked at fisheries research contracted by the Ministry
to assist the Minister in making decisions for management
measures – including the setting of TACs and TACCs.
But there are other sources of funding for research relating
to fishing and the aquatic environment.  For example, the
Foundation for Research Science and Technology funds
research related to fisheries and aquaculture through the
Public Good Science Fund.

5.112 There is potential overlap in the areas of research funded
by the Ministry and the Foundation.  However, the Ministry
has reported that both organisations are working
co-operatively to avoid duplication and to ensure
compatibility and complimentarity of research funding.

5.113 We recommend that the Ministry:

• continues to work co-operatively with other research
funders to avoid duplication and to ensure compatibility
and complementary of research funding.

Reduction in Research Funding During
Formulation of the 1996 Act

5.114 Figure 5.6 on the next page shows the budgeted and actual
spending between 1991 and 2000.  As can be seen, the
fisheries research budget fell from $22 million in 1991-92
to $13 million in 1997-98. This year (1999-2000) the budget
has gone back up to $20 million.
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Figure 5.6
Ministry of Fisheries Research Budget
1991-92 to 1999-2000

5.115 We observe that the trend of decline in the budget from
1991 to 1998 coincided with the formulation of the 1996
Act which, we believe, demands more information for
fisheries management than the 1983 Act.  In light of our
other findings the increase in the budget this year can be
seen as encouraging.

5.116 On the other hand, species such as southern scallops,
Nelson-Marlborough dredge oysters, and jack mackerel
(FMA1 and 3) have been introduced into the QMS since
1990.  Ten new species came into the QMS in October
1998 – requiring more information for fisheries management.

Timeliness of Research

5.117 Some may argue that the research planning process has
seen an increase in the focus and quality of research.
However, we have seen no evidence that the benefits
have been quantified.
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5.118 Some stakeholders see the planning process as very
time-consuming and the gap between planning and
results too lengthy. Research projects that were agreed in
planning meetings in mid-1998 will be conducted during
1999-2000 and the results will be published in the May
2001 Plenary Report.

Research for the Future

5.119 The Ministry states in Changing Course that it needs to
set clear long-term goals for the management of fisheries.
However, while the current policy of giving priority to
researching the most commercially significant species is
understandable in the short term, the relative importance
of species may change and other fish species may become
more commercially significant.

5.120 At this stage there will be little fishery independent
information available to assist the management of
species which may become more important.

Aquatic Environment Research

5.121 The 1996 Act and subsequent Ministry documents place
heavy emphasis on an ecosystem approach to fisheries
management. Consequently, we expected to see a com-
mensurate investment in understanding and monitoring the
effect of fishing on the aquatic environment.

5.122 The Ministry has budgeted $481,445 for research of the
aquatic environment in the 1999-2000 financial year.  Of that
amount, over $52,000 is advice and support.  The Crown’s
contribution to the research is to be $266,818 – the rest is to
be paid for by the fishing industry.

5.123 The size of that budget means that it is not possible to
conduct any research at sea. Rather, the research that is
planned will comprise up to six desk-top studies analysing
past catch information or undertaking literature reviews.
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5.124 In our view, the lack of research contracted by the Ministry –
and the short-term focus of the small amount committed to
aquatic environment research – indicate that the Ministry
(at present) has fallen short of the environmental
principles of the 1996 Act.

5.125 We recommend that the Ministry:

• recognises in its budgeting the research required to
fulfil the environmental principles of the 1996 Act.
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Appendix 1

Review of the Fisheries Act 1996

In early 1998 the Ministry (on behalf of the Minister)
commissioned an independent review of the Fisheries Act
1996. In summary, the independent reviewer recom-
mended:

• a fundamental realignment of the roles of Government and
fisheries stakeholders and the implementation of transparent
consultation and decision-making processes;

• a simplified and less prescriptive operating regime than exists
under the Fisheries Act 1996; and

• devolving to fisheries rightsholders the responsibility for
fisheries management at the discretion of the Minister.
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Appendix 2

Consultation Requirements of the
Fisheries Act 1996

Section 12 of the 1996 Act requires that, before doing
anything under section 11(1) (which relates to sustainability
measures), the Minister shall:

[(1)] (a) Consult with such persons or organisations as the
Minister considers are representative of those classes of
persons having an interest in the stock or the effects of
fishing on the aquatic environment in the area concerned,
including Maori, environmental, commercial, and
recreational interests; and

(b) Provide for the input and participation of tangata whenua
having–
(i) A non-commercial interest in the stock concerned; or
(ii) An interest in the effects of fishing on the aquatic

environment in the area concerned–
and have particular regard to Kaitiakitanga.

(2) After setting or varying any sustainability measure, the
Minister shall, as soon a practicable, give to the parties
consulted in accordance with subsection (1) of this section
reasons in writing for his or her decision.
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Appendix 3

Stock-specific Information

Species: Squid Current Information

Stock hypothesis The species live for about one year, spawn and
die.

Biology The detailed structure of squid stocks is not fully
Productivity understood. The two northern species are managed
Stock structure as one stock while the Auckland Islands shelf stock

appears to be different to the mainland stock and is
managed separately.
Details and location of spawning are not known.
Growth has been studied along with tagging
experiments to establish how far squid can travel in
a day.

Catch levels
Catch versus quota Total catch has not exceeded the TAC in the past
Recreational 10 years. There is no quantitative information
Customary Maori available on the level of customary Maori
Illegal recreational, illegal or other sources of mortality.
Other sources of
mortality

Catch per unit of
effort
Catch rate CPUE is not seen as practical for estimating relative

abundance.

Abundance
Biomass estimates No estimates of current and reference biomass are
Techniques used available due to the biology of the species. There

is also no proven method at this time to estimate
yields from the squid fishery before a fishing
season begins.

Monitoring
Length/frequency None.
Age/length



F
IV

E

B.29[99e]

INFORMATION REQUIREMENTS FOR THE
SUSTAINABLE MANAGEMENT OF FISHERIES

103

Species: Bluenose Current Information

Stock hypothesis It is not known whether more than one stock of
bluenose occurs in New Zealand waters.

Biology Little known about reproductive biology.  No distinct
Productivity spawning grounds are known. Growth studies have
Stock structure been completed. A tagging survey in BNS 2

indicated that bluenose may be sedentary in short
term, although age specific migration may occur.

Information on biology based on research in
QMA 2.

Catch levels In 1996-97 reported landings exceeded the TACC
in two bluenose stocks (BNS 2 and 3).

Catch versus quota The levels of recreational catch are estimated from
Recreational telephone/diary surveys. No quantitative information
Customary Maori on illegal take, customary Maori and other sources
Illegal of mortality.
Other sources of
mortality

Catch per unit of CPUE is analysed as a possible means of
effort monitoring the stock abundance in BNS 1 and 2

but not in BNS 3,7,8.

