Appendix 2 — About the audit

Audit objective, criteria and scope

This audit assessed the effectiveness of the Department of Climate Change, Energy, the Environment
and Water (DCCEEW), the Natural Resources Access Regulator (NRAR) and WaterNSW in
implementing compliance and enforcement measures for the sustainable and integrated
management of non-urban water use in NSW.

The audited entities were DCCEEW, NRAR and WaterNSW.

The Audit Office addressed the audit objective with the following audit criteria and sub-criteria:

Do DCCEEW, NRAR and WaterNSW have effective governance arrangements to support the
oversight and enforcement of water laws in NSW?

There are clearly defined roles, responsibilities, expectations and priorities for auditees
and other relevant entities for implementation and oversight of water rules, which have
been effectively communicated to and informed by stakeholders?

Governance arrangements align with good practice, including supporting independent
regulatory decision making, promoting probity, and ensuring transparent reporting of the
regulator’s performance?

Auditees are monitoring the implementation and impact of significant reforms?

Has NRAR developed and implemented regulatory policies and procedures that support
effective enforcement of water laws in NSW?

NRAR has a clear regulatory posture, as well as policies and procedures for regulation,
compliance and enforcement, that are consistent with applicable legislation, policy and
good practice?

NRAR has followed good practice in regulatory decision making, with adequate controls
to ensure consistent, proportionate, timely and transparent decision making?

Auditees have provided clear and timely guidance to stakeholders on regulatory priorities
and expectations, including water users and licence holders, to promote compliance?

Auditees have the necessary capacity and capability to provide effective regulation?

Have DCCEEW, NRAR and WaterNSW maintained effective data and information management
systems and procedures to support regulatory compliance?

The auditees have established arrangements for and are sharing information effectively
to enable identification of risks and to deliver regulatory functions?

NRAR has access to and uses relevant data and information to make decisions on
regulatory priorities and risks?

NRAR has access to and uses relevant data and information to make compliance and
enforcement decisions?

Audit exclusions

The audit did not examine:

DCCEEW'’s approach to making or remaking water sharing plans

the administration of water licences

the management of urban reticulated water supply systems provided by water utilities
trading of licences, water market mechanisms and activities

water pricing determinations

water quality standards, monitoring and compliance with drinking water guidelines.
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Audit approach

The audit’s procedures included interviewing staff from DCCEEW, NRAR and WaterNSW, along with
other relevant entities, and examining documents related to the management and regulation of non-
urban water in NSW. In addition, the audit conducted analysis of NRAR activity data about its
compliance and enforcement activities. The audit was also open to public submissions. Fourteen
submissions were received from individuals and stakeholder groups.

The audit approach was complemented by quality assurance processes within the Audit Office to
ensure compliance with professional standards.

Audit methodology

The performance audit methodology is designed to satisfy Australian Auditing Standard ASAE 3500
Performance Engagements and other professional standards. The standards require the audit team to
comply with relevant ethical requirements and plan and perform the audit to obtain reasonable
assurance and draw a conclusion on the audit objective. The processes have also been designed to
comply with requirements specified in the Government Sector Audit Act 1983 and the Local
Government Act 1993.
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Audit Cost

The cost of the audit was approximately $820,000.
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