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THE ROLE OF THE AUDITOR-GENERAL

The roles and responsibilities of the Auditor-General and
the Audit Office are set outin the Government Sector Audit

Act 1983 and the Local GovernmentAct 1993.

We conduct financial or ‘attest’ audits of state public
sector and local government entities’ financial
statements. We also audit the Consolidated State

Financial Statements, a consolidation of all state public GPO Box 12
sector agencies’ financial statements. Sydney NSW 2001
Financial audits are designed to give reasonable
assurance that financial statements are true and fair,
enhancing theirvalue to end users. Also, the existence
of such audits [.)rowd‘esaconstantstlmulustoentltlesto The Legislative Assembly The Legislative Council
ensure sound financial management. . .

Parliament House Parliament House
Following a financial audit the Audit Office issues a Sydney NSW 2000 Sydney NSW 2000

variety of reports to entities and reports periodically to
Parliament. In combination, these reports give opinions
onthe truth and fairness of financial statements, and
comment on entity internal controls and governance,
and compliance with certain laws, regulations and
governmentdirectives. They may comment on financial
prudence, probity and waste, and recommend
operationalimprovements. \

In accordance with section 38EC of the Government Sector
Audit Act 1983, | present a report titled ‘Water management
and regulationin NSW’.

We also conduct performance audits. These assess
whetherthe activities of government entities are being
carried out effectively, economically, efficiently and in
compliance with relevant laws. Audits may cover all or
parts of an entity’s operations, or consider particular
issues across a number of entities. Our performance
audits may also extend to activities of non-government
entities that receive money or resources, whether directly Auditor-General for New South Wales
orindirectly, from or on behalf of government entities fora 15 June 2026

particular purpose.

Bola Oyetunji

Aswellasfinancialand performance audits, the

Auditor-General provides other assurance engagements,
related services and reporting services, including when
requested under section 27B(3) of the Government Sector
AuditAct 1983, and section 421E of the Local Government
Act 1993.

RECONCILIATION STATEMENT

We pay our respect and recognise Aboriginal peoples as the traditional custodians of the land in NSW who have cared for and protected the environment,
waterways, and sacred sites over many millennia. We honour and thank the traditional custodians of the land on which our office is located, the Gadigal
people of the Eora Nation, and the traditional custodians of all the lands on which our employees live and work. We pay our respects to their Elders pastand
present, and to the next generation of leaders.

We also acknowledge that our long history is shared with the histories of colonisation in New South Wales. We acknowledge the impacts of colonisation, and
the resulting marginalisation and disadvantage of Aboriginal and Torres Strait Islander peoples in this state.

We embrace our role in holding government agencies to account for the delivery of effective services for Aboriginal and Torres Strait Islander peoples. We
are committed to ensuring that our audits are culturally responsive, respectful and inclusive, and that we engage with Aboriginal and Torres Strait Islander
peoples and communities in a meaningful and collaborative way.

We recognise the ancestral tie of Aboriginal and Torres Strait Islander peoples to this land, and we acknowledge that we have much to learn from their wisdom,
rich and diverse culture, languages, knowledge and practices.

Image: ‘Yarning Circle’ by Caitlin Liddle, Audit Office Indigenous Internship
Program participant. Used with permission.
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1. Report snapshot

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.

Key findings

There have been significant reforms to
address deficiencies in water regulation

Reforms include the establishment of NRAR
and the progressive implementation of non-
urban water metering and licensing for
floodplain harvesting.

The complexity of the reform agenda has
posed challenges for effective regulation

The complexity of the reform agenda has
reduced clarity about obligations for some
water users. This has undermined efforts to
promote voluntary compliance and confidence
in the regulation of the sector.

DCCEEW has not assessed the outcomes of
water regulation reforms

DCCEEW conducted regulatory impact
assessments of some reforms before they
were implemented. However, it has not
assessed the cumulative impact and the
economic, social and environmental
outcomes of the reforms.

Significant deficiencies in IT systems limit
the oversight of outcomes and risks

Regulation of water management is dependent
on IT systems maintained by WaterNSW,
including some that were in use before it was
established.

Fast facts

These systems were intended to manage water
accounts, and were not for regulatory and
enforcement purposes. The water agencies
have identified significant data quality and
access issues with these systems and have
taken some steps to address them.

While the agencies have developed a
collaborative plan to address these IT issues,
implementation of this plan is subject to
governance approval and the availability of
funding.

NRAR has developed a policy architecture
with supporting technologies

NRAR has comprehensive regulatory policies
and procedures, and it has developed
capability and advanced operational
technology to support its regulatory functions.

NRAR needs to improve how it measures
and reports on its regulatory outcomes

The quality and governance of NRAR’s activity
data is poor and the regulator lacks adequate
performance measurement and reporting. This
impacts its ability to demonstrate its
effectiveness as a regulator and hinders its use
of data as a valuable organisational asset.

Recommendations

The audit makes 4 recommendations. These
are intended to ensure a better understanding
of the cumulative impact of regulatory
changes, resolve deficiencies with core IT
systems necessary for effective regulation,
and ensure that the regulator has an
outcomes-focused approach to demonstrating
its performance.

Up to $41b

estimated value of water
entitltements held in NSW in 2023

40,000 130

approximate number of
water access licences held in
rural and regional NSW

convictions secured by NRAR for
breaches of water laws from 2018
to March 2026
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2. Executive summary

Context

NSW has a large and complex system of water sources. This includes surface water sources, such as
rivers, lakes and wetlands, as well as groundwater sources, including the Great Artesian Basin and
aquifers formed beneath river floodplains. Water is an important economic foundation for key sectors
of the state’s economy, including irrigated agriculture and mining; it also has social and environmental
significance. These resources are governed by both state and federal legislation, with the
interjurisdictional nature of river systems adding to the complexity of their management and
regulation.

Since 2017, major changes have been made to the regulation of non-urban water in NSW. These
changes followed investigations into the integrity of water management and regulation. These reforms
were primarily through the NSW Government’s November 2017 NSW Water Reform Action Plan, which
had the objective of delivering on the state’s responsibility to ensure an equitable and transparent
approach to the management of water, including building public trust and confidence. The plan’s
goals include to ‘... build a compliance and enforcement regime to ensure strong and certain
regulation’, as well as building capability to support implementation of water reforms.

Among the 40 commitments in the Water Reform Action Plan was the creation of the Natural
Resources Access Regulator (NRAR) to enforce water law compliance in the state.

Alongside NRAR, other key state entities for the management and regulation of non-urban water in
NSW include the Department of Climate Change, Energy, the Environment, and Water (DCCEEW),
which is responsible for water policy and legislation, and WaterNSW, a state-owned corporation that
is responsible for most water access licences.

Exhibit 1 provides a timeline of the reform agenda since 2017.

Audit objective

This audit assessed the effectiveness of DCCEEW, NRAR and WaterNSW in implementing compliance
and enforcement measures for the sustainable and integrated management of non-urban water use in
NSW.

Section 3.7 describes the inclusions and exclusions of this audit.
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Exhibit 1: Timeline of water reform

* ABC Four Corners report ‘Pumped’
* Murray-Darling Basin Authority and

2017 @ Independent Panelrelease reports
* Natural Resources Access Regulator Act 2017

assented to, 30 November

* NRAR commences operations * Water Reform Action Plan, December 2017
* NSW Non-Urban Water Metering Policy 2018 ® 2018

* NSW Ombudsman special report

Water: compliance and enforcement + 2019 Floodplain Harvesting Action Plan
* DPIl became the Department of Planning,
2019 o— Industry and Environment (DPIE)
* NSW Government Floodplain Harvesting * WaterNSW and NRAR Memorandum of
Measurement Policy 2020 Understanding

* NSW Non-Urban Water Metering Policy 2020
* Data Sharing Agreement - WaterNSW

and NRAR —@® 2020

* ICAC report Investigation into complaints of .
corruption in the management of water in
NSW and systematic non-compliance with
the Water ManagementAct 2000

NSW Parliament Select Committee report
Floodplain harvesting

* NSW Water Strategy 2021-2041

* DPIE was split to form the Department of
2021 .— Planning and Environment (DPE)

* Roles and Responsibilities Agreement signed
by DPIE, WaterNSW, NRAR

. * Joint Agency ICT Steering Committee
* NRAR-restructure, transfer of licensing

d Lfuncti t0 DPE established
and approval functions to
* Introduction of floodplain harvest 2022
licensing scheme » Non-urban metering policy review
‘ * Water Management Act 2000 section 10 review
2023 report published
* The Department of Climate Change, * Remake of the NRAR Regulation
Energy, the Environment and Water
was created —® 2024
* Digital Ecosystem Oversight Committee « IPART brici iew determinati
established pricing review determination
* Remake of the Water Management Regulation
2025 * Water Management Legislation Amendment

(Stronger Enforcement and Penalties) Act 2025

* Updated Roles and Responsibilities Agreement
signed
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Conclusion

Since regulatory deficiencies in non-urban water management were identified in 2017, there has been
significant policy, legislative and operational reform to improve water management and regulation in
NSW. This includes the establishment of NRAR, and an associated increase in compliance and
enforcement activity. However, further work is required by DCCEEW, NRAR and WaterNSW to
demonstrate whether the implementation of compliance and enforcement measures has been
effective in improving the sustainable and integrated management of non-urban water use in NSW.

The complexity of the policy and legislative reforms has created challenges in implementing effective
compliance and enforcement measures. As the lead agency for policy and legislation, DCCEEW has
not evaluated the overall environmental, social and economic impacts of the reform agenda or
whether it has achieved the objectives of the Water Management Act 2000 (Water Management Act)
and the Water Reform Action Plan.

Inadequate data is a significant risk to effective regulation of non-urban water use. The poor quality of
historical licensing and approvals data managed by WaterNSW and DCCEEW hinders the
effectiveness of regulation. The structure of legacy systems operated by WaterNSW, and gaps in the
accuracy and completeness of data, have impeded the regulatory effectiveness of NRAR.

NRAR has established appropriate governance structures, policies and processes, and developed
advanced operational technologies to support effective regulatory practice. However, NRAR’s data on
its compliance and enforcement activities is poor, and it only developed outcomes-focused
performance measures in late 2025, which have not yet been implemented.

A lack of clarity across the 3 water agencies around education and advisory functions has led to
inconsistent advice being provided to stakeholders. This has undermined efforts to promote voluntary
compliance and confidence in the regulation of the sector.

Key findings

Significant policy, legislative and operational reform has been implemented to improve water
management and regulation in NSW

Since regulatory deficiencies were identified in 2017, there has been a range of reforms to the
regulation of non-urban water in NSW. These reforms have built upon the existing Water Management
Act and related regulations. Most significant among the reforms is the establishment of NRAR and the
staged introduction of reforms to non-urban metering and floodplain harvesting licensing. The reforms
to non-urban metering and floodplain harvesting licensing included significant stakeholder
consultation.

The complexity of reforms to non-urban water regulation has created challenges for its effective
implementation and enforcement

NRAR reported that most instances of non-compliance are the result of water users misunderstanding
complex water laws. Staff of the 3 water agencies have also found it difficult to understand how to
interpret and apply the rules consistently.

These challenges have been compounded by a lack of clarity across the 3 water agencies regarding
which entity should have lead responsibility for the provision of education and advice on compliance
with the rules. While these functions are detailed in a Roles and Responsibilities Agreement between
the agencies, we found humerous examples of field officers across different agencies providing
conflicting advice to stakeholders, or creating confusion for water agencies and the regulated
community around the interpretation of rules or requirements.
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DCCEEW has assessed the expected impacts of some individual water reforms, but it has not
evaluated the cumulative impact or overall achievement of outcomes from the reforms

As the lead agency for water legislation, policy and planning activities in NSW, DCCEEW has formally
assessed the potential impact of some of the key water reforms. However, this has not been
consistent. For example, while significant reforms to non-urban metering and floodplain harvesting
licensing were subject to various forms of consultation and technical evaluation, they were not
subject to regulatory impact assessments.

Moreover, regulatory impact, where assessed, has been done on a case-by-case basis before reforms
were implemented. DCCEEW has not reviewed the cumulative impact of the water reform agenda. A
review could include: lessons learned about effective reform delivery; assessment of the impact of
new and compounding rules on complexity and certainty for government and stakeholders;
assessment of community confidence; and evaluation of the extent to which the reforms have
supported the overall objectives of the Water Management Act.

Significant data access and quality issues within water management IT systems limit the water
agencies’ oversight of outcomes and risks

The 3 water agencies rely on several key IT systems to administer the delivery of non-urban water,
including issuing water licences, approval of water supply works and accounting for water taken by
users. This information is critical for water agencies to support water management services, and for
developing policies and plans for water management. This information is also accessed by NRAR to
support its regulatory functions and to identify non-compliance with water rules, such as taking
excess water or breaching water access licence conditions.

Despite improvements to practice and governance arrangements since 2019, all 3 water agencies
have identified significant remaining challenges with these systems in both data quality and access.
Ongoing issues relate to inconsistent or inaccurate information held across legacy systems not
designed for compliance purposes, several of which pre-date WaterNSW’s establishment. This has
created challenges in contacting water users, using data to identify breaches of water rules, and
meeting evidence standards required for criminal charges.

These issues limit the water agencies’ oversight of the overall effectiveness of and compliance with
the water management framework. This includes limiting the oversight of compliance and
enforcement of water licences and approvals, as well as understanding how the use of water by
individual licence holders contributes to water availability at a system or water source level.

The water agencies have developed a collaborative plan to address data and system issues, but
this is subject to approval and funding availability

As part of the water agencies’ 2025 joint submission to the Independent Pricing and Regulatory
Tribunal’s (IPART) pricing review, and under the auspices of the Water Administration Ministerial
Corporation (WAMC), the water agencies submitted a proposal for a technology roadmap to address
data and system issues. Following IPART’s determination, the water agencies have revised the original
proposal to $43.96 million for delivery of the WAMC roadmap initiatives.

WaterNSW has committed to debt funding the proposed cost of the technology roadmap. This is
subject to approval through its standard governance processes for capital expenditure. Funding for
the roadmap must also be considered against WaterNSW’s other priorities for capital expenditure,
including water supply infrastructure, in the context of WaterNSW’s capital funding envelope to be
sourced from available debt.

None of the water agencies’ risk management documentation has adequately accounted for the risk
that funding is not available for delivery of the roadmap initiatives, or the impact of this on water
management obligations and activities.
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The independence of NRAR’s compliance and enforcement decision making is supported by its
governance and resourcing

The legislative independence of the NRAR Board safeguards NRAR’s independence from the real or
perceived risk of ministerial interference in regulatory decisions, such as whether to prosecute a
matter. While the Minister has the authority to issue directions to the Board, these may only be general
in nature and where a public interest test is met.

NRAR and DCCEEW have an internal reporting line for NRAR’s Chief Regulatory Officer that mitigates
the risk of conflict of duties in how the Chief Regulatory Officer performs their enforcement functions
over activities by other divisions within DCCEEW.

NRAR’s resourcing includes funds provided directly by the NSW Government and water user fees.
Around 85% of its funding is from the Government, which reduces the risk of the regulator being
subject to undue influence or capture by private water users and industry.

NRAR has a comprehensive policy framework to support its compliance and enforcement
functions

As part of its initial establishment plan in 2018, NRAR developed a suite of policies to support how it
delivers its regulatory functions, including articulating its regulatory posture. In addition to an
overarching Regulatory Policy, this includes guidance for conducting investigations, approving
enforceable undertakings and conducting prosecutions. These documents align with established
good practice demonstrated by other regulatory agencies in Australia.

NRAR’s regulatory policies are consistent with good practice, but the regulator cannot
demonstrate that they are applied effectively

NRAR’s regulatory policy framework demonstrates a clear understanding of good practice in
compliance and enforcement decision making, including the critical role of ensuring consistency,
timeliness and proportionality in regulatory outcomes. However, NRAR cannot clearly demonstrate
that these principles are effectively applied in practice when making compliance and enforcement
decisions. This is due to the lack of adequate data about the timeliness of investigations or how the
proportionality of enforcement actions is ensured. There are also inconsistent practices in how
investigation decisions are recorded, which also makes it hard to determine whether decision-making
factors are applied consistently.

NRAR’s data on delivery of its compliance and enforcement functions is inadequate and limits its
ability to demonstrate its regulatory effectiveness

NRAR has not effectively managed governance of data on its compliance and enforcement activities,
which impacts its ability to demonstrate effectiveness as a regulator. NRAR does not have:

. a data governance framework, which would provide a strategic approach to managing data,
including to ensure that it is treated as a valued organisational asset that is critical to
transparent public reporting (which engenders trust and confidence), as well as being a
potentially valuable source of intelligence

. an adequate performance measurement framework, with a hierarchy of measurable
performance indicators that provide credible evidence of progress toward clearly defined
outcomes

. sufficient quality data in key areas, including allowing for time-series analysis to show variation

in performance.

Many of these deficiencies had previously been identified by NRAR, including as part of its own
structured approach to regulatory maturity advancement. For example, NRAR’s most recent self-
assessment of regulatory maturity in 2024 concluded that ‘... despite being an outcomes-focused
regulator, NRAR could strengthen its capabilities in outcomes-based performance reporting’.

In November 2025, the NRAR Board endorsed an outcomes framework focused on promoting
voluntary compliance, enforcement and public confidence. In addition, in March 2026, NRAR funded a
dedicated project which aims to ‘... demonstrate its regulatory effectiveness with confidence’ by
addressing misalighment between business processes, systems, data and performance reporting.
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Recommendations

By June 2027, the Department of Climate Change, Energy, the Environment and Water,
WaterNSW and the Natural Resources Access Regulator should:

1. Resolve the data and system issues that are impeding the delivery of compliance and
enforcement activities, including by:

a) exploring funding options and commencing implementation of priority collaborative
initiatives

b) ensuring data-related dependencies in new policies and programs are captured within
existing data governance mechanisms

c) finalising relevant governance schedules, including the ICT Service Schedule.