Catch rate CPUE is a factor in the decision rules for the
adaptive management programme in BNS 1.

Abundance
Biomass estimates No estimates of current biomass available for any
Techniques used stock. It is not known if recent catch levels or the

current TACC are at levels that will allow the stock
to move towards a size that will support the
maximum sustainable yield.

Monitoring
Length/frequency Four bluenose stocks (BNS 1,3, 7 and 8) are
Age/length managed under an adaptive management

programme.

An updated stock assessment for BNS 2 is due in
1999.
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Species: Paua Current Information

Stock hypothesis
Biology The present Fishstock boundaries may not
Productivity represent discrete paua stocks. However,
Stock structure adjustment of statistical areas and the collection of

fine-scale catch and effort data will allow a better
understanding of paua stocks.

Growth studies have been completed.

Recruitment studies have been
undertaken.

Catch levels
Catch versus quota No paua Fishstock TACC was exceeded in 1996-
Recreational 97. For PAU 5B the current biomass is less than
Customary Maori the size that will support MSY. For all other
Illegal Fishstocks it is not known if recent catch levels or
Other sources of the current TACC are at levels that will allow the
mortality stock to move towards a size that will support the

maximum sustainable yield.

Current levels of Maori customary take not
quantified.

Some estimates of recreational take are available.

Paua are taken illegally, sometime in large
quantities.

Catch per unit of
effort
Catch rate However, in some cases commercial CPUE may

not be proportional to abundance as it is possible
to maintain catch rates despite a falling biomass.

Fishers were due to start recording fine-scale catch
and effort data in their log books from October
1999.

Abundance
Biomass estimates The Ministry has proposed a 33 month stock
Techniques used assessment project which will include estimating

abundance and sustainable yield in major
Fishstocks.

Monitoring
Length/frequency Fishers were due to start recording fine-scale catch
Age/length and effort data in their log books from October

1999.
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Species: Ling Current Information

Stock hypothesis
Biology No comprehensive study of ling stock separation
Productivity has been conducted but diverse information
Stock structure sources indicate that there are at least four ling

stocks. A growth study from four areas has been
completed.

Ling have been successfully aged and spawning
conditions and localities are known.  However, little
is known about the distribution of juveniles.

Catch levels
Catch versus quota Landings in 1996-97 exceeded the TACCs in all
Recreational Fishstocks except LIN 4. The significant TACC
Customary Maori overrun in LIN 7 (36%) continues a trend apparent
Illegal since 1988-89. (Ling is a bycatch of hoki trawlers.)
Other sources of
mortality Recreational fishing surveys in Northern region

(1993-94) have allowed an estimate of annual
recreational catch from LIN 1. National diary
survey (1996) estimated harvest was low.

No quantitative information on customary Maori
catch.

The extent of any other sources of mortality is
unknown.

Catch per unit of
effort
Catch rate Standardised CPUE indices have been established

for LIN 3, 4, 5, 6 and 7.

The development of target longline fisheries for ling
in recent years on the Bounty Platform may allow
CPUE to be used as an index of stock abundance.

Abundance
Biomass estimates Research is planned in 2000-2001 in LIN 3,4,5,6
Techniques used and 7 which will include estimating biomass and

sustainable yields.

Estimates of B0 are available for LIN3 and 4
combined, LIN 5 and 6 combined, and LIN 7.
Estimates of biomass in 1997 are available for
LIN3 and 4, and LIN 5 and 6.

There is considerable uncertainty about the status
of small ling stocks in LIN1 and 2.

Monitoring
Length/frequency There have been annual trawl surveys in LIN 3
Age/length and 4 since 1992 and every two years in LIN 5 and

6.  Observer data is collected in LIN 3-7.
An industry logbook programme has been
developed for longline fishing on the Chatham Rise.
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Species: Current Information
Orange Roughy

Stock hypothesis
Biology A number of separate orange roughy Fishstocks
Productivity have been identified. DNA and allozyme frequency
Stock structure studies suggest that there are multiple fish stocks

even within the Chatham Rise. Several spawning
areas within the EEZ are known.  The inter-
relationship between/within the five main fisheries
are not all known and work in this area is
continuing.

Growth studies have been completed.

Research is planned to determine the indicative
catch levels for new ORH fisheries on seamount
features.  Included in this research is a description
of the physical characteristics of these seamount
features, such as size, depth, and physical
composition.  It is anticipated  that this information
may provide a guide to approximate levels of
sustainable yields and appropriate initial levels of
catch.

Catch levels
Catch versus quota There has been a history of catch overruns in some
Recreational ORH areas because of lost fish and discards.
Customary Maori These overruns are now minimal.  There have
Illegal been  large reductions in TACs for some areas -
Other sources of as large as 68% in one year (ORH2B) and 9,000
mortality tonnes in one year (ORH 3B).

There is no quantitative information about the level
of illegal catch of orange roughy.

Catch per unit of
effort
Catch rate Analyses of CPUE have been carried out for all

orange roughy Fishstocks with the exception of
ORH 1 and ORH 10.

CPUE is used in ORH 2A (South), ORH 7A and
ORH 7B as a means of estimating relative
abundance.
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Species: Current Information
Orange Roughy

Abundance
Biomass estimates No estimate of current biomass for ORH 1.
Techniques used

Fishery independent biomass estimates have been
made in ORH 2A North, 2A South, 2B, 3A, and
those parts of 3B comprising Northwest Chatham
Rise, Northeast Rise and Puysegur.  However,
these are based on egg production surveys which,
due to uncertainty over egg mortality, are perceived
as unreliable.  Thus the assessment of the stock is
uncertain.

Stock assessments have been conducted for all
these fisheries and for those which CPUE data is

available.

For that part of ORH 3B comprising South
Chatham Rise there are no biomass indices.

The status of all ORH 3B stocks is uncertain, with
some areas having high levels of uncertainty and
others not having been assessed at all (South
Chatham Rise).

Monitoring
Length/frequency There are now catch limits in the sub-areas within
Age/length 3B which have been agreed between the industry

and the Minister since 1992-93.

Length and age frequency data for all the major
fisheries is collected annually by the Ministry and
industry observers.

A decision rule has been developed to support the
adaptive management programme for ORH 1.
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Species: Current Information
Rock Lobster

Stock hypothesis
Biology There is no evidence for a genetic subdivision
Productivity within New Zealand of red rock lobster.  However,
Stock structure there is subdivision on other than genetic grounds

(onset of maturity, catch and effort patterns).
Packhorse rock lobster forms one stock in Northern
New Zealand.

Growth studies have been undertaken. In 1998
previous tagging survey data was reanalysed.

Recruitment has been estimated for some stocks.