By June 2027, the Department of Climate Change, Energy, the Environment and Water should:

2. In collaboration with WaterNSW and the Natural Resources Access Regulator, conduct and
publish a review of the post-2017 reform agenda, including to:

a) evaluate the cumulative environmental, social and economic impacts and outcomes

b) assess whether the objective of the Water Reform Action Plan has been achieved, and
the extent to which it has contributed to the object of the Water Management Act 2000

c) identify lessons learned from the reform process to guide future priorities to improve and
simplify water management and regulation.

By December 2026, the Natural Resources Access Regulator should:

3. Establish and commence delivery of a plan to ensure effective data governance over its
compliance and enforcement performance data, including implementing an outcomes-focused
performance measurement and reporting framework and addressing critical data quality
issues.

4, Review its processes and oversight mechanisms to ensure compliance and enforcement
decision making aligns with good regulatory practice, including that regulatory actions are
resolved in a timely manner, are proportionate to the level of harm, and that similar matters
assessed against defined decision-making factors result in consistent regulatory actions.
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3. Introduction

3.1. NSW water resources

NSW’s water resources form a complex system of 58,000 kilometres of rivers and major streams.
These are divided between east and west by the Great Dividing Range. West of the range has longer,
slower-moving inland rivers across a flat landscape. To the east and along the coast, the rivers are
shorter, faster and include steep coastal streams. In addition, groundwater accounts for 27% of
metered water use in NSW.

Most of the inland rivers in NSW are part of the Murray-Darling Basin, which covers 75% of the state
west of the Great Dividing Range. The water from the Murray River flows on to Victoria and South
Australia. Management of the basin is interjurisdictional.

River systems are either regulated or unregulated, with regulated systems having major dams or weirs
that control the flow of water. In contrast, unregulated rivers have natural flows that are not controlled
by major dams, weirs or locks. Regulated systems can increase the amount of water flowing through
them by releasing more of it from water storage, but unregulated rivers are dependent on rainfall and
natural water flows for the amount of water in them.

3.2. Significance of water for NSW

NSW has nearly 14,400 gigalitres of water entitlements (1 gigalitre is equivalent to 1 billion litres). A
2023 report commissioned by the Natural Resources Access Regulator (NRAR) estimates that, in
NSW, the portion of water entitlements held by irrigated agriculture alone supports annual economic
production worth $2.9 to $4.4 billion. Water is also essential to other industries, such as mining,
electricity production, livestock and tourism. NRAR estimates that the total economic value of water
entitlements in NSW in 2023 was between $31 and $41 billion.

Beyond economic activity, water also has significant social uses in supporting recreational and
cultural activities. First Nations communities have important connections to water, including for
stories, kinship and songlines.

The environmental significance of water includes supporting various ecosystems that support native
flora and fauna, including in estuaries, wetlands and other waterways.

The objectives of the Water Management Act 2000 (Water Management Act) include an obligation to
‘protect, enhance and restore water sources, their associated ecosystems, ecological processes and
biological diversity and their water quality’. One of the mechanisms that the NSW Government uses to
support this objective is water allocations for environmental purposes, which enable the release of
water into rivers and wetlands to mimic natural flows. Most environmental water remains within the
river systems to benefit the environment. The NSW State of the Environment reported that, in 2021-22,
of around 4,483 gigalitres extracted by water users, around 1,333 gigalitres (30%) related to licensed
environmental water. Water for the environment includes both ‘planned’ environmental water
(allocated within water sharing plans) and ‘held’ environmental water, which is allocated to licences
held for environmental use, including purchased water access licences.
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3.3. State and federal frameworks for non-urban water

NSW’s water resources are regulated by both state and federal frameworks involving multiple
agencies across both levels of government. The primary legislation for water management in NSW is
the Water Management Act. The objects of this legislation are to provide for the ‘sustainable and
integrated management of the water sources of the State for the benefit of both present and future
generations’.

The Water Management Act lists a number of specific objects, including:

. protecting, enhancing and restoring water sources
. providing for the orderly, efficient and equitable sharing of water from water sources
. encouraging the sharing of responsibility for the sustainable and efficient use of water between

the NSW Government and water users.

The Water Management Act requires 10-year water sharing plans to be made for each water source.
Water sharing plans set the rules for sharing water among water users and the environment. These
water sources may either be surface water (such as rivers or lakes) or groundwater sources (such as
aquifers). As most parts of NSW have already allocated all available water resources among different
uses, the plans also set rules for the trading of water rights to allow users to purchase more when
needed.

The primary legislation at the federal level is the Commonwealth Water Act 2007, which incorporates
the Murray-Darling Basin Agreement (Basin Agreement), to which NSW is a party. The Basin Agreement
and the Murray-Darling Basin Plan establish requirements for water resource planning in the part of
NSW that is within the Murray-Darling Basin. In 2024, the Australian Government and all state and
territory governments agreed to the National Water Initiative," a national plan for water reform, and
included a range of commitments to improve the sustainability, transparency and accountability of
water management. A new National Water Agreement is in the process of being finalised. However,
the Water Act 2007, the Basin Agreement and the National Water Initiative frameworks are outside the
scope of this audit.

3.4. Water entitlements and allocations in NSW

In NSW, the volume of water that a licensed user can take in a ‘water year’ (July to June) is based on
their ongoing water entitlement and their annual allocation.

An entitlement is a recurring right to a defined share of water from a specific water source.
Entitlements are generally based on pre-existing water access arrangements and rights that existed
under the Water Act 1912 prior to the Water Management Act coming into effect. Water users are
charged an annual fee for their entitlement and are then charged an additional fee for how much water
they take.

Each year, a licensed water user is issued a water allocation based on their water entitlement. The
allocation tells the licensed water user what proportion of their water entitlement they may use. For
example, in a year with plentiful water, the licence holder might be allocated 100% of their
entitlement. During drought, their annual allocation may be a partial share of their entitlement.

Allocations are determined by the Department of Climate Change, Energy, the Environment and Water
(DCCEEW) for a ‘water year’, and these are dependent on a range of factors, including licence type
and water source. For surface water, factors can include dam storage levels, the level of river flows
and catchment conditions. For groundwater, allocations are primarily determined by long-term
sustainability limits and extraction history. There are also different categories of licence, which are
given a different priority level in the allocation of available water. This means that when water is

" Western Australia joined the NWI in 2006.

NSW Auditor-General's Report to Parliament | Water management and regulation in NSW | Introduction



limited, town water supply and domestic and stock licence holders are supplied first before water is
allocated to other licence types. Most water entitlements in NSW are general security entitlements.

As the regulator, NRAR is responsible for enforcing licence holders’ compliance with their water
allocations. For example, NRAR is responsible for ensuring that water users are:

. not taking water in excess of their licence allocation

. not taking water without a licence

. complying with specific policy requirements, such as metering

. complying with licence conditions that define the conditions or circumstances under which

water may be taken

. complying with conditions of approval that specify the type of infrastructure that may be
installed to extract water, and for what purpose

. complying with other relevant requirements of water use and management.

3.5. Reforms to the management and regulation of non-urban
water since 2017

InJuly 2017, the ABC TV Four Corners program broadcast allegations of widespread non-compliance
with water laws in NSW, including water theft, meter tampering and regulatory failure resulting in
ineffective enforcement. In response, the NSW Government commissioned an independent
investigation by Mr Ken Matthews AO (the Matthews investigation) into the matters raised in the
program.

A key finding in the Matthews investigation identified that the absence of effective regulation
undermined public confidence in water compliance and enforcement arrangements and also
contributed to a loss of trust in public officials. The investigation also raised concerns that
arrangements for water management were complex, non-transparent, and difficult to access and
understand for those without privileged status. It was noted that some stakeholders were afforded
special access to NSW Government officials and information. The investigation recommended
creating an independent authority for water law compliance in NSW - NRAR - with functions
transferred from WaterNSW and the former Department of Planning, Industry and Environment. It also
recommended implementing a ‘no meter, no pump’ policy for private water licence holders to address
the regulatory risk that some water users were taking more water than their allocation.

In December 2017, the NSW Government released its Water Reform Action Plan as a full response to
the issues raised in the Matthews investigation. This plan had the objective to deliver on the state’s
responsibility to ensure there is an equitable and transparent approach to the management of water,
including to build public trust and confidence. The plan’s stated goals included to ‘... build a
compliance and enforcement regime to ensure strong and certain regulation’, as well as to build
capability to support implementation of water reforms. In February 2019, an external consultant
conducted an early review of the Water Reform Action Plan.

Between March and April 2018, consultation on implementing the plan was undertaken and focused
on water reforms in the key areas of:

. metering reform

. increased transparency in water management
. better management of environmental water

. implementing the floodplain harvesting policy.
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A number of other significant investigations were conducted in relation to the matters considered by
the Matthews investigation, including by the NSW Ombudsman and the NSW Independent
Commission Against Corruption. These are described further in Appendix 3.

In addition to the establishment of NRAR, other significant reforms introduced to the water
management framework since 2017 include:

. the progressive introduction, from 2018, of non-urban metering requirements to improve the
standard and coverage of non-urban water meters in NSW, including requiring that the majority
of licensed water take is measured by meters that are accurate, tamper proof and auditable

. the introduction of a floodplain harvest licensing scheme in 2022 to better regulate this form of
water take, including by requiring, in some areas of NSW, the metering and reporting of
floodplain water that is harvested

. amendments to metering and telemetry requirements emerging from the 2023 review of
non-urban metering requirements, including extending compliance dates and reducing the
number of low-risk and smaller works covered by the metering requirements, such as by
making telemetry optional for smaller works

. the remake of the NRAR Regulation in 2023 to replace, with minor administrative amendments,
the previous 2018 regulation that was due for repeal under Subordinate Legislation Act 1989

. the remake of the 2018 Water Management (General) Regulation in 2025, which provides
procedural and technical matters, and specifies exemptions from licences and approval
requirements under the Water Management Act

. the enactment of the Water Management Legislation Amendment (Stronger Enforcement and
Penalties) Act 2025 to address legislative challenges that had been identified by NRAR in
seeking to enforce water law, most significantly through the introduction of a civil penalties
regime that requires the regulator to satisfy in prosecutions the lower civil standard of proof
(‘balance of probabilities’) rather than the criminal standard (‘beyond reasonable doubt’).

3.6. Agencies responsible for water in NSW

Department of Climate Change, Energy, the Environment and Water

The NSW Department of Climate Change, Energy, the Environment and Water (DCCEEW) is
responsible for administering the Water Management Act and setting the overarching policy
frameworks for implementation by WaterNSW and NRAR. DCCEEW is responsible for developing
water sharing plans, which establish rules around the long-term limits of water extraction for rivers
and groundwater in NSW, as well as the trade of water within them. Itis also the licensing authority for
water licences and approvals for local councils, government agencies, major water utilities and
certain other major water users, such as irrigation corporations, mine operators or State Significant
Infrastructure.

The Water Group within DCCEEW leads all NSW water legislation, policy and planning activities in
NSW, while the Conservation Programs Heritage and Regulation Group is responsible for managing
allocations of water for the environment. In 2024-25, the Water Group had total expenses of

$794 million and revenue of $819 million (including relating to NRAR). As of June 2025, it had 891
employees.

There is an identically named department with comparable functions in the Australian Government
public sector. However, any reference in this audit report to DCCEEW should be taken to mean the
NSW Government agency, unless specified otherwise. The Audit Office of NSW has no authority to
conduct performance audits of Australian Government agencies.
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WaterNSW

WaterNSW is a NSW Government state-owned corporation that maintains and operates the dams that
supply water across NSW. It is also the licensing authority for water licences and approvals for rural
landholders, rural industries and developments that are not state significant. These approvals include
water supply works approvals for constructing works such as pumps or bores, and water use
approvals to authorise the use of water for a specific purpose, such as irrigation.

As a state-owned corporation, WaterNSW must comply with the State Owned Corporations Act 1989.
This legislation prescribes principal objectives for state-owned corporations, including that they must
be a successful business, for example, by:

. operating at least as efficiently as any comparable business

. maximising the net worth of the NSW Government’s investment.

For 2024-25, WaterNSW reported revenue of $494.4 million and a net profit of $16.7 million. During
this period, it employed 1,113.6 full-time equivalent staff. In August 2025, WaterNSW announced that
it was reducing the number of executives and senior managers by more than 30% and intended to
reduce its total workforce by approximately 300 employees by the end of the 2025 calendar year.

Appendix 3 contains further information on the establishment of WaterNSW.

Natural Resources Access Regulator

The delivery of regulatory, compliance and enforcement functions is enabled through the Natural
Resources Access Regulator Act 2017 (the NRAR Act), which established the Natural Resources
Access Regulator (NRAR). NRAR started operations in April 2018 and is responsible for enforcing
compliance with water management laws. The NRAR Act focuses on the enforcement of compliance
through functions and powers to prevent, detect and stop illegal water activities. The NRAR Act also
expressly provides that the regulator’s functions may, in the future, be expanded beyond water
legislation to other natural resource management legislation.

In June 2025, NRAR had 217 employees. The total funding for NRAR for 2024-25 was $44.82 million.

Water Administration Ministerial Corporation

The Water Administration Ministerial Corporation (WAMC) is a statutory authority established under
the Water Management Act to provide services to the Minister for Water to deliver the water
management framework. It is also the mechanism used for a joint funding submission between
DCCEEW, WaterNSW and NRAR in 2025 under the Independent Pricing and Regulatory Tribunal’s
(IPART) regulation of water prices (described further below).

Other key agencies in non-urban water regulation

IPART sets maximum prices for non-urban water in NSW. These prices are paid by customers to
WaterNSW and WAMC, as most customers in regional and rural areas do not have a choice for their
water supply. In determining price levels, IPART considers several factors, including the cost of
delivering the service, the need for efficiency and the impact of prices on customers.

IPART makes a decision about the ‘efficient’ cost of activities delivered by water agencies, including an
envelope for capital expenditure, based on a joint submission by WAMC. The 3 water agencies
determine how this funding will be allocated based on their respective responsibilities. The current
determination period runs from 1 October 2025 to 30 June 2029, or until replaced.

Of the total efficient cost, a portion will be allocated to a ‘customer share’ to be recovered through
water prices. Another portion is allocated to a ‘government share’, which is not recoverable from
customers, and water agencies may seek to request this through the NSW Government budget
process. WaterNSW also operates under an operating licence monitored by IPART. The current
operating licence is for the period 2024-28.
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The Natural Resources Commission is an independent NSW government agency responsible for,
among other non-water related functions, reviewing how water sharing plans contribute to
environmental, social and economic outcomes. It also audits the implementation of water sharing
plans and provides recommendations to DCCEEW for how plans may be improved.

A number of Australian Government agencies also play a role in water regulation, particularly for water
held in the Murray-Darling Basin, which includes inland rivers in NSW. These include:

. the Murray-Darling Basin Authority, which is responsible for water resource planning in the
Basin area, including inland rivers in NSW

. the Australian Government Environmental Water Holder, a statutory position in the Australian
Government DCCEEW that manages environmental water holdings held by the Commonwealth

. the Inspector-General of Water Compliance, an independent Australian Government integrity
agency for the Murray-Darling Basin.

3.7. About this audit

The objective of this audit is to assess the effectiveness of DCCEEW, NRAR and WaterNSW in
implementing compliance and enforcement measures for the sustainable and integrated
management of non-urban water use in NSW.

The audit addresses this objective with the following criteria:

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

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

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

This audit includes 3 auditees: DCCEEW, WaterNSW and NRAR. For simplicity, the term ‘water
agencies’ is used to refer to the 3 auditees throughout the report.

For the purposes of the audit, ‘non-urban water use’ includes the withdrawal of water from water
sources requiring a water access licence and associated approvals, including but not limited to
regulated rivers, unregulated rivers, groundwater systems and floodwater. It does not include the
management or regulation of water after it has been withdrawn by water utilities for the purposes of
urban water supply to towns and cities.

This audit is the third in a series of water-related audits. The other completed performance audits are:

. Water conservation in Greater Sydney, 23 June 2020

. Support for regional town water infrastructure, 24 September 2020.

This audit makes findings and recommendations about the elements of water management and
regulation that are within the authority of the NSW Government to affect. Because of the
interconnected nature of the rivers that make up the Murray-Darling Basin, changes to a jurisdiction’s
obligations under the Murray-Darling Basin Agreement can require negotiated adjustments to the
principal agreement or can depend on the actions of another jurisdiction. Accordingly, this audit does
not assess the impact or process of making water resource plans or other matters under the Murray-
Darling Basin Agreement as they are not under NSW’s unilateral jurisdiction.
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In addition, the audit does not cover the following activities:

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

. 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.

Structure of this report

The report is divided thematically by the basic elements of the water management system to analyse
interconnected issues existing at different levels of analysis.

Chapter 4 analyses whether the delivery of reform has been supported by effective governance,
including how well the water agencies and regulated community understand their respective roles,
responsibilities and obligations.

Chapter 5 focuses on the interactions between the 3 water agencies in the context of data sharing.
This includes the existing arrangements for the sharing of data from WaterNSW to the other water
agencies, efforts to improve data access and their results, and the impacts that issues with these have
caused.

Chapter 6 presents findings about NRAR's governance arrangements, its resourcing and workforce
management.

Chapter 7 analyses the design and implementation of NRAR’s regulatory policies, priorities and
performance.
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4. Framework for water regulation

This chapter analyses the extent to which the implementation of non-urban water regulation has been
supported by effective governance. This includes ensuring that water agencies and the regulated
community understand their respective roles, responsibilities and compliance obligations, and that
the impact of regulation is effectively monitored and evaluated.

This analysis draws on key principles of governance and regulation, including that:

. regulation should be necessary, proportionate, risk-based and outcomes-focused

. regulated entities should be able to understand their obligations so that they can achieve
voluntary compliance

. roles and responsibilities of key parties should be clearly defined and effectively communicated

. both the design and delivery of regulation should be pursued collaboratively with stakeholders

and be transparent and open to monitoring and review.