Catch levels
Catch versus quota Quota management reports are thought to provide
Recreational the most accurate information on landings.  Other
Customary Maori sources include Licensed Fish Receiver Returns,
Illegal and Catch, Effort, and Landing Returns.
Other sources of
mortality The Ministry provided estimates of Maori customary

catches for some CRA Fishstocks for the 1995-96
fishing year.  Updates of those estimates have not
been made.

There are estimates for recreational catches in all
CRA areas (CRA1-9).  These estimates are based
on telephone and diary surveys in 1992, 1993 or
1994.  A new diary survey was scheduled to start
on 1 December 1999.

The Ministry provides estimates of the illegal
catches by Fishstock.

There are no quantified estimates of other sources
of mortality, although it is known that the return of
under size lobsters to the water and predation are
sources of mortality.

Catch per unit of
effort
Catch rate Standardised CPUE analysis has been used as the

basis of a decision rule to manage rock lobster
stocks using the 1992-93 year as an index.

CPUE is used as a measure of relative abundance
for the length based model.

High grading can have a negative bias in the
estimated CPUE.
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Species: Current Information
Rock Lobster

Abundance
Biomass estimates A stock assessment has been carried out for all
Techniques used Fishstocks in 1999, except for the Chatham Island

stock which has not been updated since 1996.

A new length-based model has been developed.
The Ministry notes that estimates of vulnerable
biomass are made for the beginning of each
assessment year.  The new model is capable of
determining B

MSY
.

The new model has not yet been used in CRA3.
A more simple model is used which is not capable
of determining B

MSY
.

Monitoring
Length/frequency The minimum legal size (MLS) in the commercial
Age/length fishery for red rock lobster is based on tail width,

except in the Otago fishery where it is tail length.

Commercial fishers are involved in a voluntary
logbook programme.
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Species: Snapper Current Information

Stock hypothesis
Biology Separation of stocks has previously been on the
Productivity basis of genetic studies and other biological
Stock structure information.  Studies suggest that 6 or 7 stock

units may exist.  SNA 1 has two sub-stocks (East
Northland and Hauraki Gulf/Bay of Plenty).

Growth studies have been completed.

Catch levels
Catch versus quota There are records used by the Ministry for reported
Recreational snapper landings extending back as far as 1931.
Customary Maori
Illegal
Other sources of
mortality

Diary surveys have provided estimates of
recreational catch.

There is no quantification of Maori customary catch.

There is an estimate of 10% non-reported landing.

There is no estimate on the discard of fish.

Catch per unit of
effort
Catch rate Relative abundance indices for SNA1 and 8 have

been derived from CPUE analyses of longline and
pair trawl catches respectively.

CPUE is a major component in the model used to
assess the SNA8 Fishstock.

Abundance
Biomass estimates SNA1 estimate in 1994 from a large tagging
Techniques used programme.  The results are taken to be absolute

estimates of abundance for each sub-stock.

SNA2 has no estimate of biomass.

SNA8 biomass has been estimated.  Tagging
programme in 1990 gave estimate of absolute
biomass.  Other key parameters have been
estimated.

Monitoring
Length/frequency Water temperature is an important factor in the
Age/length success of snapper recruitment.  Water

temperature is monitored and this information is
used with catch at age data and the trawl survey
indices to determine year class strength.

Catch at age is used in the age-structured model
used to assess some snapper stocks.

Market sampling for all Fishstocks is ongoing.
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No information is available about illegal fishing.

There may be dumping of small fish, but, if so, the
level is unknown.  Net damage has been recorded
in the West Coast fishery in some years.
Net damage resulting in mortality is unknown.

Catch per unit of
effort
Catch rate CPUE has been used extensively to estimate

relative biomass.

CPUE data from the two main spawning fisheries
from 1987-95 have been analysed using a range of
alternative models.  There are certain behaviours
in the Cook Strait fishery which might invalidate
CPUE as an index of abundance.

The Ministry says that CPUE analysis should
continue to be monitored annually and used in the
stock assessment for both hoki stocks.

Abundance
Biomass estimates Biomass estimates have been completed.
Techniques used Data is collected by a number of sources:

Acoustics, CPUE, trawl surveys.
Key parameters of the stock have been estimated.

Note: Hoki stock assessment is carried out
separately for western and eastern socks using
research time series of abundance (trawl and
acoustic), catch and effort and catch at age data,
and estimates of biological parameters. Results
are presented by the Ministry from two alternative
models – a NIWA model developed specifically for
hoki and the Bayesian model used by New Zealand
Seafood Industry Council Ltd.

… continued on next page

Species: Hoki Current Information

Stock hypothesis
Biology There are two sub-populations of hoki.  No genetic
Productivity differences have been detected. Spawning grounds
Stock structure have been identified. Growth studies have been

completed. Hoki recruitment has been studied.

Research has been conducted to determine the
relationships between environmental variables and
year class strength in the western and eastern hoki
stocks.

Catch levels
Catch versus quota Recreational and Maori customary fishing for hoki
Recreational is believed to be negligible.
Customary Maori
Illegal
Other sources of
mortality
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Species: Hoki Current Information

The Ministry engaged an independent, international
expert to review hoki acoustic projects in 1998 and
two experts to review the stock assessment in 1999.

Monitoring
Length/frequency Since 1988 the Stock Monitoring Programme has
Age/length carried out a programme of catch and market

sampling in the main hoki fisheries, at sea by
observers, and in the fish sheds.

Catch at age data is collected annually.  Trawl
surveys are also used annually on the Chatham
Rise and two-yearly on the Southern Plateau.
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Summary

Conclusions

Expectations of Information Requirements

The purpose and principles of the Fisheries Act 1996 (the
1996 Act) provide a framework for the information required
to manage the fisheries resource. The 1996 Act provides
points of reference for fish stock1 management as well as
management of any adverse effects of fishing on the aquatic
environment.

Information for the Sustainable Utilisation
of Fisheries

The Ministry of Fisheries (the Ministry) is responsible for
administering the 1996 Act and advising the Minister of
Fisheries (the Minister) on management of the fisheries
asset using the reference points established in the 1996
Act. Managing the nation’s fisheries asset is difficult due
to the incomplete scientific understanding of all the
complex factors that affect fish stocks and the need to
maximise the benefits of research for sustainable management.

The Ministry has developed a robust strategic approach to
the management of fisheries – including research planning
groups, a research co-ordination committee, and the
development of medium term research plans for important
species, fisheries and research areas.  A system of prioritisation,
which includes input from stakeholders, means that the
Ministry targets its research effort at the areas of greatest
need.  The Ministry notes that there are resource constraints
– not only in terms of funding but also with respect to the
scientific expertise required to undertake stock assessment
work.

1 For an explanation of our use of the terms “fish stock” and “Fishstock” see paragraph
5.036.
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1 For an explanation of our use of the terms “fish stock” and “Fishstock” see paragraph
5.036.

2 Marine Fisheries Management, joint report of the Controller and Auditor-General
and the Parliamentary Commissioner for the Environment, December 1990, ISBN
0 477 02818 7.

We acknowledge the Ministry’s belief that it is able to
manage fish stocks without necessarily knowing their
status in detail. It believes that the information it has on
productivity, growth rates and commercial catches is
sufficient to advise the Minister on management
approaches. The Ministry told us that the indicators that it
monitors for most stocks show no signs which suggest that
stocks are not being managed sustainably.  The Ministry
has been managing the nation’s fisheries asset for many
years and has detailed records for some species dating
back to the 1930s.

We examined the information available for 44 of the 257
Fishstocks1.  The species in those 44 Fishstocks represent
60% by value of all fish caught in New Zealand’s exclusive
economic zone.

In our view the Ministry is unable to be certain if 31 of
those Fishstocks are being utilised to their potential, or, in
some cases, being utilised sustainably at all For those 31
Fishstocks, we believe that there are significant gaps in the
information required by the 1996 Act for the sustainable
utilisation of fisheries.

We conclude, therefore, that the Ministry manages most
fish stocks without being sure if this management is
sustainable.  Because of the lack of information, the Ministry
also cannot be sure that the catch levels that are established
allow for fisheries to be utilised to their potential. Under-
utilisation could be to the detriment of export receipts,
employment in the industry, and tax revenue.  This conclusion
is similar to that reached by the Audit Office and the
Parliamentary Commissioner for the Environment in 1990.2

We believe that the status of the Fishstocks needs to be
more clearly defined and articulated by the Ministry in its
reports – such as the Report from the Fishery Assessment
Plenary, May 1999: stock assessments and yield estimates.
This would give an indication of the levels of uncertainty
about the status and sustainability of each stock.
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We acknowledge that the Ministry has a number of
techniques at its disposal for managing with uncertain
information – including adaptive management, decision
rules, and closure of certain fisheries areas – which allow
for conservative management approaches.  We also note
that managing fish stocks with little or no information on
their status does not necessarily pose a risk to that stock.
However, we believe that any conservative management
approach needs information, from time to time, on the
actual status of the stock for assurance that the management
is sustainable.

The Aquatic Environment

The 1996 Act has a number of environmental principles
that must be considered in the management of the fisheries
resource.  The Ministry developed a medium-term research
plan for the aquatic environment in 1998. Some projects
have been completed and recently, more research projects
have been commissioned to understand the effects of
fishing on the environment. However, we believe that the
Ministry needs to perform more work to meet the aquatic
environment requirements of the 1996 Act.

We believe that the Ministry has been slow to commit
resources to meet the environmental principles of the 1996
Act, given that it had been aware of those principles and
their implications for some time.

There is some collaboration with other agencies (such as
the Ministry for the Environment, Public Good Science
Fund, and the Department of Conservation) which will
help the Ministry to address the need for better information
about the aquatic environment.  We believe that the Ministry
needs to make greater commitment to funding research on
the effects of fishing on the aquatic environment in order
to give effect to the 1996 Act.
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Ministry of Fisheries Research Budget

There are a number of sources of funding for fisheries
research. There is also potential overlap in the areas of
research of other organisations. The Ministry is attempting
to avoid duplication and to ensure compatibility and
complementarity of research funding.

We looked particularly at the research contracted by the
Ministry to support its advice to the Minister.  The
introduction of the 1996 Act requires, we believe, more
information than did the Fisheries Act 1983.  Nevertheless,
we note the trend of decrease in the annual research
budget this decade from $22 million in 1991 to $13 million
in 1998.  In view of our other findings we think that trend is
a matter for concern.

In 1999-2000 research is budgeted to increase by $5 million.
We hope that this signals a realisation that the Ministry
needs more information if it is to give effect to the purpose
and principles in the 1996 Act.

Of the Ministry’s total research budget of around $20
million, the budget for research on the aquatic environment
for 1999-2000 is $481,445 – which will purchase up to six
desk-top studies.

We believe that, currently, the Ministry is not able to make
informed recommendations to the Minister on issues such
as the effects of fishing on the environment, and the
inter-relationship of fish species.  We note that little work
on this subject has been contracted for in 1999-2000.

Recommendations

We recommend that the Ministry:

• ensures that all information on the status of the
Fishstocks clearly specifies the level of uncertainty in that
information;

• recognises and addresses the level of uncertainty of the
status of the Fishstocks in its annual research and
management documents;
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• ensures that information is collected that will allow the
Fishstocks to be utilised to their potential (i.e. maximum
sustainable yield);

• gives greater priority to fulfilling the environmental
requirements of the 1996 Act;

• continues to work with the Ministry for the Environment
on the Environmental Performance Indicators
Programme;

• ensures that research funding does not overlap, and
avoids duplication of research by continuing to work
co-operatively with other research funders; and

• recognises in its budgeting the research required to
fulfil the environmental principles of the 1996 Act.
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Introduction

5.001 The purpose of the Fisheries Act 1996 (the 1996 Act) is to
ensure sustainable utilisation of the country’s fisheries
resource.

5.002 This report is about:

• the information required to achieve sustainable manage-
ment of the fisheries resource within a healthy aquatic
ecosystem; and

• the extent to which relevant and adequate information is
actually being used to manage the country’s fisheries
within a sustainable framework.

Why We Did the Audit

5.003 Fish in the waters around New Zealand are a valuable
asset – socially, economically, and culturally. The fisheries
resource can be quantified in terms of export receipts and
employment figures from commercial fishing. However,
there are other significant interests involved. Coastal Māori
have long utilised the resource and traditional fishing
continues to be important. Recreational fishing is likewise
important, involving high numbers of people.  Other people
value the resource in a pristine condition.

5.004 Meeting such diverse interests requires expert management
so that all those with an interest are able to enjoy the fisheries
resource – the 1996 Act sets out how it is to be managed.

5.005 Given the importance of the fisheries resource – and the
unique involvement of the Crown in rationing it –
Parliament needs to be assured of the adequacy of the
arrangements for sustaining the fisheries.
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5.006 We believe that good resource management requires
information on the state of the resource. Accordingly, we
decided to examine the robustness of the information that
the Ministry of Fisheries (the Ministry) provides to the
Minister of Fisheries (the Minister) to underpin fisheries
management decisions.

How We Undertook the Audit

5.007 Auditing the sustainable management of a natural resource
such as fisheries requires that we determine:

• what information needs to be known about the resource;

• how information can be obtained; and

• what information has been obtained.