4.1. Water management framework

The complexity of the rules and regulations for water use creates significant challenges for
regulatory implementation

Numerous interviews and written submissions to this audit stated that the complex nature of water
regulation in NSW creates challenges to implementation for both the regulated community and the
water agencies, particularly the regulator. It was reported that the complexity of water rules makes it
difficult to understand and comply with their obligations. NRAR has publicly stated that most
instances of non-compliance by water users have been due to misunderstanding complex water laws,
rather than purposeful disregard for the law. Similarly, the Department of Climate Change, Energy, the
Environment and Water’s (DCCEEW) 2024 report on its consultation for non-urban metering reform
found many water users had difficulty understanding their compliance responsibilities.

The audit also identified instances where water agency staff may not fully understand, or have
different interpretations of, the compliance obligations of water users. Some NRAR staff reported
finding water laws complex to regulate, including because rules are not written in accessible and plain
English formats, and licence conditions can be technical and opaque, or difficult to enforce.

In its 2018 report, the NSW Ombudsman found that an apparent lack of understanding of the
legislative framework by some officers of the former regulator had contributed to the regulatory
failures identified at the time. The Ombudsman found that a better understanding by officers of the
legislative framework, or significant simplification of that framework, may avoid such errors in the
future. This finding remains relevant. Other public inquiries and reviews have made similar findings
about implementation challenges due to the complexity of water regulation.

This audit identified specific instances where complexity has created challenges for water agencies in
implementing, or for stakeholders in interpreting and complying with, the rules, including:

. imprecise or non-existent definitions of regulatory terms, including those that relate to
floodplain storages, landholding definitions and water take

. the interpretation and application of exemptions, including those introduced for non-urban
metering regulation — this has been compounded when exemptions have changed, as in the
case of smaller water users under non-urban metering reforms, which has resulted in some
water users incurring costs for metering equipment that was subsequently not required

. measurement requirements for environmental watering actions, including the introduction of
new regulations in 2025 to address changed interpretations of legislation (discussed further
below in this section)
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. the number of unique discretionary licence conditions, including those that are historically
derived, imprecise or unenforceable (discussed in section 5.2)

. application of the regulation to complex ownership and licensing structures (discussed further
below in this section)

. the interpretation of stock and domestic water rights, for example, a 2023 DCCEEW review of
the management of these rights received over 2,000 responses from community (discussed
further in Exhibit 4)

. accurately determining the amount of water taken by mining operations (discussed further in
Exhibit 12).

Some of this complexity may be an unavoidable consequence of regulating a complex natural system
impacted by geography, climate and environment. In addition, there are interjurisdictional
consequences of inland water flowing between 4 basin states and through multiple interconnected
river valleys, each with separate water sharing plans. There is also diversity in the purposes for which
water may be used, including for extractive or environmental purposes, as well as to satisfy the needs
of recreational water users and First Nations communities.

Exhibit 2: Complexity in water regulation - floodplain harvesting

Implementation of floodplain harvesting licensing has been slow but is progressing

Floodplain harvesting is defined in the NSW Floodplain Harvesting Policy as the collection, extraction or
impoundment of any water flowing across a designated floodplain. This includes both overbank flow and
rainfall runoff. The policy explains that the unconstrained harvesting of water from floodplains reduces the
amount of water reaching or returning to rivers.

Historically, floodplain harvesting has been unlicensed in NSW. Floodplain harvesting is the final major
form of water take in NSW to be licensed and measured.

Bringing floodplain harvesting into the licensing framework so that it can be managed within established
legal limits for extraction has been an objective of successive NSW governments since 2000. To meet the
objectives of the 2004 National Water Initiative, NSW is required to account for and license the extraction
of water taken by floodplain harvesting works. In 2013, the NSW Government released the NSW Floodplain
Harvesting Policy as the mechanism to implement floodplain licensing in NSW, initially focusing on the
Northern Basin.

The policy provides that a floodplain harvesting licence is required to authorise a water user to take water.
Before water can be taken with a water supply work, that work must be nominated by a floodplain
harvesting access licence.

In 2020, the NSW Government published the NSW Floodplain Harvesting Measurement Policy, which set
out the objectives, methods and rules for floodplain harvesting measurement in the northern Murray-
Darling Basin. This measurement policy introduced the requirement that water users with a floodplain
harvesting licence would need to install a telemetry-enabled storage meter, consistent with non-urban
water metering reforms introduced in response to the Matthews investigation.

While implementation of floodplain harvesting regulation has progressed in recent years, it has been a
long and contested process. According to DCCEEW'’s Floodplain Harvesting Action Plan quarterly
progress report, as of June 2025, 24 of the 32 actions have been completed, 6 are in progress, and 2 are
identified as future actions. Many of these actions were delayed, with some up to 4 years behind schedule.
Some of the delay has been due to required changes to regulations in response to disallowance motions
passed in the NSW Parliament.

Rates of reported compliance are low in some valleys. NRAR reported that by mid-2025 it had identified
231 licence holders responsible for 581 floodplain harvesting dams. Of these, 127 licence holders (55%)
were compliant.

There are ongoing challenges with implementing the policy. For example, water users, installers and
suppliers present at some stakeholder consultation sessions indicated that timely supply of equipment
and availability of suitable installers was a major obstacle to compliance. The audit also received
submissions that practical limitations continued to hamper water users achieving compliance.
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NRAR is responsible for ensuring compliance with the floodplain harvesting rules. NRAR initiated its first
investigations under the floodplain harvesting licensing scheme in January 2025 following an internal
referral from its intelligence function. Of the 16 active investigations, 5 are now highest priority due to their
scale, potential culpability and potential regulatory impact.

In June 2025, the Land and Environment Court handed down its findings in the Emu Rider case,? which
effectively overturned 6 floodplain harvesting water access licences that the then Department of Planning,
Industry and Environment (acting under delegation from the Minister) had claimed to have issued in 2022.
In this case, 6 water users from the NSW Border Rivers area challenged decisions made by the Water
Minister’s delegate relating to the issuing of floodplain harvesting access licences. The court’s findings
included that the department had not followed the necessary process required for issuing the licences.

At the time of this audit, it was unclear how this matter will be resolved.

Source: Audit Office of NSW analysis.
DCCEEW has assessed the expected impact of some individual proposed water reforms

As the lead NSW government agency for water legislation, policy and planning, the importance of
reducing complexity and achieving greater simplicity in water rules has been atheme in DCCEEW'’s
consultations and reviews for individual water reforms. For example, this was a consistent theme in
DCCEEW'’s initial consultation on the then proposed Water Reform Action Plan. In June 2018,
DCCEEW reported in its first consultation report that a key message it had taken from the process was
the need for ‘improved clarity and simplicity on rules’.

In July 2025, in response to complaints from stakeholders to the Minister about ongoing concerns with
engagement fatigue and DCCEEW’s effectiveness in engagement, DCCEEW acknowledged that some
stakeholders held the view that it had ‘... too many plans, programs and projects’. DCCEEW outlined a
range of measures that it had taken or would take to address these concerns. Some of these
measures may help to address the risk of stakeholder confusion about scale, pace and complexity of
water reforms. The measures include:

. the repurposing, from October 2025, of the Water Advisory Groups convened by WaterNSW to
include a dedicated afternoon session for DCCEEW to engage with stakeholders

. committing to provide greater feedback on the outcomes of consultations, including providing
information on how feedback has informed decisions

. maintaining a new interactive map on DCCEEW'’s website to ensure that programs and projects
in each water sharing plan region are easy to find.

DCCEEW has undertaken assessments of regulatory impact for some of its water reforms, particularly
where required by the Subordinate Legislation Act 1989.

For example, in February 2025, DCCEEW prepared and published an extensive regulatory impact
assessment to support its proposed remake of the Water Management (General) Regulation. The
assessment systemically addressed approximately 22 reforms included in the proposed remake,
outlining the objectives, considered alternatives, as well as the costs and benefits of each.

These regulatory impact assessments are useful in ensuring that DCCEEW has considered the
effectiveness of discrete regulatory interventions. However, they have not been conducted for all
reforms introduced since 2017, including the establishment of NRAR. Moreover, while significant
reforms to non-urban metering or floodplain harvesting licensing were subject to various forms of
consultation and technical evaluation, they were not subject to regulatory impact assessments.

2Emu Rider Pty Ltd ATF the trustee for Griffiths Investment Trust and Others v Minister administering the Water
Management Act 2000 [2025] NSWLEC 64 (24 June 2025).
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Lack of overall evaluation exposes the reform agenda to the risk that important lessons about
regulatory reform and its cumulative impact will not be identified

While some reforms have been subject to regulatory impact assessment, these have been on a
case-by-case basis that have not assessed the overall, cumulative and retrospective impact of the
regulatory reforms introduced since 2017. This includes whether the reforms have contributed to
progressing the objectives of the Water Management Act 2000 (Water Management Act) or whether
any lessons can be learned to improve regulatory outcomes and processes.

Despite a clear message over time from multiple stakeholder groups that water regulation is
excessively complex and creates the risk of non-compliance, there has been limited policy or
legislative attention to promoting greater simplicity or clarity. Reforms to water regulation since 2017
have delivered a range of amendments to existing regulations, rather than a holistic review of
cumulative impact, lessons learned or how effectively the objectives of the Water Management Act
have been promoted.

With the 10-year anniversary of the Water Reform Action Plan falling in 2027, it may be timely for
DCCEEW, in collaboration with NRAR and WaterNSW, and in consultation with other stakeholders, to
reflect on lessons learned from the water policy reform process, including how it has been managed,
overseen and implemented.

A mechanism for such a review may already exist. Section 10 of the Water Management Act requires
the Minister to ensure that the work and activities of the department are reviewed at intervals of not
more than 5 years to determine whether they have been effective in giving effect to the water
management principles of the Water Management Act. The last review was conducted by DCCEEW in
2023, but the prior review was conducted in 2011.

The 2023 section 10 review resulted in DCCEEW publishing a corrective action plan to address a series
of recommendations from the review. Implementation of the corrective action plan is assessed
annually by the Natural Resources Commission.

DCCEEW does not have a consolidated approach to tracking progress against recommendations

DCCEEW has reported 7 of the 11 recommendations of the Matthews investigation as complete in
2022. Three further recommendations were noted as ‘Managed outside Water Group’, and it is unclear
whether DCCEEW has maintained any oversight of progress against these recommendations.

In addition to the Matthews investigation, other related key inquiries were conducted by the
Independent Commission Against Corruption (ICAC) and the NSW Ombudsman. DCCEEW reported
that, at April 2023, all 15 recommendations of the ICAC report were complete. DCCEEW has not
reported progress on delivery of the 35 recommendations of the NSW Ombudsman’s report, including
those directed to WaterNSW and NRAR.

DCCEEW does not have a systematic or consolidated approach to monitoring and coordinating its
response to independent or commissioned reviews, for example, a system to track the
recommendations across reviews and inquiries. This is particularly important where DCCEEW'’s
actions to address recommendations may overlap or relate to similar issues or a need to capture
additional recommendations from later internal audits or reviews. This will also be important to
address recommendations arising from this audit.

For example, the Matthews investigation report (2018) and the ICAC report (2020) contained
recommendations relating to defining DCCEEW’s stakeholder and community engagement
approaches, as did a 2022 report commissioned by DCCEEW.
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DCCEEW has not adequately considered alternative options and critical data dependencies
when planning a new reporting requirement for water users, creating risks to the delivery of
outcomes

Since 2024, water agencies have been developing a proof-of-concept trial to implement a regulatory
requirement that aims to more precisely link water taken against specific licences. This was in
response to a recommendation of the 2024 non-urban metering review. DCCEEW’s planned trial of
attestation aims to address challenges in establishing how much water has been taken relative to the
water allocation for a given licence. In most cases, this is straightforward, but in some cases, it can be
extremely complex to establish (Exhibit 3).

For example, in some cases, there may be multiple approval holders authorised to take water against
a particular licence. In other cases, one approval holder may be authorised to take water against
multiple licences. DCCEEW reported that this is the case for around 5% of licences, but these
represent as much as 67% of water take. Currently, approval holders must record and report water
take, but, historically, compliance with these requirements has been low.

WaterNSW manages the process of tracking water use against licences. It has rules in place to guide
this process, with around 94% of transactions in 2024-25 attributed to licences through pre-set rules,
with the remainder manually attributed by WaterNSW officers. This means that WaterNSW has had to
apply a degree of discretion in complex licence approval arrangements.

Exhibit 3: Examples of licence approval relationships for water use
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Source: NSW DCCEEW.

In November 2024, the Minister for Water approved DCCEEW to plan a trial of attestation by water
access licence holders. During the planning of this trial, there were differing views between entities on
both the significance of these issues (the volume of water take affected by these reporting gaps), and
the desired outcomes of attestation as a principle.

There are risks to the success of this trial due to gaps in DCCEEW’s delivery planning, including
comparison against alternative intervention options. The Water Administration Ministerial
Corporation’s (WAMC) CEOs endorsed a trial of attestation to proceed in May 2025, prior to the
completion of detailed assessment of potential alternative interventions.

DCCEEW has identified some potential alternative process and practice interventions to address
issues, including through improving compliance with existing reporting requirements, and addressing
known data and system limitations. In particular, DCCEEW identified several interventions that are
‘essential precursors to enable proposed new requirements for attestation’, but it did not undertake
detailed analysis to compare these options. For example, the new Water Market System (discussed in
section 5.2) has been presented as having the ‘capability to meet the majority of underlying drivers for
attestation’.

Itis unclear how DCCEEW or NRAR plan to enforce attestation requirements, when existing
mandatory reporting requirements have had low compliance rates.
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In November 2025, the first step toward attestation was delivered through the Stronger Enforcement
and Penalties amendment to the Water Management Act, which introduced a requirement for persons
to provide information through attestation, even if that information is self-incriminating. This provision
is notyetin force, butis intended to commence by proclamation at a future date. DCCEEW has not yet
determined the timing for this proclamation and for necessary further amendments to introduce
attestation reporting requirements.

The regulation of environmental water has been hampered by framework complexity

Water for the environment is another function where the complexity of the framework has created
significant implementation challenges. In particular, uptake of metering policy requirements for
environmental water has faced significant barriers to implementation. Submissions to DCCEEW’s
review of the non-urban metering policy in 2023 highlighted challenges with metering environmental
water in circumstances where no water is extracted. Held environmental water (allocated through
water access licences) is largely subject to the same metering obligations as other large licence
holders.

DCCEEW'’s Conservation Programs, Heritage and Regulation Group (CPHR) and the Commonwealth
Environmental Water Holder are the licence holders for environmental water in NSW. DCCEEW
administers around 2,553 gigalitres of licensed environmental water on behalf of both the NSW
Government and the Australian Government. DCCEEW reported that, at November 2025, there were
56 NSW sites where environmental water would normally be delivered that did not yet meet metering
requirements and efforts were ongoing to meet compliance.

There are differing views about how regulation should apply to environmental water holdings,
particularly relating to the level of risk posed by environmental water allocations. Some stakeholders
contend that the regulator does not pursue alleged non-compliance by environmental water holders,
which are government agencies, as vigorously as it does private extractive water users. NRAR has not
publicly explained its approach to considering risk in the context of environmental water. However,
under DCCEEW'’s non-urban water metering policy, environmental water is considered high risk
because substantial volumes of water are allocated to some of the largest licence holders in NSW. An
alternative view contends that a risk-based approach to water regulation should consider not just the
volume of water in an entitlement, but also the purpose for which water is held. Environmental water is
managed as a public good with most water remaining within the river systems.

In August 2025, the Commonwealth Environmental Water Holder paused all environmental watering
actions. This decision was in response to emerging uncertainty around the compliance obligations of
accounting for water moving between regulated and unregulated water sources across the state.

In September 2025, the NSW Government introduced ‘urgent’ amendments to the Water Management
(General) Regulation to address this uncertainty. The Water Return Flow Rules and Exemptions
amendment started on 10 September 2025, and environmental watering activities resumed for some
water sources shortly after, though others remained paused at February 2026.

However, despite these amendments, there are still gaps that prevent effective framework
implementation. These issues have arisen, in part, due to the absence of a standard definition of
‘water take’ under NSW legislation or regulation. The ‘taking’ of water is the basis of many offences
under the Water Management Act, and the absence of a definition creates challenges for the
enforcement of these provisions. This has led to uncertainty among water agencies and stakeholders
around whether ‘take’ must involve the removal of water from the system and consequently whether
certain environmental water activities meet that definition — for example, if a dam within a water
source constitutes ‘take’ because it interrupts the flow of water, even if no water is removed from the
source.

Position papers drafted by DCCEEW in 2023 and 2024 highlight the extent of challenges and the
limitations of establishing a definition of water take. At January 2026, ‘water take’ has not yet been
defined under NSW legislation or regulation. Water agencies advise that work is underway to address
this, though the timeline for this is unknown.
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The complexity of the framework for environmental water was also underscored in late 2025 when an
order was placed to deliver environmental water to the Gwydir wetlands in northern NSW but that
delivery did not occur. In this matter, the NSW environmental water holder placed an order with the
river operator for the release of environmental water from the upstream storage to achieve ecological
benefits in the Gwydir wetlands.

In NSW Parliamentary Budget Estimates hearings on 4 March 2026, the Chief Executive Officer of
WaterNSW explained that WaterNSW did not have the authorising environment to release
environmental water flows to the Gwydir wetlands.

The Gwydir catchment is mostly very flat floodplain with a complex ‘mosaic’ of environmentally
significant wetlands and small water courses that fill in response to rain events or environmental
water releases from water storages, primarily the Copeton dam. In its 2015 report on constraints to
environmental water flows in the Gwydir catchment, the Murray-Darling Basin Authority noted that
inundation of private landholdings by environmental flows in the Gwydir can affect farm productivity,
interrupt access routes and damage infrastructure like fences and crossings. This issue has been
managed in the Gwydir through informal cooperation between CPHR and private landholders,
including timing environmental flows to minimise the impact on cropping, and through annual
planning informed by the Gwydir Environmental Water Advisory Group established by DCCEEW.

On 7 May 2026, urgent amendments to the Water NSW Act 2014 to address the issue of how
environmental flows interact with private landholdings were introduced to NSW Parliament (these
amendments were subsequently enacted on 18 May 2026). These were the second urgent
amendments sought to the framework for environmental water management during this audit,
following the September 2025 amendments to the Water Management (General) Regulation.

The importance of addressing the issue of environmental flows inundating private landholdings in the
Gwydir has been well recognised and is part of the Reconnecting Watercourse Country program in the
Northern Basin Toolkit, established through an intergovernmental agreement and scheduled to run
from 2022 to 2026. This program aims to address a range of factors that constrain environmental flows
in the Gwydir, including where delivering environmental water requires temporarily inundating private
land.

Efforts are also being made to address concerns about environmental water flows affecting private
land in the Murray and Murrumbidgee valleys as part of the Reconnecting River Country program and
also through urgent legislative amendments. In the Murrumbidgee, the Landholder Negotiation
Scheme provides a legislative framework for negotiation with landholders about enduring (but not
intermittent or urgent) environmental flows in water areas subject to ministerial declaration.

4.2. Interagency roles and responsibilities

The water agencies have established detailed formal agreements defining their respective roles
and responsibilities

In a complex operating environment, clearly defined roles and responsibilities are essential. Since
2021, formal agreements have been in place that aim to document the respective roles and
responsibilities of the 3 water management entities. The first was a 2021 Roles and Responsibilities
Agreement between DCCEEW, NRAR and WaterNSW. A revised Roles and Responsibilities Agreement
was due to be updated by 30 June 2025, and was executed in November 2025, though associated
schedules have not yet been finalised.

Additional agreements are in place to define responsibilities and expectations between parties on
bilateral issues, including a Memorandum of Understanding between WaterNSW and NRAR. This was
first signed in 2019 and renewed in December 2023, and aims to provide a framework for cooperative
relationships and shared processes, including the sharing of records and information. WaterNSW’s
new operating licence, revised in 2024, includes a new requirement for the entities to maintain a
Cooperation Protocol to replace the Memorandum of Understanding. The water agencies advised that
work is underway to develop this new protocol, which was planned for delivery by June 2025, but has
not yet been finalised.
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Despite these formal agreements, accountability for education on compliance with water rules
is unclear in practice and has resulted in conflicting advice

Despite these formal arrangements, some accountabilities remain unclear in practice. Accountability
for stakeholder education and engagement across the 3 entities has been defined under formal
arrangements, including the 2025 Roles and Responsibilities Agreement, which contains a detailed
schedule of responsibilities with respect to education and engagement. Under these arrangements,
NRAR is responsible for education and engagement on compliance matters, WaterNSW is responsible
for education on licensing and approvals, and DCCEEW has broad responsibility for education on
policy matters, including the introduction of new policies.

In practice, though, the boundaries between advice on policy implementation and enforcement are
not clear. This has resulted in a lack of clarity across the water agencies about which entity has lead
responsibility for the provision of education and advice on the implementation of water licences and
approvals, including with respect to compliance obligations. This lack of clarity also creates risks to
the quality and consistency of advice. In 2023, WaterNSW identified the risk of conflicting advice
between entities and advised its staff to give advice that is ‘general in nature only’.

Stakeholders reported confusion over the delineation of functions between DCCEEW, WaterNSW and
NRAR, which results in uncertainty about who to contact with questions or issues, particularly in
relation to water user requirements or obligations. This confusion particularly relates to the
implementation of water rules, new policies and licensing conditions. For example, feedback to the
audit from significant, well-resourced licence holders identified a lack of clarity around which agency
to approach for information and advice, or for clarification around the implementation and
compliance implications of new policy requirements. Stakeholders also reported being reluctant to
approach NRAR for compliance advice, due to the associated risk of enforcement action for being
non-compliant.

Staff from both NRAR and WaterNSW also reported that stakeholders routinely confuse WaterNSW
and NRAR officers in the field. WaterNSW’s 2023 Phase 1 Customer and Community Insights Report
found that ‘there is a level of customer and community confusion regarding the roles of WaterNSW,
DPE-Water and NRAR, and the complexity of setting and reforming rules and regulations, delivering
water and rules enforcement’.

In 2026, the 3 water agencies planned a joint forum to share information about upcoming
communications and engagement activities. This forum aims to support consistent messaging across
agencies, and to enable coordination on engagement and education activities. DCCEEW also advised
that there are templates in place for call centre staff responding to queries relevant to other entities.
However, the water agencies have not developed coordinated guidance for officers in the field who
provide education and advice to water users.

The audit also found examples where members of the regulated community had been given
inconsistent or conflicting advice from staff across the different water agencies. This related to
matters such as metering requirements, the application of basic landholder rights, the meaning of
specific licence conditions, circumstances in which logbooks are required to record water use, and
historical practices that are no longer compliant with water rules.

Accountability for identifying and reporting suspected non-compliance with water rules was not
clearly defined until 2025

The Memorandum of Understanding between WaterNSW and NRAR includes a requirement for
WaterNSW to refer suspected non-compliance to NRAR. However, prior to 2025, formal governance
arrangements between the 3 agencies did not include a requirement to refer potential
non-compliance to NRAR for assessment. A provision was included in the 2025 revision of the Roles
and Responsibilities Agreement that requires both DCCEEW and WaterNSW to notify NRAR of any
known material breaches of NSW water legislation as soon as practicable. A framework has not yet
been developed to clarify what types of matters should be referred and in what form, for example, to
define what constitutes a ‘material’ breach. The Roles and Responsibilities Agreement specifies an
intention to develop an Alleged Material Breach Notification Protocol, though the timing has not yet
been established.
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Water agencies can refer potential instances of non-compliance with water rules to NRAR through the
same channels as a member of the public. The audit identified instances prior to 2025 where potential
non-compliance with water rules, identified by DCCEEW and WaterNSW, was not referred to NRAR for
assessment due to competing priorities. For example, in starting implementation of floodplain
harvesting licensing in 2022, DCCEEW identified around 86 unauthorised flood work structures. These
were not referred to NRAR for assessment until July 2024.

The role of WAMC as a separate entity has not been clearly communicated to relevant
stakeholders to support understanding of the system

Water agencies have not adequately communicated the role of WAMC in relation to the water
management framework , resulting in confusion among external stakeholders. For example, feedback
from stakeholders to the audit identified confusion specifically in the distinction between fees
attributed to WaterNSW and those attributed to WAMC. In a fee-based regulatory environment, the
water agencies should prioritise transparency about funding mechanisms and allocation of fees.

WAMC is a statutory entity under the Water Management Act. It was established to provide services to
the Minister for Water to deliver the water management framework and is largely administered by
DCCEEW. However, WAMC is also the mechanism by which the 3 water agencies submit a joint
funding submission under IPART’s regulation of water prices. The Roles and Responsibilities
Agreement specifies that {DCCEEW], NRAR and WaterNSW work together to deliver WAMC'’s
essential water management services’. However, given that WAMC is a separate statutory entity, the
attribution of water agency responsibilities under the WAMC funding structure is a potential source of
stakeholder confusion.

The 2025 IPART determination recommended that WAMC establish a website and engage more
effectively with stakeholders. It also recommended that the Minister for Water initiate a review of
WAMC to improve its governance arrangements.

Prior to 2026, water agencies did not formally manage shared risks and dependencies

Prior to 2026, the water agencies had not established a joint mechanism to capture shared risks and
dependencies, and to allocate accountability for actions to mitigate these risks — for example, through
the inclusion of risk management as a standing item in meeting agendas for the existing interagency
governance bodies.

There is evidence that existing leadership forums, including the WAMC CEQO’s forum and the Roles and
Responsibilities Agreement Steering Committee, are appropriate forums to manage shared risks.

Currently, responsibility lies with each water agency to capture shared risks in their respective risk
management frameworks. Water agencies’ individual risk registers reviewed during the audit did not
adequately reflect risks relating to the interdependent operating environment of the water sector,
reliance on other entities for delivery of legislative outcomes, and risks associated with tripartite
funding arrangements. Furthermore, the audit observed that the individual water agencies’ approach
to documenting risks affecting all parties and the adequacy of their proposed risk treatments varied
significantly.

All 3 water agencies’ risk registers identify the relative importance of a collaborative technology plan
(the technology roadmap), part of WAMC’s 2025 IPART submission, for the success of water
management outcomes. For example, in the management of risks relating to customer service
outcomes, agencies rely heavily on the delivery of the technology roadmap and assume that funding
will be available for its implementation. None of the risk registers adequately documents the risk that
sufficient funding is not available for delivery of the technology roadmap’s initiatives. In March 2026, a
mechanism was established to document shared risks relating to implementation of a data strategy
and governance initiative under the WAMC technology roadmap.
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4.3. Stakeholder engagement and education

DCCEEW’s management of stakeholder engagement in non-urban water regulatory reform has
been inconsistent, though it has matured in recent years

As the lead agency for water policy, legislation and planning, DCCEEW is also generally responsible for
leading stakeholder engagement and consultation processes on water regulatory reform. Since the
Water Reform Action Plan was made in 2017, significant effort and resourcing have been devoted to
this function. While DCCEEW has demonstrated improved capability, ineffective stakeholder
engagement for some key reforms contributed to delays in theirimplementation. This was most
significant in the reforms to non-urban metering that emerged from recommendations made in the
Matthews investigation.

On 1 December 2018, rules that gave effect to the non-urban metering reforms were introduced for
‘ensuring that the vast majority of licensed water take is measured by accurate, auditable and
tamper-evident meters’. Prior to this, from March to April 2018, DCCEEW held initial consultation on
the Water Reform Action Plan and sought views on how a metering policy could be implemented to
support the overall ‘no meter, no pump’ objective.

In 30 September 2018, DCCEEW undertook formal consultation on a draft metering policy and
regulation. It published reports of its findings from both rounds of consultation. In each round of
consultation, submissions highlighted, among other matters:

. the overly ambitious implementation timeframes, particularly for small water users
. insufficient availability of adequate meters
. insufficient supply of accredited installers (termed Duly Qualified Persons or DQPs).

On 8 June 2023, the Minister for Water announced that the NSW Government was starting a review of
the 2018 regulations for non-urban water metering, noting that NRAR would continue to enforce the
existing rules while the review was underway. The review was due to startin December 2023, but was
brought forward a few months because of poor reform uptake.

In June 2024, a report of this review was published. It forecast that, at the current trajectory, full
metering implementation would not be achieved until around 2040. This review identified a range of
reasons for the critical delays, including key issues identified in the initial consultation, particularly:

. the excessively ambitious timeframes
. the unavailability of essential metering equipment
. the lack of qualified installers.

The review proposed a revised approach to metering. This involved amendments to the policy settings
for non-urban metering reform, including to extend compliance timeframes and remove obligations on
smaller water users. This process and outcome appear to reflect a more consultative approach to the
process of policy making and implementation. While these reforms were broadly welcomed by the
sector, this audit was told that some water users had already spent money to become compliant but
were now exempt, and considered this a wasted expense. This included water users with smaller
entitlements or operations.

More recently, DCCEEW managed the process of introducing significant proposed reforms under the
Water Management Legislation Amendment (Stronger Enforcement and Penalties) Act 2025. This Act
was informed by NRAR’s experience in regulating the sector, particularly the difficulty of proving an
offence to the criminal law standard of beyond reasonable doubt. The Act allows NRAR to prosecute
some matters through the Land and Environment Court to the civil law standard of balance of
probabilities.
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The legislation was not subject to public consultation before its passage through Parliament.

In April 2025, before the Bill was introduced to the Legislative Council on 26 June 2025, DCCEEW
conducted limited briefings on the Bill with selected industry and environmental stakeholders. This
engagement intended to build stakeholder awareness of the Bill, but not to seek feedback. Targeted
engagement with key external groups was deemed appropriate on the grounds that ‘most changes will
only impact persons seeking to contravene water laws’. The communication and engagement
approach for the Bill specified that an exposure draft of the Bill would not be shared with stakeholders
prior to the Bill being introduced to Parliament. Key industry stakeholders raised significant concerns
about this approach to engagement on policy and legislative reform, as well as about the substance of
the reforms.

This report notes the concerns raised by the Matthews investigation about extending what could be
perceived as privileged access to the regulatory process to selected stakeholders only. The same risk
applies to affording special status regarding the policy and legislative process. This audit has not
found that it is necessary for all policy and regulatory processes to be open to broad based public
engagement. However, the circumstances that justify targeted stakeholder engagement should be
codified in the relevant stakeholder engagement policies or guidelines.

WaterNSW undertakes routine stakeholder engagement through its customer advisory groups

Under its operating licence, WaterNSW is required to ensure appropriate customer support and
complaints management, including by engaging with customers and the community. This allows
WaterNSW to engage in valley-specific and regional issues and understand how its systems and
processes can support more effective relationships with customers. WaterNSW maintains customer
advisory groups (CAGs) across 12 valleys in NSW. This is its primary mechanism for stakeholder
engagement. It has maintained a regular cadence of meetings since at least 2017.

The CAGs are also a mechanism for DCCEEW and NRAR to engage with water stakeholders. While
these meetings often discuss operational issues and matters unrelated to the regulatory framework
for non-urban water, topics such as non-urban metering reform and floodplain harvesting have been
frequently discussed. These meetings also provide NRAR with the opportunity to present its regulatory
priorities and approach to enforcement.

From October 2025, a new approach to CAG meetings has been trialled. Under this approach,
WaterNSW convenes the morning session to address issues relating to its licensing and related
functions, and DCCEEW chairs the afternoon session, which is focused on its policy and legislative
functions. Feedback from CAG members suggested that most participants found the new approach
valuable.

Despite a range of guidance materials developed by all 3 water agencies, stakeholders reported
critical knowledge gaps about their obligations for water use

All 3 water agencies have an extensive range of templates, toolkits and processes to support
stakeholder engagement in the process of making non-urban water policy and law. However, the
effectiveness in implementing stakeholder engagement has been mixed in relation to the water
reforms introduced since 2017. DCCEEW developed a communication plan to accompany the Roles
and Responsibilities Agreement in 2021, but communication with external stakeholders was not a
priority as this plan was focused on internal stakeholders.

NRAR'’s attitudinal surveys of stakeholders and water users have found that a significant proportion of
water users are at risk of non-compliance because they do not fully understand their obligations, or
because they do not know the range of materials available for stakeholders to support knowledge on
water rules and compliance obligations.

The complex regulatory environment and unclear accountabilities discussed above contribute to
some of the issues identified by stakeholders in understanding their obligations, or how to access the
information they need.

25

NSW Auditor-General's Report to Parliament | Water management and regulation in NSW | Framework for water regulation



Exhibit 4 illustrates one water management right where stakeholder understanding appears deficient.

Exhibit 4: Water management and use for stock and domestic purposes

The rules for taking water for stock and domestic purposes remain contested and are often poorly
understood

Water take for stock and domestic purposes under basic landholder rights is a contested area, as well as
an ongoing source of confusion among water uses. The Water Management Act extends rights to
landholders on land with direct river, lake or estuary frontage, or above an aquifer, to take and use water
for domestic consumption and stock watering. If a landholder does not have direct access to a water
source, then basic landholder rights do not apply. In these cases, a domestic and stock water access
licence is required.

The underlying policy for stock and domestic water rights is relatively clear. That is, water use for stock and
domestic purposes may not be for commercial purposes, such as irrigation of crops. This is a contested
policy area, and some water users believe that stock and domestic purposes should be extended to
include such uses as spraying broad acre crops for weeds and pests. The audit notes that these policy
settings are a matter for government and beyond the scope of this audit.

However, there is also evidence that stock and domestic rights are often poorly understood by water
users. This was a finding of the Murray-Darling Basin Authority’s 2017 inquiry into water compliance and
we have found ongoing evidence of this confusion. This was reflected in investigations conducted by
NRAR, as well as in records and minutes of various consultation groups. This uncertainty has been
compounded by the different treatment of water taken for domestic and stock purposes under the non-
urban metering reforms. Under these reforms:

* works are exempt from metering rules where they are used to take water for domestic and stock
purposes under a basic landholder right

» works are not exempt from the metering rules where water is taken for the same purposes under a
domestic and stock water access licence.

In 2023, DCCEEW started a review of stock and domestic water rights as part of the NSW water strategy.
This process was intended to:

*  better understand how much water take is occurring and the risks this might be creating in particular
areas
e consult on options for improving understanding of domestic and stock rights

» consult on whether rules are required to better manage these rights.

This review received more than 2,000 responses, primarily through an online survey. In August 2025, more
than a year after it had initially been expected, a ‘What we heard’ consultation report from this review was
published. DCCEEW’s report explains that the review was in response to other independent public
inquiries into water management in NSW, which had recommended increasing oversight of domestic and
stock rights as a next step towards improving water management in NSW.

DCCEEW reported that ‘feedback from stakeholders indicated to the department that there is generally a
very good public understanding of what domestic and stock rights can be used for’. Notwithstanding this
conclusion, the DCCEEW report also found that:

* many expressed a belief that the system could be simpler and suggested making the rules and
regulations easier to understand by providing clear information to users

» thereis alack of understanding of what ‘domestic and stock’ means, and what it can and cannot be
used for

* thereisalack of communication and clarity from the government

» ‘conflicting views were raised during peak stakeholder consultation’.
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The audit’s review of NRAR investigation reports found many cases where alleged breaches had been
investigated. In an example from June 2025, NRAR posted to social media the findings of an investigation
into the use of stock and domestic water rights by a farmer for spraying crops. Subsequent media
reporting and social media comments highlight both the contested nature of this issue, as well as the
uncertainty surrounding the rules.