5.008 We used the purpose and principles of the 1996 Act as the
basis of our expectations for the audit of the information
requirements. We further developed these expectations
by interviewing Ministry staff, marine scientists, and other
stakeholders (including environmentalists, commercial
fishers, and Māori). In addition, we attended Ministry
research planning meetings for specific species and
recreational fishing.

Our Expectations

5.009 We expected that the Ministry’s advice to the Minister – for
the purpose of setting an annual catch level for each
Fishstock – would include information on:

Catch Levels

• the catch level that would produce the biomass providing
the maximum sustainable yield;

Aquatic Environment

• the impact of fishing on the aquatic environment;

• the habitats of significance; and

• associated and dependent stocks.
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5.010 To focus our audit we assessed the information given to the
Minister by the Ministry to support management decisions
for eight key species – hoki, orange roughy, snapper, ling,
bluenose, paua, rock lobster, and squid. The 44 Fishstocks
containing these species represent over 60% by value of all
fish caught in New Zealand’s exclusive economic zone.
They live in a range of habitats (inshore and deep water),
and a number of them are highly prized by Māori and
recreational fishers.
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Background

The Fisheries Resource

5.011 New Zealand’s fisheries are a valuable natural and
renewable resource, important to the country’s social,
economic, and cultural well-being.

5.012 Our exclusive economic zone (declared in 1978) comprises
approximately 1.3 million square miles.  This is 15 times the
size of our land area, and is one of the largest in the world.
Fish from the seas in the exclusive economic zone make a
major contribution to the economy through the commercial
seafood industry, Māori traditional fishing activities, and
the recreational sector. Furthermore, people also value
non-extractive uses such as diving.

5.013 The commercial seafood industry employs over 10,000
people, and the annual export value of the fish harvested
is between $1,100 million and $1,500 million. Recreational
fishing is very popular (especially in northern inshore
waters) and it is estimated that one in five New Zealanders
are recreational fishers. Māori have long-standing cultural
ties with fisheries and these ties are recognised and
provided for in law.

The Need for Effective Management of the
Fisheries Asset

5.014 Many of the world’s fisheries have been described as being
in a state of crisis.  For example, recently (1997) the Auditor-
General of Canada reported on the state of Canada’s Atlantic
groundfish3 fisheries, saying that:

The 1990s saw the collapse of most of Atlantic Canada’s
commercial groundfish stocks.

3 “Groundfish” include cod, haddock, halibut, and various flatfish.
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As Atlantic groundfish stocks headed toward their lowest
levels in recorded history, Fisheries and Oceans Canada and
the Northwest Atlantic Fisheries Organisation progressively
closed off most of the Atlantic commercial fisheries and
significantly reduced the total allowable catch in others.
The majority of these fisheries currently remain closed.

5.015 The Canadian experience demonstrates:

• the vulnerability of some fish stocks to collapse;

• the need to ensure that fisheries management has a clear
focus on sustainability; and

• the need for management to take into account both
human-induced and naturally occurring changes in fish
populations and the marine environment.

1990 Marine Fisheries Management Report

5.016 The 1990 joint report of the Audit Office and the Parliamentary
Commissioner for the Environment (see page 52) examined
the management of marine fisheries and, specifically, the
operation of the quota management system. The report
concluded that:

The findings indicate a system struggling to provide the
necessary information for management decisions which can
control fishing at sustainable levels and ensure sustainability
of the fishery resource.  This is reflected in a lack of sufficient
information about the fish.

Because of the lack of information, there is greater risk and
greater personal judgement in making decisions. The risk
factor, created by this information lack, provides little
confidence that fish are being harvested at a sustainable rate.

5.017 Given the change in fisheries management since 1990
brought about by the 1996 Act, this audit was not intended
as a follow-up of the 1990 report.  Nonetheless, we are
mindful of the conclusions of that report and have
consulted the Parliamentary Commissioner for the
Environment throughout the course of this audit.
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Statutory Requirements

Sustainability

5.018 The 1996 Act provides the framework for ensuring that
fisheries are managed on a sustainable basis and sets out
principles for the protection of the aquatic environment
from any adverse effects of fishing. Section 8 defines the
purpose of the 1996 Act as providing for the utilisation of
fisheries while ensuring sustainability.

5.019 The 1996 Act defines “utilisation” as:

Conserving, using, enhancing, and developing fisheries
resources to enable people to provide for their social, economic
and cultural well-being.

5.020 The 1996 Act defines “ensuring sustainability” as:

(a) Maintaining the potential of fisheries resources to meet the
reasonably foreseeable needs of future generations; and

(b) Avoiding, remedying, or mitigating any adverse effects of
fishing on the aquatic environment.

Environmental Principles

5.021 Section 9 of the 1996 Act also sets out certain environmental
principles:

All persons exercising or performing functions, duties, or
powers under this Act, in relation to the utilisation of
fisheries resources or ensuring sustainability shall take into
account the following environmental principles:

(a) Associated or dependent species should be maintained
above a level that ensures their long-term viability;

(b) Biological diversity of the aquatic environment should be
maintained; and

(c) Habitat of particular significance for fisheries management
should be protected.
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5.022 The Ministry’s published commentary on the 1996 Act
says of the environmental principles that:

[They] elaborate on the purpose of the Act and incorporate
New Zealand’s international obligations under the United
Nations Law of the Sea and Convention on Biological
Diversity.  This is to ensure that, in managing the fishing
resources, account is taken of the wider effect of fishing in the
ecosystem.  For instance consideration must be given to the
effect of fishing on species caught unintentionally or whose
place in the food chain may be affected.

5.023 In early 1998 the Ministry (on behalf of the Minister)
commissioned an independent review of the 1996 Act.
A summary of the reviewer’s recommendations is contained
in Appendix 1 on page 100.

Information Requirements for Decisions
on Sustainability

5.024 Section 10 of the 1996 Act requires adherence to certain
principles concerning information about sustainable
fisheries:

All persons exercising or performing functions, duties or
powers under this Act, in relation to the utilisation of
fisheries resources or ensuring sustainability, shall take into
account the following principles:

(a) Decisions should be based on the best available information.

(b) Decision makers should consider any uncertainty in the
information available in any case.

(c) Decision makers should be cautious when information is
uncertain, unreliable or inadequate.

(d) The absence of, or uncertainty in, information should not
be used as a reason for postponing or failing to take any
measure to achieve the purpose of the Act.
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5.025 In its commentary on section 10 the Ministry says that, in
its view, the information provisions mean that:

Decisions need to be based on the best available information
and that in the face of uncertainty decision-makers need to be
cautious.  They must bear in mind that the overriding purpose
of the Act is to provide for sustainable fishing.