One of the 3 outcomes identified in NRAR’s strategic plan for 2026-28 is to ensure that ‘water users know
the rules and follow them’. To achieve this outcome, NRAR has chosen to ‘prioritise activities that help
water users to understand the rules and get the basics right’. Evidence provided by NRAR to Budget
Estimates on 22 August 2025 was that, notwithstanding the confusion over stock and domestic water
rights, the subject is not a priority for NRAR and is not expected to become one in the near term. NRAR
advised that this is because, as a risk-based regulator, it focuses on activities where there is a risk of water
users taking larger volumes of water.

Source: Audit Office analysis based on sources provided by DCCEEW, WaterNSW and NRAR.
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5. Data sharing for water regulation

5.1. Datagovernance

WaterNSW has a core role as the custodian of statewide data on water use and has an obligation
to share this information

WaterNSW’s operating licence and other formal arrangements establish core obligations on
WaterNSW as the primary custodian for statewide water data. These include:

. providing accurate data to support the other entities to deliver their functions

. ensuring timeliness and continuity of access to data systems for other entities

. complying with requests from the regulator for access to any relevant information or records
. maintaining a single point of truth for water monitoring data and making this available to the

other entities without charge

. keeping relevant databases up to date, including stakeholder contact details, and amending
these on request from the other entities

. providing works relating to systems and data management either at no cost or under a
fee-based arrangement.

WaterNSW has several data systems that the Natural Resources Access Regulator (NRAR) accesses
for its compliance and enforcement activities. These include systems relating to water licensing and
accounting, metering installation and metering data, hydrometric and flow data, and consolidated
databases. Data held by WaterNSW that is used by the Department of Climate Change, Energy, the
Environment and Water (DCCEEW) and NRAR includes details of:

. water licences and approvals

. individuals and entities holding these licences and approvals
. meters installed and other water infrastructure

. activity relating to volumes of water entitlements

. how much water has been taken against relevant licences.

The framework defining which system improvements require DCCEEW and NRAR to pay
additional fees to WaterNSW has not been finalised

As the custodian of water management data and owner of the relevant information and data systems,
WaterNSW also delivers a monopoly service for the provision of system amendments and
improvements requested by DCCEEW and NRAR. These obligations are set out in a schedule of ICT
and Data Services under the Roles and Responsibilities Agreement.

This schedule was delayed at the execution of the original Roles and Responsibilities Agreement

in June 2021, and was finalised in November 2022. During the 2025 update to the Roles and
Responsibilities Agreement, a revised ICT and Data Services Schedule was being drafted, but was not
complete at the execution of the new agreement in November 2025. The timeline for finalisation of this
schedule has not yet been determined.

This schedule is important to define WaterNSW’s obligations for system improvement, including to
document exactly which data and system services it must provide to the other parties. As a monopoly
provider, it is critical that WaterNSW is transparent about which services NRAR and DCCEEW will
need to pay additional fees for.
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NRAR requests data and system improvements from WaterNSW through a centralised email inbox and
relies on support from WaterNSW to deliver these requests. In 2024-25, NRAR made around 284
requests to WaterNSW, with an average resolution time of 5 days. As many as 42% of these requests
were related to water approvals and licences.

Several data and systems works requested by NRAR and DCCEEW to facilitate or improve the delivery
of their respective functions have required significant investment of resources, including WaterNSW
employing additional contracted staff. In 2025, NRAR initiated a project to develop 2 automated data
interfaces in order to access WaterNSW systems, at a cost to NRAR of around $345,000. A further 6
interfaces are planned for future development.

A 12-month program of work commissioned by NRAR in 2023 sought to address systemic data
problems relating to missing links between data records and missing or incorrect Lot/DP data in
WaterNSW systems. The cost of around $400,000 was split between DCCEEW and WaterNSW.

In 2023, NRAR sought access to key compliance data around metering and floodplain harvesting from
WaterNSW. This included establishing access to WaterNSW datasets for managing metering
installations, with read-only access, at a cost to NRAR of around $85,000.

WaterNSW is off-track to meet timelines for data sharing obligations imposed by its 2024
operating licence

Following the update to WaterNSW’s operating licence that began on 1 July 2024, new statutory
requirements were introduced to support the provision of data to other entities. These included 2
clauses with 30 sub-clauses that established requirements for WaterNSW to maintain a framework for
data that guides activities relating to data governance and management, data quality, and data
sharing with government and non-government entities. Any impact of these requirements on the
current fee-based arrangements for data or system amendments (described above) has not yet been
determined. The initial timeline for delivery of these requirements was July 2025, but was later
extended to July 2026 at the request of WaterNSW.

At March 2025, WaterNSW reported that 7 of the 30 sub-clauses were compliant with operating
licence requirements, including maintaining the relevant systems, keeping systems up to date and
communicating the updates to stakeholders. In June 2025, an additional 4 sub-clauses were
addressed through the development of WaterNSW’s Third Party Open Data Sharing Policy.

The remaining 19 items primarily relate to requirements for developing a data governance framework
and associated policies for data quality and data sharing with NSW government agencies, as well as
processes and practices for WaterNSW to lawfully provide agencies with access to data. These are
important enablers for improved access to data and information to support the delivery of water
management and regulatory functions by all water agencies.

Actions to deliver these requirements were incorporated into the 2024-25 joint WAMC submission to
IPART under its technology roadmap proposal. In March 2025, WaterNSW reported that delivery of
these actions was dependent on the IPART determination. As a result, WaterNSW delayed starting
work to deliver key actions against mandatory requirements of its operating licence, which started

in July 2024, until after the IPART determination was published in October 2025.

In December 2025, WaterNSW advised the audit that, to inform funding requests, it had engaged a
consultant to develop a business case for the relevant initiative under the technology roadmap. As a
result, the timeline for delivering its operating licence requirements is also dependent on engagement
with the other water agencies. WaterNSW estimates that a business case will be finalised and
approved by mid-2026, with delivery starting in the 2026-27 financial year. This means that WaterNSW
is not on track to meet the July 2026 deadline for its operating licence requirements.
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Obligations and expectations for the sharing of data have been defined through numerous formal
arrangements operating in parallel

Numerous formal arrangements are in place to define the water agencies’ obligations in relation to
water management data sharing and related expectations on the nature of the data being shared.
However, there is no single agreement that sets out the respective obligations, accountabilities and
deliverables of each entity with respect to data and information sharing. Instead, these are
established through a complex suite of agreements, including:

. legislative provisions under the Natural Resources Access Regulator Act 2017 (the NRAR Act),
and WaterNSW’s operating licence (renewed in 2024)

. the Roles and Responsibilities Agreement between DCCEEW, WaterNSW and NRAR signed
in June 2021 (renewed in 2025), which includes an ICT and Data Services schedule and a
schedule of data sharing arrangements

. a Memorandum of Understanding between WaterNSW and NRAR, executed in 2019, in relation
to the provision of information and records (this was originally established as a requirement of
WaterNSW’s operating licence and was renewed in 2023)

. a Data Sharing Agreement between WaterNSW and NRAR, which was established
in December 2020 and renewed in 2024

. a Data Sharing Agreement between WaterNSW and DCCEEW, which was signed in July 2021
and renewed in May 2024.

The water agencies advised that the relevant data sharing instruments under the Roles and
Responsibilities Agreement provide an overarching framework to support bilateral arrangements
between the entities on specific matters. This is an intentional structure that aims to allow greater
flexibility for bilateral arrangements to be established as required, and allows separation of strategic
oversight from operational detail. However, this also creates inherent complexity whereby separate
agreements must be read together to understand the full scope of the arrangements, and this is not
always accurately reflected in the current structures. For example, details of NRAR’s access to
specific WaterNSW systems and applications is fragmented across multiple agreements.

Formal data sharing arrangements have also provided for the establishment of associated governance
forums and working groups to oversee delivery and provide a mechanism to resolve conflict. However,
this has also resulted in separate lines of oversight being established to monitor and deliver activities
relating to data and system improvements. Relevant reporting lines include working groups reporting
to WAMC CEOs, including a Roles and Responsibilities Steering Committee and a Digital Ecosystem
Oversight Committee.

In 2024, the Digital Ecosystem Oversight Committee was formed with oversight of technology
roadmap initiatives; it also has various sub-committees for initiatives, including metering, compliance
and customer portals. This committee is the primary governance forum through which activities
relating to the water agencies’ data and systems are considered and prioritised. It makes
recommendations to the CEOs that guide WAMC investments and priorities for technology programs.
It replaced the Joint Agency ICT Committee, which ran from 2021-24.

Additional bilateral working groups between WaterNSW and NRAR include the WaterNSW/NRAR
Strategic Group and Operational Group, established through the Memorandum of Understanding. A
separate Data Remediation Program group was established in 2022 by the WaterNSW and NRAR
Boards to deliver systems and data improvement activities. The water agencies advised that the
purpose of establishing this group outside of existing data governance structures was to reflect the
detailed nature of the work being undertaken.
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Arrangements could more clearly define how priorities are reconciled between groups to reduce
the risk of duplication or competing priorities for work on the same data and systems

Separate reporting lines and cross-reporting between groups on many of the same initiatives and
activities create a risk of duplication or competing priorities between groups. Cross-reporting between
groups may be one way to reduce the risk of siloed or duplicated efforts. However, where progress on
initiatives is being reported across multiple separate working groups, it is necessary to clearly
attribute ownership or accountability for relevant activities, and to be clear when updates are shared
for transparency, rather than for oversight. For example, a project to remediate the accuracy of lot/DP
data was discussed and monitored by at least 3 working groups, with separate reporting and action
lists.

In early 2025, a prioritisation framework for the Digital Ecosystem Oversight Committee was defined to
support the selection of projects for inclusion in the WAMC technology roadmap proposal. However,
this framework does not prescribe how parallel working groups are identifying and prioritising
resources to deliver improvement activities for the same data and systems. Many of these governance
groups have similar membership and remits but separate plans and priority projects. For example,
working groups overseeing the planning for policy reform to introduce attestation of water take
(discussed above) have developed a list of actions for data and systems improvement, and attributed
priority levels and timeframes, some of which have critical dependencies on roadmap initiatives.
Adequate mechanisms are not in place for these priorities to be considered by the Digital Ecosystem
Oversight Committee and to clarify how they relate to other priority initiatives under the roadmap.

5.2. Dataand system delivery

Despite considerable effort, significant data access and quality issues limit all 3 water agencies’
oversight of water management effectiveness and delivery of enforcement functions

Despite improvements to practice and governance arrangements that have been in place since at
least 2019, all 3 water agencies have identified significant deficiencies in both data quality and
access. These issues limit water agencies’ oversight of the overall effectiveness of, and compliance
with, the water management framework. This includes compliance with, and enforcement of, water
licences and approvals, as well as how individual use is contributing to water availability at a system
or water source level — for example, in relation to compliance with overall extraction limits set for
many water sources.

Ongoingissues include:

. inconsistency between data sets or in the application of data management rules

. incomplete or inaccurate water user contact information, and an inability to correct identified
errors or update records — such as contact details — in the source system due to cited privacy
issues (also discussed in Exhibit 5)

. inconsistent or inaccurate information on the location of works or in the links between works
and relevant approvals

. the structure of legacy systems that do not interact, or do not link relevant information, such as
the location of meters and pumps

. time-lags in data being updated within systems, preventing active management and delayed
debiting of water take against entitlements

. complex licensing and approvals arrangements creating challenges for accurately tracking and
enforcing water use — for example, in cases where multiple licences are linked to multiple
approvals (illustrated in Exhibit 3) or where one piece of infrastructure supplies multiple water
users.

NRAR has documented a range of barriers to its compliance and enforcement activities that

incomplete or inaccurate data impact. This has resulted in some investigations coming to an end, and
prosecutions being unsuccessful or withdrawn, due to issues associated with data or records. In

2023, NRAR estimated that improved data could have saved 65% of compliance costs it had incurred,
though it is unclear which compliance functions it included in this estimate.
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WaterNSW has demonstrated that it has responded to feedback from both DCCEEW and NRAR on
identified data and system issues, making a range of improvements to its data and information
management practices. For example, it reported that work was undertaken in 2023 to update missing
lot/DP information in over 11,000 approval records.

In response to identified data gaps and errors, NRAR has also used some of its on-ground resources to
manually validate information relevant to its regulatory priorities. In 2025, NRAR’s Outreach team,
which was previously focused on estimating baseline compliance rates through site visits, was
redeployed to begin a trial of project-based work. The first project, which ran for the first half of 2025,
sought to manually validate the status of around 750 water supply works as either active or inactive,
by sending outreach officers on site visits to conduct visual inspections. This trial represented a
significant investment of staff time and resourcing to remediate data held by WaterNSW.

However, significant issues across multiple systems continue to hamper implementation and
oversight of water management and regulation. Key factors underpinning the lack of progress in
addressing core system and data quality issues include:

. legacy water management data systems and structures that are not designed for compliance
purposes, several of which pre-date WaterNSW’s establishment in 2014 — for example, to
record the level of data assurance needed to meet the evidence standard for a criminal
prosecution

. that most efforts to date have focused on low-cost interventions and lack a framework to
prioritise efforts until 2025

. conflicting priorities between customer service and compliance

. no access to the competitive market to procure system updates and improvements (as
discussed above).

In 2025, WaterNSW and DCCEEW were in the process of implementing a new information
management system to replace legacy licensing systems. Beginning in 2023 through

to November 2025, the new Water Market System has been implemented in stages, at a cost of around
$36.9 million. This includes around $8.3 million from NSW DCCEEW and $1 million from Australian
Government grant funding. WaterNSW anticipates that this new system will offer significant
opportunities to improve the quality of licensing data, in particular data relating to the accuracy of
water users’ contact details. However, the audit notes that these benefits have critical dependencies
on the delivery of the WAMC technology roadmap to address data governance and access challenges.
In particular, DCCEEW and NRAR operations face risks from significant system transition, including
where these agencies rely on continued access to new and historic data, or will be affected by the
decommissioning of previous data systems.

Water agencies have allocated a further $21 million for the Water Market System through the
technology roadmap (Initiative 3, Exhibit 6); this is in addition to the $36.9 million already invested in
the system. This proposal aims to deliver additional functionality (discussed further below).

Exhibit 5: Water users’ information and privacy issues

The privacy of water users’ information has been raised frequently as a barrier to the maintenance of
accurate and up to date data for compliance purposes. Entities have cited conflicting interpretations of
privacy obligations and limitations in relation to accessing and updating customer data in WaterNSW’s
systems. Issues relating to water users’ privacy include:

* accessing customer contact details held in separate IT systems. WaterNSW confirmed that some
contact information is held in a separate billing system with addresses for billing purposes and not
available to NRAR for compliance purposes.

» lack of consent from water users to update information held in WaterNSW systems. WaterNSW
provided records of internal discussions that show openness to updating data systems, with consent
from water users.
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For example, a trial of attestation by water users (discussed in section 4.1) has been designed so that
WaterNSW will issue attestation forms and receive completed forms to send on to NRAR, but it will not
update the customer contact details provided in the completed forms. The rationale for this is not
documented.

Neither NRAR nor WaterNSW have taken steps to introduce a process to collect water user consent to
update details, which may be used by NRAR staff during routine interactions such as site visits. In 2020,
NRAR developed a privacy management plan that describes mechanisms available to NRAR for sharing
information between agencies. This includes, under section 16(2) of the NRAR Act, an exemption to the
privacy principles under Division 3 of the Privacy and Personal Information Protection Act 1998, for sharing
information associated with the administration of natural resources management legislation or the
administration of the Water Act. This incorporates granting of licences, issuing of notices and direction,
the exercise of enforcement powers and institution of proceedings.

Itis unclear why these provisions, specifically the provisions relating to investigative agencies, are not
considered to apply to the management of water users’ information for the purposes of enforcement.

Source: Audit Office analysis based on information provided by DCCEEW, WaterNSW and NRAR.

WaterNSW’s practices for the reconciliation of water accounts do not support accurate
monitoring of water take and timely identification of potential breaches

WaterNSW has business rules and system validations to prevent water users from placing orders in
excess of their licence allocation. However, the audit identified examples where water accounts have
not been reconciled in a timely manner, particularly in relation to accounts with manual reporting
requirements such as log books. This creates a risk that WaterNSW may deliver water orders against
accounts that have exceeded their water allocation, until the accounts are reconciled for billing
purposes. Timely reconciliation of water accounts is important for both the effective administration of
water allocations and the enforcement of compliance.

The audit identified other examples where water take had not been debited against accounts,
preventing the identification of possible compliance breaches with water take limits. For example,
at November 2025, WaterNSW had not debited the water accounts of floodplain harvesting licence
holders for water taken in a floodplain harvesting event that occurred in April 2024.

These system limitations prevent both water users and NRAR from being able to accurately monitor
how much water is being taken and to identify where breaches have occurred. This has allowed some
water users to order more than their water allocation. In 2023-24, NRAR estimated that around 6% of
water accounts were overdrawn in 2021-22, a total of more than 40,000ML of water.

Historical licensing practices have created significant challenges for NRAR to establish
non-compliance and to take enforcement action

In addition to data and system limitations, the enforceability of conditions attached to water access
licences or water use approvals presents further challenges for NRAR’s compliance functions. This
becomes a data and system issue due to the significant volume of historical licences and approvals,
approved under previous water management frameworks, requiring review and amendment.

As the entity responsible for enforcement of licence conditions, NRAR has identified instances where
licence conditions are not enforceable, including mandatory conditions set in water sharing plans.
Unenforceable conditions continue to be a legal barrier to NRAR pursuing enforcement action against
potential breaches, including initiating prosecution.

Conditions may be problematic because they set requirements for water flow based on physical
landmarks or are impossible to validate after the fact. For example:

. water may not be taken unless flow reaches the level of a nailin a tree
. water must not be taken unless there is a visible flow in a creek at another location
. the dam must be operated to maintain a flow in the watercourse downstream of the dam.
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IPART’s A best practice approach to designing and reviewing licensing schemes (2013) identifies the
characteristics of effective licensing rules or conditions. These include that: they are focused on
outcomes; they do not duplicate generic provisions; they are enforceable; and the associated
penalties reflect the severity of the breach.