Other Requirements

5.026 In addition to fisheries being utilised to enable people
to provide for their social, economic and cultural well-being,
it is assumed that the Minister will weigh up a variety of
options and impacts. A 1997 decision of the Court of
Appeal4 reinforced the view that the Minister has
responsibilities in this area.  The Court commented that:

All we wish to say for the future is that the Minister would
be wise to undertake a careful cost/benefit analysis of a
reasonable range of options available to him in moving the
fishery towards maximum sustainable yield. If the Minister
ultimately thinks that a solution having major economic impact
is immediately necessary, those affected should be able to see,
first, that all other reasonable possibilities have been carefully
analysed, and second, why the solution adopted was
considered to be the preferable one.

4 NZ Fishing Industry Association (Inc) and Ors v Minister of Fisheries (Court of Appeal,
CA82/97, 22 July 1997).



F
IV

E

B.29[99e]

INFORMATION REQUIREMENTS FOR THE
SUSTAINABLE MANAGEMENT OF FISHERIES

65

The Management of Fisheries

The Government’s Strategic Direction for
Fisheries Management

5.027 The Government has made two major strategic statements
directly relating to fisheries management and the science
required.

5.028 In September 1995 the Minister for the Environment released
Environment 2010, which stated that the Government’s
intention is to:

conserve and manage New Zealand’s fisheries for the benefit of
all New Zealanders by providing for sustainable utilisation of
fisheries resources, including commercial, recreational and
Maori customary take.

5.029 In 1996 the Government released RS&T 2010, which sets out
the nation’s science strategy.  Two areas were directly
related to fisheries science:

• knowledge of the country’s biological resources; and

• knowledge of its oceans.

The Role of the Ministry of Fisheries

5.030 In its 5-Year Strategic Plan, the Ministry describes its role as
follows:

The primary role of the government in fisheries management
is to provide for the utilisation of fisheries resources while
ensuring their sustainability. As the principal Government
agency in fisheries management, the Ministry collaborates
with other government agencies in advising on and
implementing government policy in the following areas of
core responsibility: ensuring ecological sustainability; meeting
Treaty of Waitangi and international responsibilities; enabling
efficient resource use; and ensuring the integrity of management
systems.
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5.031 Of those four areas of core responsibility, that of ensuring
ecological sustainability is most relevant to this audit.
The Ministry has identified four functions under
this responsibility:

• specifying environmental goals and standards related to
the use of fisheries and the impact of fishing on the
aquatic ecosystem;

• approving sustainability plans for fisheries;

• setting sustainability measures such as total allowable
catches and size limits; and

• monitoring the health of fisheries and the aquatic
ecosystem.

Ecological Sustainability

5.032 Marine ecosystems are a complex arrangement of life forms
that may be interdependent to varying degrees.  Changes in
one feature of an ecosystem may produce change in another.

5.033 Fishing can affect the aquatic environment when fishing
gear (such as trawls and dredges) is dragged across the sea
floor, physically disturbing the habitat.  Removal by fishing
of both the fish species being targeted and other non-
targeted species may also produce changes in the ecosystem.
Fishing activity can also affect marine mammals and marine
birds.

5.034 However, as well as human intervention, significant changes
to aquatic ecosystems can be caused by natural factors such
as climate changes (which can alter sea temperatures and
ocean currents).  Such changes can have major effects on fish
stocks.  Pollution and siltation of inshore fish breeding
grounds can also cause changes to the aquatic ecosystem.5

5 The Ministry of Fisheries is responsible for managing the effect of fishing on the aquatic
environment.  Other agencies are responsible for factors such as pollution.
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Fish Stocks

5.035 A biological fish stock is a group of fish of the same
species (such as orange roughy and snapper) that usually
do not mix or breed with other groups of fish of the same
species (or levels of mixing are very low).  Generally, fish
in the stock occupy a defined area.

5.036 Fisheries are managed on the basis of “administrative
stocks” defined by quota management areas (QMAs).
The boundaries for these administrative stocks may not
necessarily match biological fish stock boundaries.
For example, a fish species may be made up of two
biological stocks, but is treated as one stock for
administrative purposes. In the 1996 Act the term fish stock
is used in the administrative sense. In this report we use
Fishstock to denote an administrative fish stock to
differentiate from a biological fish stock.

5.037 The Fishstocks are managed by setting limits on the total
catch that is allowed in any fishing year, and the total
allowable commercial catch.

Total Allowable Catch

5.038 The total allowable catch (TAC) is set according to
legislation.  It may be set at less than the sustainable yield
to rebuild the Fishstock, or more than the long-term
sustainable yield if the stock is to be reduced by fishing.

5.039 The TAC includes removal by all users – commercial,
recreational, and customary – and other removals such as
illegal take.  The quantity of fish taken illegally and by
non-commercial users can be significant in certain Fishstocks.

5.040 Recognising the importance of non-commercial users,
section 12 of the 1996 Act requires the Crown to consult
with stakeholders on the sustainable management of
fisheries and the aquatic environment.6  Non-commercial
users include:

6 Appendix 2 on page 101 details the consultation requirements of the 1996 Act.



F
IV

E
INFORMATION REQUIREMENTS FOR THE
SUSTAINABLE MANAGEMENT OF FISHERIES

68

©Clement & Associates Limited



F
IV

E

B.29[99e]

INFORMATION REQUIREMENTS FOR THE
SUSTAINABLE MANAGEMENT OF FISHERIES

69

• Customary Fishers. Tangata whenua have long-standing
customary ties with fisheries and these are recognised in
law.7  There are regulations governing the taking of fish
for customary purposes and these give iwi, hapu, or
whanau the opportunity to manage fisheries in specified
areas. Customary fishing regulations give recognition to
the sustainability concept. Where the customary catch is
large, data gathering on a regular basis may be necessary.
Where the customary catch is habitually small,
information may be required less frequently.

• Recreational Fishers. Fish species such as snapper are
very popular with recreational fishers, and in some areas
the recreational catch is a significant part of the total catch.
In order to estimate the size of the recreational catch in
areas where the recreational catch is significant, data
may be obtained on a regular basis from surveys.
For example, the snapper fishery in the north-eastern
QMA (SNA1 – East Northland, and Hauraki Gulf/Bay
of Plenty) had total commercial landings (1997) of 5,049
tonnes. Recreational fishers were asked to keep diaries
recording their catches and, based on these diaries, it is
estimated that recreational fishers landed around 2,300
tonnes of snapper for the same year.

5.041 Other removals occur through illegal fishing. It is suspected
that for some species (such as paua) illegal fishing
represents a significant proportion of the total catch in
some QMAs.  Hence, in setting TACs for some species it is
necessary to take into account estimates of illegal catch.

Maximum Sustainable Yield

5.042 The Minister set the TAC with reference to the maximum
sustainable yield (MSY).  The 1996 Act defines “maximum
sustainable yield” as:

Maximum sustainable yield, in relation to any stock, means
the greatest yield that can be achieved over time while
maintaining the stock’s productive capacity, having regard to
the population dynamics of the stock and any environmental
factors that influence the stock.