Prior to 2025, the formal arrangements between the 3 water agencies did not define a responsibility for
entities to ensure the enforceability of conditions specified under water access licences and
approvals. In recognition of this issue, a provision was included in the 2025 revision of the Roles and
Responsibilities Agreement that requires DCCEEW and WaterNSW to:

Respond promptly to advice from NRAR about opportunity to improve
mandatory or discretionary conditions to enable or improve enforceability of
licence conditions. Responses may include undertaking amendments of
licence condition or a commitment to consider the identified risk to
enforceability and amendments to the condition as part of other programmed
activities (e.g. next WSP remake).

This provides WaterNSW and DCCEEW with formal accountability to respond to identified issues with
enforceability going forward. However, shared responsibility for the enforceability of licensing
conditions creates a risk that accountability is diluted in implementation. This is particularly relevant
in the context of agencies giving conflicting advice and education relating to the interpretation of
licensing conditions (discussed in section 4.2).

NRAR has raised known problematic conditions with WaterNSW and DCCEEW to develop solutions.
While the water agencies recognise the importance of improving the licensing and approvals data,
they do not have dedicated resourcing to revise thousands of historical licence conditions to improve
enforceability against current requirements. WaterNSW has made efforts to improve the consistency
and enforceability of new licensing and approval conditions through staff training and guidance, and
has engaged with NRAR on priorities for addressing identified issues. As part of a joint Data
Remediation Plan in 2024, NRAR and WaterNSW collaborated on priorities to address the most urgent
conditions requiring review. The respective Boards of WaterNSW and NRAR approved a plan of work to
address these, with around 700 approvals with problematic conditions amended in early 2025. This
program was paused in May 2025 due to changes in WaterNSW’s funding and organisational
arrangements.

The water agencies have started developing detailed business cases for a collaborative plan to
address data and system issues

A key accountability for the Digital Ecosystem Oversight Committee has been overseeing the delivery
of a collaborative technology roadmap to address identified data and system issues for inclusion in
the WAMC 2025 submission to the IPART pricing review.

The technology roadmap is the first strategic, coordinated approach to securing funding across all 3
water agencies. It comprises 4 key initiatives (see Exhibit 6), including developing a joint data strategy
and governance, enhanced functionality for compliance, enhancing systems for metering data, and
expanding the implementation of the new Water Market System.

Work undertaken by the water agencies identified that initiative 1 (ecosystem data strategy and
governance) is the most important focus area, with the success of the other 3 initiatives dependent on
delivery of this component.

The 2025 joint WAMC submission originally included a proposal for $46.4 million to deliver the 4
initiatives under the technology roadmap. Following the October 2025 IPART determination, the water
agencies revised the original proposal to $43.96 million for the delivery of technology roadmap
initiatives over 3 years to 2029.

Itis important to note that the IPART determination does not result in allocation of funding but sets
maximum prices that water agencies can charge water licence holders based on IPART’s forecast of
efficient expenditure (including a forecast envelope of efficient capital expenditure). The agencies then
manage this over the determination period, including seeking NSW Government budget allocations
where relevant. The water agencies reported that work is underway in 2026 to develop detailed
business cases for the roadmap initiatives.
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Exhibit 6: WAMC technology roadmap

WAMC proposal 2026-29 Proposed cost
1. Ecosystem data strategy and governance $13.46m
2. Customer metering systems $7m
3. Water market systems $20.92m
4. Water compliance $2.58m
Total $43.96m

Source: WaterNSW.

Delivery of the collaborative plan to address data and system issues is subject to WaterNSW’s
governance approval and funding availability

WaterNSW has committed to debt funding the proposed cost of the technology roadmap, but this is
subject to approval through its standard governance processes for capital expenditure. Funding
allocated to WaterNSW by departmental or WAMC agreements, including joint priorities established
under the technology roadmap, also requires approval by the WaterNSW Board or its capital
investment governance committee in order to be allocated for its intended purposes. In the course of
developing the technology roadmap, WaterNSW has been transparent to the other water agencies
about its governance process for accessing capital funding.

While each agency is required to exercise its relevant financial delegations and controls, under the
Digital Ecosystem Oversight Committee’s Terms of Reference, there must be committee endorsement
of any deviation from WAMC funding decisions. It is not clear how a disagreement between these
processes would be resolved. The water agencies have raised this gap as a risk during discussions in
joint governance groups, butitis not clear what action has been taken to resolve it.

Proposed funding for the technology roadmap must also be considered against WaterNSW’s other
priorities for capital expenditure, including water supply infrastructure, in the context of WaterNSW’s
capital funding envelope to be sourced from available debt. None of the water agencies’ risk
management documentation has adequately accounted for the risks of the prioritisation of capital
expenditure — specifically, how prioritisation of limited funds might impact the timing and scope of
implementation of the roadmap, and the consequential impact on water management obligations and
activities.
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6. NRAR’s governance and resourcing

6.1. Independentregulatory decision making

In recommending the establishment of a new water regulatory system, the Matthews investigation
states that one of the key principles that should underpin the regulatory system was that it:

... needs to be more independent: Decisions about compliance and
enforcement should be, and be seen to be, sufficiently independent of water
policy making, water planning, water regulation-making, and water delivery
services to customers.

Regarding regulator independence, the Organisation for Economic Co-operation and Development
(OECD) states that:

Establishing the regulator with a degree of independence (both from those it
regulates and from government) can provide greater confidence and trust that
regulatory decisions are made with integrity.

This is particularly important where community confidence in the regulatory system needs to be
maintained or re-established, where government and non-government entities are regulated, and
where there are strong competing interests and impartiality needs to be protected. These 3
characteristics are each visible in non-urban water regulation in NSW.

NRAR'’s legislation supports the independence of its compliance and enforcement decisions

Under the Natural Resources Access Regulatory Act 2018 (NRAR Act), the Natural Resources Access
Regulator (NRAR) is governed by an independent Board that reports directly to the relevant Minister
but is not subject to the control or direction of the Minister.

The NRAR Act provides that the responsible Minister may, where necessary and in the public interest,
give the regulator written direction with respect to its functions. However, any such direction may be of
a general nature only and may not relate to a specific matter that is being considered or determined by
the regulator.

The NRAR Act requires that written directions from the Minister must be published on the NRAR
website. While ministerial directions were provided to NRAR in 2018 and 2021, these directions have
only been published on NRAR’s website since December 2025.

These arrangements support the NRAR Board’s independent decision making in relation to
compliance and enforcement activities, including the decision on whether to proceed to prosecution
for alleged breaches of the Water Management Act 2000 (Water Management Act).

NRAR has governance arrangements that support independent regulatory decision making, and it
has managed potential risks from its administrative arrangements with DCCEEW

A service agreement and protocol between NRAR and the Department of Climate Change, Energy, the
Environment and Water (DCCEEW), developed in June 2025, supports NRAR’s independence from
departmental directions in its decision-making functions, including from the Secretary of DCCEEW.
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NRAR has administrative dependencies on DCCEEW for a range of non-regulatory functions. These
include the following services provided by DCCEEW at a cost to NRAR:

. an employment and reporting line for the Chief Regulatory Officer

. NRAR legal services, until December 2025

. human resources and work health and safety services, to support NRAR staff as employees of
DCCEEW

. ICT, finance, procurement, internal communications, records and compliance, corporate

finance, ministerial and cabinet liaison services

. audit, ethics and probity services, including use of DCCEEW'’s online ethics portal for conflict of
interest management

. payroll and employee administration, ICT, accounting and expense management through a
shared service arrangement with the Department of Planning, Housing and Infrastructure.

The audit focused on the employment and reporting line for the Chief Regulatory Officer and the
arrangements by which DCCEEW provided legal advice to NRAR. The management of ethics and
probity services by DCCEEW is discussed in section 6.2.

DCCEEW and NRAR have worked to address potential real or perceived conflicts emerging from the
Chief Regulatory Officer’s reporting lines within the department. As an employee of DCCEEW,
between 2018 and 2024, the Chief Regulatory Officer reported to the Deputy Secretary overseeing
water functions within DCCEEW. In early 2025, this reporting line was moved to DCCEEW'’s Deputy
Secretary of Conservation Programs, Heritage and Regulation, who oversees the department’s
environmental water holdings.

In both cases, there were potential conflicts inherent to a regulator reporting to a senior executive
accountable for regulatory policy or regulated functions.

In July 2025, the Chief Regulatory Officer’s reporting line was changed again, this time to report
directly to the DCCEEW Secretary. This was intended to address the potential conflict in the Chief
Regulatory Officer effectively regulating their direct supervisor’s management of environmental water.
Prior to this change, in June 2025, DCCEEW and NRAR signed a service agreement and protocol,
documenting shared expectations as to how the 2 agencies would work together while preserving
NRAR’s independence. The protocol stated that the Secretary did not have power to oversee decisions
on prosecutions and investigations under natural resource management legislation, and NRAR is not
expected to share information with DCCEEW regarding NRAR’s regulatory functions.

Given the complex legislative environment in which NRAR operates, access to legal services is a
critical capability for the regulator. In 2018, NRAR developed the shared services approach to its legal
function and documented the anticipated efficiencies of this approach. This included access to
expertise within DCCEEW, as well as the need to establish clear boundaries for legal staff working on
NRAR matters. However, this also created a potential conflict of duty in cases where NRAR may be
taking legal action against DCCEEW for non-compliance with water rules.

In 2023, NRAR and DCCEEW signed a Memorandum of Understanding for the provision of legal
services, with funding provided by NRAR. The audit identified gaps in the documentation of the
approach to managing potential conflicts of duty for NRAR legal staff in the 2023 Memorandum of
Understanding, though there was evidence of potential conflicts being managed in practice.

Following NRAR’s review of independence in 2024, from 12 January 2026, NRAR legal staff will report
only to the NRAR Chief Regulatory Officer.
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6.2. Resources and staff to support regulatory functions

NRAR’s funding model reduces the risk of undue influence from fee-paying water users, though it
has not transparently and routinely reported on its funding sources

NRAR requires adequate resources and staff to exercise its compliance functions effectively. This
includes protecting against undue influence over decision making by any stakeholder or group and
ensuring that NRAR has the capacity and capabilities needed to deliver its functions. Appropriate
funding is essential to determine the extent to which the regulator can carry out its mandate and act
independently.

In its 2018 investigation report, the NSW Ombudsman found that regulatory failure in the management
of water was at least partly the result of the failure to ‘... adequately resource or secure funding to
adequately resource their compliance functions’. Similarly, the Matthews investigation pointed to the
need for the then proposed new regulator to be sufficiently resourced to perform compliance and
enforcement functions.

NRAR receives its funding from a range of sources, which can be summarised as:

. fees paid by water users under a regulated pricing framework

. a subsidy paid by the NSW Government to offset the full cost to users

. a NSW Government share of the efficient cost under the regulated pricing framework

. NSW Government recurrent funding (approved by Cabinet)

. NSW Government temporary funding for specific projects or activities, including dedicated
funding to implement non-urban metering and floodplain harvesting licence reforms (approved
by Cabinet)

. arelatively small component from the Australian Government for specific projects.

Exhibit 7 shows the relative contribution of the NSW Government, the Australian Government and
water users to total NRAR funding.

Exhibit 7: NRAR funding 2019 to 2025 by source ($000s)
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. . Government —
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Source: Audit Office analysis of data provided by NRAR.
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Exhibit 8 shows the average contribution of each source to NRAR’s total funding from 2019-25. NSW
Government consolidated funding, both recurrent and temporary, along with funding allocated
through a government share of the regulated pricing mechanism, reflects the largest proportion of
NRAR funding. Funding sourced from fees paid by water users accounted for around 15% of all NRAR
funding between 2019 and 2025.

Exhibit 8: Average contribution to NRAR total funding, by funding source, 2019 to 2025
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Source: Audit Office analysis of data provided by NRAR.

Submissions to the IPART pricing inquiry, to this audit and to other reviews and sources, frequently
suggest that NRAR is primarily funded by fees paid by water users. As shown above, the majority of
NRAR funding is provided by the NSW Government. The OECD observes that:

For regulators that are funded through fees, an appropriate cost-recovery
mechanism is essential to set the “right” fee and avoid a regulator that is
under-funded, captured by industry or undermined by the executive.

The comparatively low proportion of industry funding to NRAR suggests a relatively low risk of capture.

The OECD also notes the role played by financial independence in promoting the overall
independence of a regulator in how it performs its functions. It states that the processes by which a
regulator’s funding is determined, received and expended should be transparent.

NRAR has not routinely reported publicly on its annual funding and expenditure. The agency has
provided one annual report to Parliament under the Government Sector Finance Act 2018 for the
financial year 2022-23. This report was prepared in line with advice from DCCEEW in 2021 indicating
that NRAR was required to prepare an annual report. In 2023, NRAR received contrary advice from
DCCEEW that annual reporting was not required and, as a result, it has not prepared any further
annual reports. Following the introduction of new annual reporting requirements in 2025, NRAR
advised that from 2025-26 it will produce an annual information statement. This annual information
statement may assist in promoting greater visibility and understanding of NRAR’s annual funding and
expenditure, particularly outside of the 5-year IPART determination process.

As a contributor to the joint WAMC pricing submission, NRAR is also required to participate in the
public IPART pricing determination process. This requires NRAR to account for its performance in
some detail, including by participating in a ‘voice of customer’ survey. The audit notes thatitis
unusual for a regulator to conceptualise regulated entities as ‘customers’ and for its funding to be
influenced by the views of the regulated community.
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NRAR staff reported positive workplace attitudes, addressing a key risk to the delivery of
effective regulation

In each of their relevant respective investigation reports, the Independent Commission Against
Corruption (ICAC) (November 2020) and the NSW Ombudsman (August 2018) discussed the negative
effect on regulatory performance of poor organisational culture, morale and employee engagement.
The ICAC, for example, pointed to ‘organisational dysfunction’ as one of the causes of a regulatory
atmosphere that was ‘... overly favourable to irrigators’. The NSW Ombudsman specifically
recommended that NRAR take action to:

... create a positive work culture that is clear about goals and expectations and
fosters communication between staff and senior management.

The NSW People Matter Employee Survey (PMES) asks all NSW public servants about their experience
and perceptions of a range of workplace issues and practices, including management and leadership,
service delivery, employee engagement, diversity and inclusion, public sector values and
unacceptable conduct.

Exhibit 9 presents an illustrative sample of results. As shown, NRAR can demonstrate substantial
improvement in how its workforce views the experience of working in the agency compared to the
results for the equivalent workforce in the year before NRAR was established. NRAR’s results are
consistently more favourable than those recorded for the DCCEEW portfolio and for the NSW public
sector.

Exhibit 9: Selected NRAR results from the PMES

2017 2024
PMES question Percentage in agreement
I would recommend my organisation as a great place to work 43 73
My organisation focuses on improving the work we do 55 76
| feel that senior managers model the values of my organisation 32 70
Change is managed well in my organisation 17 53
| get the support | need to do my job well 51 80

Source: People Matter Employment Survey unpublished data provided by NRAR.

NRAR’s workforce planning could better reflect its strategic priorities and capability gaps to
ensure delivery of its regulatory priorities

Since its establishment, NRAR has evolved and matured. Between 2018 and 2022, NRAR primarily
focused on reducing the backlog of serious investigation matters. Over time, NRAR has identified a
need to revise its organisational structure to better reflect its evolving priorities. This has included
iterative changes, such as transferring specific functions to DCCEEW, including the administration of
water licensing and approvals, as well as dam safety.

In 2022, NRAR underwent a broader organisational restructure that aimed to realigh some teams to
support the goals of its Strategic Plan 2021-2023. This involved changing from geographic-based
teams to functional teams, for example, bringing together investigations officers from different regions
into a single Investigations and Enforcement branch. This aimed to resolve identified issues with
parallel reporting lines and inequitable distribution of resources across regions. In 2025, NRAR
underwent another organisational restructure that involved adding more capacity to its intelligence,
investigations and legal functions. It also consolidated teams responsible for regulatory policy and
process, and for capability and engagement.
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According to the NSW Public Service Commission, strategic workforce planning is longer term
planning (over 3 to 5 years) that identifies future workforce requirements and is aligned with
organisational strategy as whole. NRAR prepared business cases for the 2022 and 2025 restructures,
which included analysis of the required organisational structure needed to meet changes in the
demand for NRAR’s services. The business cases also considered NRAR’s broader organisational
strategy, including an increased focus on proactive intervention, though there was limited assessment
of projected future demand to inform a strategic assessment of NRAR’s capability requirements.
Furthermore, NRAR did not conduct an evaluation of the 2022 restructure to inform the 2025
restructure.

There are also gaps in NRAR’s planning to identify its ongoing workforce capability requirements, and
its People and Capability Strategy expired in 2024. NRAR’s 2024-2025 Regulatory Capability
Development Plan details the method and results of its process for identifying training needs.
However, NRAR has not assessed the skills and capability requirements needed across the
organisation to meet its long-term objectives. This would be necessary to inform any further analysis
of existing workforce capabilities and gaps.

NRAR’s outreach function, within its Education and Engagement branch, shows the impact of these
gaps in workforce and capability planning. In line with NRAR’s strategic goals, this team has been
expanded over time to promote voluntary compliance and engagement. NRAR considers the outreach
function to be a cost-effective model for engaging with stakeholders, and this was reflected in its
submission to the IPART pricing review in 2025. In 2025, NRAR redeployed the outreach function to
short-term project-based fieldwork, and conducted analysis on future possible functions for this
team. The longer-term functions of the outreach team had not been finalised at the time of the audit.
NRAR has not adequately assessed the risks, resources and capabilities required for effective
utilisation of its outreach function, to support alignment with NRAR’s strategic goals for proactive
intervention and engagement.

NRAR has not adequately administered its training and capability development function

Records of training completions are not adequately and centrally maintained so that they can be
easily and regularly accessed and reviewed. This undermines how effectively line managers can
assess whether their direct reports have completed necessary training, as well as how effectively
senior executives can monitor and mitigate potential deficiencies in capability across all staff.

In the November 2018 final report of the investigation into water compliance and enforcement, the
NSW Ombudsman made a number of findings and recommendations about NRAR’s training, including
the recommendation that it provide:

... regular training to ensure compliance officers and senior management have
a comprehensive knowledge of the water regulation regime in NSW under the
Water Management Act and Water Act.

The NSW Ombudsman also recommended that NRAR ensure, through recruitment and on the job
training, that staff doing proactive enforcement investigations have the right skills and personal
attributes to cope with the pressures of the role. NRAR’s regulatory capability development plan for
2024-25 asserts that ... NRAR invests in capability programs to ensure NRAR staff have the requisite
knowledge, skills and competencies to uphold regulatory standards effectively and achieve regulatory
excellence’.

NRAR’s routine enforcement functions are implemented by ‘authorised officers’ who have wide-
ranging powers to conduct investigations under the Water Management Act. If an authorised officer
fails to execute their powers properly, or exceeds the limits of their powers, then any enforcement
decision made may be invalid, any evidence collected may be inadmissible in court, and any direction
may not be enforceable.

NRAR’s 2024-25 Regulatory Capability Development Plan identified a series of mandatory work health
and safety capabilities, including dealing with aggressive stakeholders.

The audit sought information about the level of attainment of mandatory capability requirements
among authorised officers. This included compulsory authorised officer training and training in dealing
with aggressive stakeholders.

a1
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NRAR’s recordkeeping system could not respond to this request in a timely way. While NRAR performs
some internal reporting on training activity, such as how many people attend a particular training
course, it was unable to determine accurately what proportion of current staff had completed
mandatory training or were recognised as having prior learning.

While NRAR has not adequately administered its routine training and capability program, it has
undertaken some positive initiatives, including:

. collaborating with TAFE NSW on the development of an online water regulation training course,
available to both new staff and any member of the community

. ensuring, through either recruitment or training, that all investigators have a Certificate IV or
higher qualification in government investigations, or alternative investigations training (such as
policing).

NRAR has a focus on embedding ethics and probity awareness

A key outcome of the 2017 Matthews investigation and NRAR’s 2018 Establishment Plan was the need
to embed ethics and probity into NRAR’s functions. Mr Matthews reported that he had ‘... heard public
servants clearly deficient in their understanding of the Westminster conventions’ and had:

... observed a group culture diverging from the best traditions of Australian
public administration.

NRAR has delivered a number of related actions, including developing ethics induction resources for
new employees, identifying metrics to measure ethics performance, and developing an NRAR Culture
Plan. In 2019, 2020, 2023 and 2024, it reported progress in its annual ethics performance, but did not
reportin 2021 or 2022. In 2018, an Ethics Champion initiative was originally established but it was
given limited attention before being discontinued in 2025.

NRAR has reported on completion rates for its mandatory Code of Ethics and Conduct Training in its
annual ethics performance reporting. Despite this training being mandatory, full compliance has not
been achieved, as shown in the results below:

. 2023: 94%
. 2024: 86%.

As shown in Exhibit 10, the most recent PMES results are comparatively positive on measures about
ethics in the NRAR workplace.

Exhibit 10: Select PMES results concerning ethics and values, 2024

Percentage in Difference from NSW
PMES question g public sector result
agreement .
(percentage points)

I understand what ethical behaviour means within my 97 +3
workplace

My senior executives model the values of my organisation 70 +19
My organisation shows a commitment to ethical 79 +8
behaviour

I would know how to report unethical behaviour if | 93 +5

became aware of it

Source: People Matter Employment Survey 2024 unpublished data on NRAR.
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NRAR exceeded DCCEEW’s benchmark for 85% of staff to complete annual conflict of interest
declarations, though this may not be adequate given the risk profile of NRAR’s activities

Conflicts of interest are a significant risk to the integrity of government agencies as they may lead to a
loss of public confidence if not properly managed. As part of NRAR’s Service Agreement and Protocol,
the DCCEEW Secretary exercises employer functions with respect to NRAR staff unless otherwise
specified. This includes responsibility for the administration of ethics matters, such as conflict of
interest management. Consequently, conflict of interest declarations by NRAR staff are administered
within the DCCEEW system and are subject to DCCEEW policies.

DCCEEW'’s code of ethics and conduct sets the general expectation on managing conflicts of interest,
with more detail provided on DCCEEW'’s intranet ethics section. It is mandatory for all DCCEEW staff
to complete an annual conflict of interest declaration. DCCEEW provides monthly reporting to NRAR
about staff compliance with conflict of interest obligations. DCCEEW has a benchmark of 85% of staff
to complete conflict of interest declarations.

NRAR and DCCEEW provided inconsistent data on the proportion of NRAR staff that had not
completed conflict of interest declarations during the 2024-25 financial year, with NRAR reporting
10.1% of staff and DCCEEW reporting 13.8%. The audit was unable to verify which figure was correct.

Notwithstanding the 2 different non-compliance rates, both compliance rates exceed the DCCEEW
benchmark of 85%. This benchmark applies generally across all staff in DCCEEW regardless of their
roles or functions.

The need for annual conflict of interest declarations should be determined on the basis of risk. Factors
that may increase the need for careful conflict of interest management could include where staff
exercise enforcement powers, have access to sensitive information, or work in roles where agency
reputation is critical. In general, DCCEEW staff are unlikely to exercise the same regulatory
enforcement powers as NRAR staff.

There are deficiencies in NRAR’s management plans for declared conflicts of interest

The audit reviewed a sample of conflict of interest declarations from NRAR staff to test the adequacy
of individual management plans to address identified conflicts. Based on the requirements of the
DCCEEW conflict of interest guidelines, there were 3 common deficiencies in the management of
conflicts of interest:

. there was often insufficient detail about the nature of the conflict or about the role and
functions of the employee’s position

. declarations frequently failed to specify the exact nature of the identified risk, such as how it
might be perceived by the public, how it might limit the employee’s ability to carry out their
duties, or how it might cast doubt on the employee’s integrity

. there were often no mitigating steps other than simply declaring the conflict —in some of the
reviewed declarations, more appropriate actions may have included the person recusing
themselves from certain decisions or discussions, offering assurances about limiting access to
certain records, or undertaking to not discuss sensitive work matters with parties identified in
the declaration.
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6.3. Transparency in regulatory performance

Effective regulatory governance requires transparency in how a regulator performs its functions. It also
needs clear reporting against meaningful performance measures that reflect progress toward
achieving outcomes.

In its November 2017 water compliance review, the Murray-Darling Basin Authority (MDBA) noted that:

Transparency is necessary for the community to have confidence the
compliance system is doing its job. As well, by exposing the level, pattern and
outcomes of compliance activity, transparency exerts a pressure on water
agencies themselves to work effectively. The lack of transparency reflects not
only a closed culture but is also the result of many aspects of compliance not
being codified and therefore not able to be published.

The MDBA found that prior to the reforms discussed in this audit, NSW was one of the basin states for
which there was a notable lack of transparency about compliance and enforcement activities.

NRAR’s performance measurement framework is inadequate, and the quality of its data is poor,
which limits its ability to demonstrate its effectiveness or be transparent about its functions

NRAR has acknowledged the importance of transparency to address the issues identified by the
Matthews investigation and which contributed to NRAR’s establishment. In its first 2018-19 annual
progress report, NRAR established that:

In the pursuit of transparency, NRAR publishes its guiding policies, all board
minutes, stakeholder engagement records, speeches made by the Chief
Regulatory Officer (CRO) and, importantly, compliance and enforcement
activities and outcomes.

On its website, NRAR reports activity data, such as the number of suspicious activity reports received
and the types of decisions made. This includes a dashboard of compliance and enforcement
activities, as well as a register of prosecutions. NRAR also publishes annual progress reports on its
achievements in the previous 12 months, as required by the NRAR Act.

In early 2025, NRAR identified critical issues in its performance reporting against a range of key
performance indicators, particularly at branch level. A committee paper explained that:

Performance metrics are consistently inaccurate due to systemic issues at every stage of
data processing. Inconsistent data collection, missing or undocumented business
processes, and reliance on multiple disconnected systems create gaps that impact data
integrity from the outset. Fragmented data sources and unclear business logic add further
complexity, making it difficult to ensure accuracy and consistency.

NRAR has assessed the maturity of its performance reporting using the Modern Regulator
Improvement Tool (MRIT), which assesses regulatory good practice (discussed further in section 7.1).
NRAR’s most recent MRIT assessment in 2024 identified that its performance reporting maturity had
declined since a 2022 review and was still in the developing/maturing range. A subsequent
independent external verification of NRAR’s self-assessment proposed that the assessment be
upgraded to ‘maturing’. In considering opportunities to advance regulatory maturity, NRAR leaders
identified that ‘Despite being an outcomes-focused regulator, NRAR could strengthen its capabilities
in outcomes-based performance reporting’.

NRAR does not have a data governance strategy or framework to ensure that its activity data is
managed effectively. Implementing one would ensure a holistic and strategic approach to how data is
defined, collected, stored and utilised as a high-value asset.

NSW Auditor-General's Report to Parliament | Water management and regulation in NSW | NRAR’s governance and resourcing

44



In November 2025, the NRAR Board endorsed a new strategic plan for the 2026-28 financial years,
along with an outcomes framework. The strategic plan and outcomes framework are intended to
reflect that ‘NRAR is updating its strategy to focus on long-term outcomes instead of short-term
outputs’. Operational elements of this plan and framework were still in development during this audit,
but it was expected that all elements would be ready for publication by 1 July 2026.

In February 2026, an initial proposal was endorsed by NRAR management to begin the development of
a dedicated project to ‘... uplift organisational maturity in business process management, system
remediation, data integrity and performance reporting’. In March 2026, a project plan, including timing
and resourcing, was endorsed by NRAR executive management. The project plan recognised that:

NRAR cannot currently demonstrate its regulatory effectiveness with
confidence because its business processes, systems, data, and performance
reporting are misaligned.

The uplift project intends to deliver a coordinated uplift to NRAR’s priority regulatory processes,
supporting systems, data integrity and performance reporting foundations. The project is forecast to
finish by 30 June 2027.

NRAR paused its internal performance reporting in 2025 while it addresses data quality issues

Following identification of data quality issues, NRAR advised that it paused its routine internal
performance reporting in 2025. NRAR intends to re-establish its performance reporting dashboards
and templates, and implement controls to improve data quality to support performance reporting.
This work was underway at the time of the audit and coincides with the introduction of a new
information management system.

NRAR’s performance reporting has been focused on activity, inputs and outputs, such as the number
of reports received for investigation, and the breakdown of compliance and enforcement outcomes,
such as investigations started and penalty infringement notices issued. NRAR is less able to
demonstrate how it achieves outcomes, such as environmental and community benefits, through its
regulatory activities. NRAR has not yet developed a comprehensive outcomes-based performance
reporting framework. For example, it does not publish information on possible outcomes, such as how
its functions drive behavioural change and voluntary compliance among water users, or on key quality
measures, such as the timeliness of its investigation processes. In 2025, NRAR engaged a consultant
to provide advice on its strategic planning process and transition to outcomes-based reporting. The
result of this engagement was the Board’s November 2025 endorsement of a new strategic plan and
outcomes framework, as discussed above.

There have been discrepancies in performance data published by NRAR

The audit reviewed performance data from the compliance activity dashboard on NRAR’s website.
This dashboard allows for monthly compliance activity data to be interrogated and displayed.

A comparison between this data and performance data provided to the audit by NRAR found
discrepancies in the data available for the most recent full financial year. In 2024-25, the performance
data analysed by the audit suggested a much lower number of each type of regulatory action than was
reported on the NRAR dashboard.

The audit also found inconsistencies in information published by NRAR across different sources. For
example, in 2023-24, a comparison of performance data published in NRAR’s annual progress report
against activity reported on the regulator’s website dashboard revealed:

. for the number of directions issued, 127 in the progress report against 231 on the dashboard
. for the number of warnings and cautions issued, 76 in the progress report against 237 on the
dashboard.

There were smaller differences in some years, while in other years the numbers were consistent
across sources. None of these inconsistencies necessarily overstates or understates NRAR’s
effectiveness and the audit did not find evidence that there was any intent to publish misleading data.
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However, these inconsistencies, coupled with the other data quality issues discussed above, limit
confidence in the accuracy of the performance data being published by NRAR. In turn, this
undermines NRAR'’s efforts to be transparent about its performance.

While NRAR does not have a reliable approach to publishing data about performance measures, it
does publish some information about prosecution outcomes and enforceable undertakings. It also
publishes substantial information about regulatory campaigns, including the purpose of each
campaign and both qualitative and quantitative outcomes from campaigns.

The Audit Office routinely tests the completeness and accuracy of data provided by auditees. This
testing is intended to offer assurance that the data is fit for the purpose of analysis and can be relied
upon to draw accurate audit conclusions. However, NRAR was unable to provide sufficient
information to the audit to conduct this testing.

6.4. Technology and data for regulatory decision making

NRAR has developed its operational technology and data capabilities to identify compliance
breaches and to inform strategic decision making

Since the establishment of its spatial and intelligence functions in 2022, NRAR has continued to
develop its capabilities for identifying potential compliance breaches. Techniques include using
analysis of spatial data showing water movement and flows, data on water take, new technology, such
as drones and satellites to collect information, as well as intelligence gathered by NRAR officers in the
field. NRAR’s data suggests that reports of suspicious activity generated through internalintelligence
and submitted for triage have outnumbered suspicious activity reports from the public since 2022.

This information is used to inform NRAR’s activities in responding to and investigating individual
matters. Increasingly it is used to identify strategic risks and trends for the development of broader
regulatory priorities.

The role of the intelligence function has expanded and now contributes to activities and decisions
across all branches of NRAR. For example, it is used to:

. identify potential non-compliance matters for referral to the investigations team through spatial
and data analysis

. maintain and circulate a list of regulatory risks that can be used by all branches, including
Education and Engagement, Outreach, and Regulatory Initiatives

. develop projects for the regulatory initiatives team to implement

. develop projects for the outreach team to fill identified data gaps through manual validation at
site visits.

NRAR’s capabilities and application of intelligence and spatial data are well recognised both internally
and externally. Staff across many branches of NRAR reported significant reliance on the output of data
and intelligence analyses to enable delivery of core business as usual activities. This reliance could be
expected to increase as intelligence plays an increasing role across NRAR’s activities.

NRAR’s operational technology priorities are guided by an Operational Technology Strategy and a 2024
Operational Technology Resource Uplift Project. In contrast, NRAR’s priorities for the use of its
intelligence functions and capabilities have not had a similar level of strategic planning. NRAR has
advised that it intends to develop a strategy for the use of intelligence data, including to guide the
prioritisation of resources to meet service demand across the organisation.
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In 2023-24, NRAR commissioned a new case management system, but its full benefits are yet to
be realised

NRAR’s 2018 establishment plan included key activities to enhance existing IT systems for water
compliance and enforcement, and to build new ones for future capability. These activities were
planned to be delivered between January 2018 and June 2020. NRAR developed a business case for
this work in 2022 and started delivery in 2023-24.

In December 2023, NRAR commissioned a new case management system to replace its legacy
system. This was funded through an extreme budget risk proposal submitted to NSW Treasury.
Because the funds were only available for expenditure in 2023-24, the new system needed to be
implemented quickly. To date, the total cost of this system is around $5 million, including around

$2 million from NSW Treasury and around $3 million from NRAR’s existing operating budget. This is
22% higher than the original anticipated cost of $4 million when the business case was developed in
2022.

The system has been implemented in stages, starting with NRAR investigations staff in August 2024,
and the rest of the organisation in February 2025. NRAR delivered a clear plan for migrating and
archiving relevant legacy data, and the legacy system was decommissioned in June 2025. Key
anticipated benefits of the new system include business continuity, efficiency gains from improved
data handling practices, improved effectiveness of data entry through automation and improved chain
of custody for data management. Some benefits have already been delivered, including a wider uptake
across business units.

Given the early stage of post-implementation, it is not yet clear whether the new system will deliver all
the intended benefits. For example, the new system aims to improve data management practices by
making fields mandatory and introducing validation of fields to reduce the use of free text. However,
these requirements are not yet operational. NRAR advised that work is ongoing to ensure the system is
fully fit for purpose. In March 2026, NRAR endorsed a project to deliver this work as part of a broader
initiative to improve NRAR’s performance reporting capabilities (described above). NRAR aims to
deliver this project by June 2027 at an estimated additional cost of around $2.3 million.

New information management systems commonly require an adjustment period for staff, and some
challenges are to be expected. One issue raised by staff was their inability to review other cases during
an investigation to understand actions and decisions on past and precedent matters. This
functionality would be important to support consistent approaches to decision making between staff.
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7. NRAR’s regulatory decision making

7.1. Policies and guidelines to support regulatory decisions

Well-designed regulatory policies, guidelines and related materials help to ensure that regulators
make decisions in a consistent and predictable manner that aligns with the law being enforced. By
effectively communicating its regulatory policies, a regulator can:

. promote transparency about how it performs its role
. foster confidence it will make appropriate regulatory decisions
. help regulated entities and other stakeholders understand the factors that are taken into

account in regulatory decision making.

NRAR has a comprehensive framework of compliance and enforcement policies to support its
regulatory decision making and activities

The Natural Resources Access Regulator’s (NRAR) suite of regulatory policies was developed and
endorsed by the NRAR Board shortly after the regulator’s establishment, as key projects under the
NRAR 2018 Establishment Plan. NRAR has been proactive in reviewing its policies and procedures,
including its approach to prosecution and drawing on its regulatory experience to inform regulatory
reform through the Department of Climate Change, Energy, the Environment and Water (DCCEEW), as
the responsible policy department. In 2025, in anticipation of new enforcement powers under the
(now enacted) Water Management Legislation Amendment (Stronger Enforcement and Penalties) Bill
2025, NRAR developed a revised Regulatory Policy.