7 The Fisheries Act 1996 defines tangata whenua as the hapu, or iwi, that is Maori
and holds mana whenua (customary authority in an identified area) over that area.
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5.043 Section 13 of the 1996 Act requires the Minister to set a
TAC that either maintains the Fishstock at, or moves it
towards, a size at or above a level which can produce the
MSY.  The term BMSY is the stock biomass at which MSY is
taken and is the target reference point for stock biomass.
The Minister must have regard to relevant social, cultural
and economic factors – but such factors only qualify the
rate at which the stock size is to be moved towards BMSY,
not the target stock size.

5.044 A fish stock that has never been fished is said to be at the
virgin or unfished biomass (B0).  Even in the absence of
fishing, the stock size will fluctuate naturally because of
factors such as changes in sea temperatures, predation,
food availability, and changes in ocean currents. Other
influences may include man-induced factors such as the
pollution of breeding grounds.

Figure 5.1
Fish Stock Yield Curve

5.045 Within this particular model of fish population dynamics,
when fishing of the stock begins the stock tends to
compensate for the removal of fish by becoming more
productive. However, there comes a point where the
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overall productivity of the stock decreases because the
biomass is too small and the yield decreases. This is
represented in the basic yield curve shown in Figure 5.1
opposite.

5.046 The scientists we interviewed noted that the point at
which the sustainable yield is at its maximum is usually
around 30%-40% of the virgin biomass (B0).

5.047 It is difficult to determine accurately the stock size below
which the risk to the sustainability of the stock increases to
unacceptable levels.  Stock assessment scientists typically
use 20% of B0 as a benchmark of minimum sustainable
stock size.  Below this level, there is an increased risk that
recruitment to the fish stock may be insufficient to balance
removals from the fishery.  This is illustrated in Figure 5.2.

Figure 5.2
Representative Biomass

Total Allowable Commercial Catch

5.048 Having set the year’s TAC, the 1996 Act requires a total
allowable commercial catch (TACC) to be established.  The
TACC is the portion of the TAC that can be taken by the
commercial sector. The relationship between the TAC and
TACC is illustrated in Figure 5.3 on the next page.
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Figure 5.3
Total Allowable Catch

5.049 There are no overall limits on the quantity of fish that can
be taken by non-commercial fishers. Daily bag limits and
controls on fishing gear used influence how much is taken
on any day by an individual but do not control overall
take.  The TACC, therefore, is set with an inexact estimate of
the likely non-commercial take.

5.050 The primary control on the commercial fishery is the quota
management system.  A TACC limits how much individual
fishers can take.  (There are also some size limits, closed areas
and gear restrictions – however, these are generally not
designed to limit overall catch but to protect small animals,
and prevent wastage.)

5.051 Monitoring the state of Fishstocks and ensuring compliance
with controls are the major requirements in ensuring the
sustainability of fisheries.

Quota Management System

5.052 In the past, there were few restrictions on the amount of
fish that could be taken.  During the 1970s and early 1980s
the amount of fish caught dramatically increased, causing
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growing concern over the state of the inshore fisheries.
Fish stocks were being depleted and there was a danger
that fishing was heading towards biological and economic
collapse. It was against this background that a quota
management system (QMS) was introduced under the
Fisheries Amendment Act 1986.

5.053 All of the TACC was divided up into Individual Transferable
Quotas (ITQs). ITQs were allocated to companies or
individuals and represented a right to catch a specified
quantity of fish each year within a defined quota management
area.  New Zealand was one of the first countries to introduce
such a system. The QMS was intended to assist with
rebuilding inshore fish stocks and ensuring that catches
were limited to levels that could be sustained over the long
term.

5.054 Changes have been made to the operation of the QMS since
it was first introduced.  These include the ITQ specifying a
percentage of the TACC rather than an absolute quantity,
and the introduction of more species into the QMS.  Currently,
the QMS applies to 42 fish species (or groups of species)
managed as 257 separate Fishstocks.

5.055 The QMS operates as follows.  Where possible, scientific
estimates are made each year of the population of the
commercial fish species.  Using this information – together
with advice from the Ministry and information from the
fishing industry – the Minister sets an annual TAC limit for
each Fishstock.  The TAC is designed to move the stock to
a size at or above that which will produce MSY.  Before setting
the TACC the Minister must take into account:

• Māori customary non-commercial interests;

• recreational interests; and

• all other mortality to that stock caused by fishing.8

5.056 The TACC is set as the quantity (in tonnes) allowed to be
caught commercially each year – which can vary from year
to year.  The TACC is divided into a number of ITQs. An
ITQ is the right to catch a quantity of fish (specified as a

8 “Other mortality” includes illegal fishing and incidental mortality resulting from fishing
operations (such as from burst nets).
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percentage of the TACC by weight) for a designated
Fishstock during one fishing year.  For example, if a quota
holder has quota for 6% of the TACC for a species in a quota
management area, the quota holder will always be allocated
6% – but the quantity of fish that can be taken will vary each
year as the TACC changes.

Setting Total Allowable Catch to
Maximum Sustainable Yield

5.057 As already stated, the 1996 Act requires Fishstocks to be
managed at or above the biomass producing their
maximum sustainable yield.  The TAC is set so as to move
the stock to, or maintain it at or above, this level.  In fulfilling
this requirement there is a demand for certain information.
The following paragraphs describe:

• the information that is required;

• how it can be obtained; and

• who can collect certain types of data.

Determining Stock Status

5.058 Fish stocks are complex natural living systems that are
vulnerable to the effects of both human interventions
(through fishing, pollution, and destruction of fish
habitats), and natural environmental and ecological events.
A 1998 report – Improving Fish Stock Assessments – by the
Ocean Studies Board9 commented that:

Matching fishing activities with natural fluctuations so as to
avoid unsustainable harvests and population crashes is an
important goal. In an ideal world, accurate and precise
estimates of the abundance of fish stocks, how and why
population levels change, would be available to set sustainable
levels to accommodate commercial and recreational demand.
In reality, fishery management is based on imperfect estimation
of the number, biomass, productivity and age structure of
populations.

9 Commission on Geosciences, Environment, and Resources National Research Council
(USA). ISBN 0 3 09057256.



F
IV

E
INFORMATION REQUIREMENTS FOR THE
SUSTAINABLE MANAGEMENT OF FISHERIES

76

5.059 Obviously, there is an incomplete scientific understanding
of all the complex biological, ecological, and environmental
factors that affect a fish stock. Nevertheless, the Minister
is required to decide, on an annual basis, the quantity of
fish that can be taken from each stock. For this reason,
assessments have to be made of the likely size of each
stock and its productivity.  This is expressed in terms of
biomass – the likely total weight of the stock.

5.060 Biological assessments are carried out to assess the biomass
and productivity of a fish stock and changes to the biomass.
The Ministry commissions research to obtain information
on biomass levels and a range of other factors important
in assessing stock dynamics and status. Two main data
sources are used in these assessments – fishery independent
data and fishery dependent data.

Fishery Independent Data

5.061 Fishery independent data-collection methods are acoustic
surveys, trawl surveys, dive surveys, and egg surveys.
Fishery independent data does not rely on information
obtained from commercial fishing operations.

Fishery Dependent Data

5.062 Commercial fisheries are heavily regulated.  All fishers
have to submit regular reports on when and where they
fished, how much of each species they caught, and other
details. The data collected by commercial fishers can
provide important information on the state of the fishery.
In some fisheries it may be the only data that is available.

5.063 The fishery dependent data collected includes:

• date and time of fishing;

• species targeted and weight of catch;

• by-catch species caught and weight of catch;

• method of fishing;

• trawl speed;
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• location and depth; and

• water temperature.

5.064 Some of this data can form indicators for use in fisheries
management.  Catch per unit of effort (CPUE) measures the
amount of fish caught for a given amount of effort. If the
ratio declines – that is, it becomes harder to catch fish – this
may indicate a decline in abundance.

Other Data Sources

5.065 In some parts of the country the catch taken by recreational
fishers is a significant proportion of the total catch, so it is
important to have data on recreational fishing for stock
assessment.  Recreational fishing is regulated to some extent
– for instance, by placing limits on the size of the fish that
may be taken, how much a person can catch of each species
each day, or what type of fishing gear can be used.  However,
recreational fishers are not required to report their catch,
nor is an overall recreational fishing catch limit set.

5.066 A number of telephone and diary surveys have been
undertaken since 1991 to estimate the recreational catch.
In these surveys, a group of randomly chosen recreational
fishers is asked to complete diaries recording their catch for
the year. The telephone survey was used to estimate the
proportion of people involved in recreational fishing.

5.067 As with recreational fishing, customary Māori catch has
not been fully reported.  However, under new regulations
introduced in 1998 people responsible for approving the
customary take will be required to report four times a year
to the Ministry, providing information on:

• the species authorised for harvest;

• the quantity authorised for harvest;

• the actual quantity harvested; and

• where the species was harvested.
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Stock Assessment Models

5.068 Information from the various data sources described above
is used in stock assessment models.  The Ministry purchases
scientific expertise to construct these mathematical models
to estimate:

• the current status of the fish stock;

• the rate of removal due to fishing; and

• the abundance needed to sustain the stock in the future.

5.069 Fisheries management is heavily dependent on models
and statistical analysis to integrate available data on the
state of a stock. Proposed models are subject to a system
of scientific peer review.  As part of this review process,
the Ministry organises a system of Fishery Assessment
Working Groups – which bring together scientists and
other interested persons from sector groups (such as the
fishing industry, environmental groups, recreational
groups, and Māori groups) – to discuss the assessments of
particular stocks.

5.070 The overall objective of the stock assessment process is to
determine the state of each fish stock relative to specific
reference points based on BMSY.

Information Requirements and
Management Regime

5.071 In examining the different types and sources of information
required for setting the TAC and the TACC it is important to
be mindful of the trade-offs between the management
regime in place and the information requirements.

5.072 Conservative management of fisheries may require less
precise and less frequently collected data about a Fishstock –
compared with an active management regime that seeks to
maximise the sustainable yield of a fish stock.

5.073 Different combinations of harvest controls (catch limits and
others) and information collection (data collection, analysis,
etc.) will produce different levels of risk.  The key concern is
to manage the fisheries resource within an acceptable level
of risk.
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5.074 Some of the scientists we interviewed believed that there
was a need for more accurate and precise measures of a
stock’s abundance as the stock was fished down.

5.075 Where a conservative management approach has been
taken, in some cases the fishing industry has the option to
fund additional research to prove that a Fishstock is able to
cope with an increase in TACC.

5.076 While we acknowledge that conservative management
may need less frequent information, it still requires
sufficient information to demonstrate that the stock is being
managed sustainably.

The Research Planning Process

5.077 The Ministry of Fisheries research planning process is
detailed below.  There are three main inputs into this process:

Ministry of Fisheries Regional Liaison Networks

5.078 The Ministry’s regional policy groups meet with stakeholders
to determine the research needs and requirements of
stakeholder organisations at the regional level. This
information can be fed into the later stages of the research
planning processes.

Research Planning Groups

5.079 The research planning groups are comprised of Ministry
policy staff, representatives of approved parties, other
government departments, and science providers.

5.080 The purpose of these groups is to discuss, evaluate, and
recommend future research activity within the specific
research area covered by the group.  The proposed research
activity includes strategic research plans, medium-term
research plans, and research projects for the following year.
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Research Co-ordinating Committee

5.081 The purpose of the Research Co-ordinating Committee is to
discuss, evaluate and co-ordinate the development of, and
recommend proposed future, research activity.  It is
composed of representatives of the parties approved for
consultation on the nature and extent of required fisheries
services, together with science providers and Ministry staff.

5.082 Standards of determining the priorities for research for the
1999-2000 year were developed by the Ministry and
distributed to members of the Research Co-ordinating
Committee for written comment. As a result of this
consultation, the Ministry produced a list of standards and
criteria that are to be considered when evaluating proposals
and determining priorities for research for the following year.

Strategic Direction for Fisheries Research

5.083 The Ministry outlined its strategic intent for fisheries
research in a paper Strategic Framework and Directions
for Fisheries Research Contracted by the Ministry of
Fisheries, July 1998.  The paper noted that:

Determination of the specific directions for research will require
the development of effective consultation with stakeholders,
the application of robust priority-setting criteria, and
consideration of the quality and cost-benefit of the research.

5.084 This strategic approach is evidenced by the Ministry (in
conjunction with stakeholders) developing a series of
medium-term research plans for particular species,
fisheries, or research areas. The plans integrate individual
related projects on the specific research topic over the
medium term (three to five years).  The plans list the proposed
projects for the following fishing year, as well as the
research needs and directions for the subsequent two to
four years.

5.085 The Ministry undertakes a cost-benefit analysis of each
research project and, in consultation with stakeholders,
establishes the priority of each project (high, medium, or
low).  This allows the research to be targeted at the areas
of highest risk and largest pay-off.
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5.086 It is important to acknowledge that the Ministry is required
to manage New Zealand’s fisheries even if it does not
possess the information required by the 1996 Act.
Therefore, while the Ministry may seek to obtain more
information, it must manage with the information that it
has at its disposal.

Research vessel “Tangaroa”