The principal document is NRAR’s Regulatory Policy 2021 (revised in 2025), which sets out the
regulator’s high-level approach to delivering its regulatory functions. The policy informs NRAR’s mix of
enforcement and education activities, and its approach to reactive compliance (in response to
complaints) and proactive compliance (including intelligence-driven campaigns and community
outreach). The Regulatory Policy was developed to satisfy the NSW Government’s 2014 Quality
Regulatory Services Initiative, which established the key expectation for NSW regulators that they
promote a risk-based approach to compliance and enforcement, as well as requiring a greater focus
on regulatory outcomes.

NRAR’s 2021 regulatory policy included 9 regulatory principles that were intended to guide how it
performs its functions, exercises its powers and engages with the NSW community. This policy was
revised in 2025, but the regulatory principles were retained. These principles are:

. committing to regulatory best practice

. taking a risk-based and strategic approach to regulation and decision making

. taking an outcomes-focused approach to regulation

. accepting accountability

. providing transparency

. actingin a timely way

. balancing the need for consistency with the need for flexibility

. demonstrating proportionality and exercising discretion in regulatory decision making
. acting within the law.
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NRAR’s regulatory policy is generally consistent with a sample drawn from other regulators,
except that it omits a principle on collaboration with stakeholders

We compared NRAR’s 9 regulatory principles against a sample of regulatory policies published by 18
other regulators in Australia, including 11 that are responsible for environmental or natural resources
regulation. The principles adopted by NRAR are generally consistent with those that were
benchmarked. The primary difference is that NRAR’s principles do not explicitly mention the role of
effective stakeholder engagement and collaboration in the delivery of its regulatory functions.

How closely NRAR’s policies align with other regulators is a matter for the agency and there may be
reasons why collaboration with stakeholders is not an explicit regulatory principle. The audit notes
that NRAR maintains a publicly available stakeholder engagement strategy that was developed in 2021
and which is required to be reviewed at ‘periodic intervals’.

NRAR does not have clear guidelines for when it conducts targeted engagement with
stakeholders

Engagement with stakeholders has been a vexed issue in water regulation in NSW. The Matthews
investigation report highlighted the reputational and other risks that emerged due to the previous
regulator and policy maker being seen to provide privileged access to information to certain groups,
thereby giving them an advantage over other types of water users. This matter was dealt with
extensively by the 2020 Independent Commission Against Corruption investigation into matters raised
by the Matthews investigation. This report found that there had been a ‘... lack of transparency,
balance and fairness’ in how the previous regulator had engaged with stakeholders.

This audit notes that in 2025, NRAR briefed or consulted with a targeted group of stakeholders in
developing its guidelines to accompany the introduction of new regulatory powers following the
enactment of the Water Management Legislation Amendment (Stronger Enforcement and Penalties)
Act 2025. NRAR’s engagement was limited to those stakeholders most likely to be directly affected by
the legislative amendment and in turn by the guidelines. The audit does not have evidence that this
targeted approach to consultation was inappropriate in these circumstances. Moreover, it is unlikely
to be either efficient or necessary for a regulator to conduct broad-based public consultation about
every regulatory policy or operational consideration. This approach is consistent with the NSW
Government’s Guide to Better Regulation, which states that an approach to consultation should be
commensurate with the size of the problem being addressed and the significance of its impacts.

However, given the sensitivity of this issue in recent history, it would seem prudent for NRAR to
address, at a minimum, the reputational risk from how such targeted consultations or engagements
could be perceived. This includes being transparent in advance about the types of circumstances
under which it may choose to conduct public versus targeted consultation. For example, the Natural
Resources Commission publishes a policy on public consultation that sets out when broad-based
versus targeted consultation will occur, as well as who may approve the latter.

NRAR communicates its approach to regulation in a consistent manner, with messaging that
both encourages voluntary compliance and cautions against non-compliance

NRAR has publicly communicated a regulatory position that identifies itself as a risk-based regulator.
It has explained the factors it considers in making enforcement decisions and has also communicated
a preference to, wherever possible, assist water users to achieve voluntary compliance through
education and awareness activities. It has also communicated clearly that it is willing to take
enforcement action where warranted, including where a breach is serious or where aggravating
factors apply, such as where a breach is associated with a poor compliance history.

NRAR'’s stated preference to support voluntary compliance highlights the importance of clearly
defined accountabilities for education and engagement (discussed in section 4.2). Furthermore, some
stakeholders suggested to the audit that NRAR’s public communications were not always consistent
with its stated regulatory posture, in that its media engagements could be excessively punitive or
adversarial toward water users in specific regions. It was suggested that this approach, sometimes
characterised as ‘name and shame’, could undermine community trust and the social licence of some
water users to take water.
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The audit reviewed 111 news announcements posted to NRAR’s website between November 2021
and January 2026. It found that NRAR’s media releases focused on:

. NRAR’s performance and priorities

. outcomes of enforcement actions, particularly publicly available court judgements for
prosecutions of serious offences

. material promoting awareness of water law, including NRAR’s role as regulator

. the terms of enforceable undertakings (EUs) that NRAR had approved

. upcoming compliance campaigns in specific regions.

The audit did not find that NRAR has routinely used media releases to draw attention to poor
compliance outcomes in specific water regions. Even when announcing forthcoming campaigns,
which reflected around 20% of all NRAR media announcements, the content of the announcements
frequently included messaging that the campaign aimed to help water users achieve voluntary
compliance.

NRAR has demonstrated a commitment to continuous improvement as a regulator

Since 2019, NRAR has conducted 5 assessments of its regulatory maturity using the Modern Regulator
Improvement Tool (MRIT), a self-assessment tool that allows a regulator to identify its strengths and
areas for improvement against 12 attributes of a modern regulator. The MRIT was developed by the
Australasian Environmental Law Enforcement and Regulators neTwork (AELERT) for use across
Australasia. In 2024, NRAR self-assessed its regulatory philosophy and approach as ‘well
established’. This assessment was validated by an external reviewer.

The 2024 assessment identified areas for future focus, including continuing to ensure alignment of
NRAR’s regulatory philosophy with its activities and decisions. Other target areas for improvement
included strengthening NRAR’s processes for core planning (including regulatory priorities and
corporate planning), improving its data collection for outcomes-based measurement, strengthening
governance and oversight, and refining its resource allocation.

In addition to conducting assessments using the MRIT, NRAR has undertaken other review activities
aimed at improving how it delivers its functions. These include the 2021 review of its approach to
prosecutions and a 2022 review of its triage process.

7.2. Implementing regulatory policies and guidelines

NRAR s still developing robust processes to support consistency in decision making and to
quality assure compliance and enforcement decisions

Consistency and predictability in regulatory decision making is fundamental to good regulatory
practice. Matters of similar materiality and causing similar harm should lead to consistent regulatory
consequences, regardless of who the individual decision maker is or when a decision is made. This is
recognised in NRAR’s regulatory policy, which sets out the following 4 factors that are considered
when determining what action will be taken in response to non-compliance:

. level of harm

. level of public interest

. the offender’s level of culpability

. the offender’s attitude to compliance.

The policy explains that the ‘... greater the impact on any or all factors, the more significant the
response and enforcement action will be’.
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Consistency in regulatory outcomes means that similar cases lead to similar enforcement actions. In
applying NRAR’s regulatory policy, where matters involve similar levels of harm and public interest,
and where the offenders show similar levels of culpability and similar attitudes to compliance,
decision makers should reach consistent outcomes, even if they are not identical. Assessing
consistency requires reliable data on how decisions were made.

NRAR’s investigations are performed by teams based in 3 regions: the North West (essentially, the
Northern Basin), the South West (Southern Basin) and the North East (effectively the whole NSW
coast). There is little routine interaction or engagement between these teams, in part because of the
large geographic distances between them. The NSW Ombudsman reported after its 2018 investigation
into water compliance and enforcement that NRAR had indicated it would hold workshops on lessons
learned from investigations, but the audit did not see evidence that this is a usual practice.

The Ombudsman also made 2 relevant formal recommendations to NRAR:

. that it should implement a peer review process for continuous improvement so that learning
from cases, such as the case studies discussed in the Ombudsman’s report, can be used to
educate and train staff

. that NRAR introduces quality assurance processes to ensure that there is an appropriate level
of consistency in decision making among different areas across the state.

As outlined above, NRAR policies require that the same factors are applied to determine the
appropriate response to non-compliance, including the seriousness and impact of the non-
compliance, the water user’s culpability and attitude to compliance, and the public interest. However,
NRAR has not established robust processes to support staff in making consistent decisions, or to
ensure that these factors are interpreted consistently by staff making enforcement decisions. This
creates the risk that comparable matters will be assessed differently either geographically or over
time. While more serious matters that may proceed to prosecution are afforded the additional scrutiny
of being referred to a single Enforcement Committee, there is limited assurance that teams are
making consistent decisions for investigations of similar consequence below this threshold.

Case reviews by senior investigators and managers within each team are the primary method by which
NRAR reviews and assures decisions. Consequently, a great deal depends on a relatively small
number of managers, working in isolation, who endorse (or not) the recommendations of their
investigators.

In 2025, NRAR started developing an enforcement matrix to help provide a ‘structured decision-
support tool that links investigative findings and legal obligations to proportionate, transparent, and
justifiable enforcement actions’.

In 2022, NRAR developed a new process for the triage of suspicious activity reports when they are first
received. However, this process also lacks quality assurance of decisions, particularly those assessed
at triage as not requiring further action.

Enforcement outcomes data suggests that investigations are resolved consistently across
regions

While there was some variation between the 3 different regions of NSW, the overall mix of
enforcement actions was consistent across 7 years (2018-19 to 2024-25) of NRAR data. In all regions,
the most common enforcement action was an advisory letter, with official cautions used relatively
infrequently.

While the overall pattern of tools was consistent, the data did reveal variations in the application of
specific regulatory tools between regions. For example:

. penalty notices were less likely to be issued for matters in the Northern Basin (10% of all
enforcement actions were penalties), compared to the Southern Basin (18%) or the Coast (17%)

. official cautions (an alternative to imposing a fine) were around twice as likely to be issued for
matters investigated in the Southern Basin (10% of all enforcement actions), than the Northern
Basin (6%) or the Coast (4%).
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This suggests that while there is variation across regions, the differences do not appear to be material.
The significant caveat for using this data is that it has not been standardised for the different mix of
matters that may occur in each region. For example, the type of matters that occur in the unregulated
river systems of the Northern Basin may be qualitatively different to those in the other 2 regions and
may relate to different elements of water law, which in turn may invoke different penalties. The data
may also be affected by decisions made by NRAR to run proactive enforcement campaigns in specific
parts of the state, which again may affect the choice of enforcement outcomes by focusing on specific
types of non-compliance. Finally, the staged roll-out of some reforms, particularly non-urban water
metering, may have impacted the incidence of hon-compliance between regions.

This audit also explored whether the reporting of all offences at the aggregate level created the risk of
potentially masking material variations in how specific types of offences are resolved. This was done
by focusing on specific provisions relating to unlawful water take. Of all breaches determined by NRAR
up to August 2025, around 1,250 related to unlawful water take. For these types of offences, penalty
notices and official cautions —which are issued as alternatives to penalties in prescribed
circumstances —were much more likely to be the regulatory outcome in the Southern Basin (54%
combined), compared to the Northern Basin (33%) or the Coast (28%).

Further ongoing analysis by NRAR is required to monitor potential variation in regulatory outcomes
across regions and over time, including consideration of any contextual factors that may explain
apparent differences in outcomes. This would include reviewing whether the prescribed decision-
making factors, when similarly assessed, result in generally consistent enforcement actions. This
analysis would depend on high-quality investigation decision-making reports that clearly set out how
decision-making factors have been assessed across investigations.

NRAR’s data has been inadequate for analysis and reporting on the timeliness of its investigation
process

The NRAR regulatory policy says that:

To maximise deterrence and minimise disruption, our activities and
enforcement actions are conducted in a timely way. What is considered timely
will depend on the complexity of the matter and the proposed enforcement
action. This also helps provide certainty to the community and maintain the
principle of fairness to those involved.

The Minister also expects that NRAR’s enforcement actions are performed in a timely way.

Data was not available, was not comparable over time or was of insufficient quality to make findings
about the timeliness of NRAR investigations. This includes:

. the time taken to triage a suspicious activity report when first received by NRAR
. the time taken for an endorsed decision to be made
. the time taken to notify the regulated party about the outcome of their matter.

These quality issues reflect poor record keeping and ineffective controls on how data is entered. As
discussed in section 6.3, NRAR has started a project to improve its performance measuring and
reporting. In March 2026, NRAR advised that it had updated its internal performance indicator
dashboards to report on triage time for externally reported matters, as well as the time taken to
complete investigations following triage. It has not addressed the time taken to inform affected parties
of the outcome of an investigation. The NSW Ombudsman has previously highlighted the importance
of agencies communicating their decisions to affected parties in a timely way.

In addition, the introduction of a new data management system in 2025 was expected to impose more
consistent data entry rules, though this has not yet been implemented.
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NRAR recognises the importance of proportionality in regulatory decisions, but further
clarification is needed about how proportionality is achieved

One of the regulatory principles that is set out in NRAR’s Regulatory Policy is:

Regulatory action is taken proportionately to the circumstances of the breach.
When required, stronger enforcement action is used. Acting in the public
interest, we strive to achieve fairness in our regulatory outcomes.

Some stakeholders submitted a view to this audit that NRAR does not always exercise proportionality
in its enforcement decision making.

The audit assessed the processes and guidance that are in place to support proportionality in decision
making, based on the advice given in NRAR’s investigations manual and the use of NRAR’s
investigation decision-making reporting template. The current NRAR investigations manual was
released in 2023 and is the second version of the original document from 2019. The manual outlines
the procedures to be followed by NRAR investigators when investigating alleged breaches of water
laws. The document includes both requirements that must be followed and guidance to support
investigations.

The manual explains the concept of proportionality with reference to the NRAR Regulatory Policy and
the following 4 factors that influence compliance decisions: the degree of harm, public interest,
culpability and attitude to compliance. NRAR’s investigation decision-making template also
prescribes a larger number of around 12 decision-making factors that may be taken into account when
determining the outcome of an investigation, with additional factors taken into account for potential
prosecutions.

As discussed below, the audit assessed how proportionality is applied to 2 forms of enforcement
action at different ends of the continuum of seriousness. These enforcement actions were advisory
letters for less serious matters and formal directions for matters that were more serious.

The NRAR investigations manual does not explain when follow-up action is proportionate after no
offence has occurred

Advisory letters are the most common outcome of NRAR investigations. In general, an advisory
letter is a light touch enforcement action aimed at encouraging voluntary compliance through
education and awareness, including in circumstances where no breach has been found.

The investigations manual sets out prerequisites for issuing an advisory letter. These are either that no
breach of water laws has occurred, or any breach is minor and there is no associated harm or
impact.

According to the manual, an advisory letter may be appropriate when:

. there is a suspected breach but there is insufficient available evidence to prove an offence

. based on the findings of the investigation, there is a potential risk of further offences being
committed

. no offence has occurred (i.e. the activity was found to be lawful) but a record that the individual

has been notified of the relevant legislative requirements is required

. itis considered beneficial to provide advice to educate the person.

From a sample of completed investigation reports, the audit found that the decision to issue an
advisory letter can be accompanied by a decision to schedule future follow-up audit activity,
usually within a period of a few months. The investigation manual does not provide guidance on
the circumstances that may justify a follow-up audit. That is, given the very low non-compliance
threshold that can trigger an advisory letter, it is unclear in what circumstances a follow-up audit
might be perceived as being unreasonably intrusive and disproportionate. This ambiguity could
lead to the risk that NRAR is perceived as exercising a regulatory tool against someone who has
already been found to have not breached water law.
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The guidance for issuing a mandatory direction acknowledges its potential regulatory burden,
but this is not explicitly considered when this enforcement action is decided

NRAR has the power to issue mandatory directions to individuals for a range of matters, including to:

. stop an unlawful activity or to carry it out in a specified manner

. remove or modify unlawful water management works

. install metering equipment

. protect a water source or waterfront land

. carry out other actions with the aim of appropriately managing water resources.

NRAR’s investigation manual notes:

Complyingwith adirection mayresultin considerable costtotherecipient
andthereneedsto be areasonable basis for issuing the direction.

Given the potential regulatory burden on water users, NRAR’s operational policy has established the
general expectation that directions are only issued if the activity subject of the direction has resulted
in, among other things, more than minimal harm to the environment or to public health and safety. The
investigation manual notes that ‘minimal harm’ is not defined in any legislative source. The manual
itself does not provide advice on interpretation other than referencing other internal NRAR resources
that may exist from time to time, or by seeking advice from ‘NRAR staff with suitable knowledge’.

From 2023-25, the audit reviewed a sample of 60 completed investigation decision-making reports
(IDMRs) where the enforcement action included issuing a mandatory direction. This review focused on
whether these IDMRs collectively demonstrated alignment with the investigation manual and
operational policy. The review did not assess the merits of individual investigation decisions.

There was little evidence in the IDMRs that the regulatory burden of issuing a direction was explicitly
considered. In addition, neither the investigation manual nor the report template invite this
assessment. For example, the audit did not find that any IDMRs included reference to the regulatory
burden on the water user — including the time or cost — of imposing a direction. While this may have
been implicitly considered by decision makers, it was not documented as part of the process.

A sample of investigation decision-making reports found incomplete or inconsistent application
of decision-making factors

In the IDMRs, the audit team assessed how investigators addressed a range of discretionary factors
that are considered in NRAR enforcement decisions. These discretionary factors are built into the
IDMR template and include:

. the seriousness of the breach and its potential impact
. any mitigating or aggravating factors
. the suspect’s culpability, attitude to compliance and previous compliance history.

The assessment revealed that investigators did not often record the factors they had considered in
making an enforcement decision or how those factors had formed the rationale for their
recommended action. For example, of the 60 cases where directions were issued:

. only 13 were recorded as being assessed by the investigator as highly serious, with only 1 of
those also recorded as being assessed as high impact

. many did not have assessments recorded against multiple decision-making factors, including 8
that had no assessment of seriousness, 12 with no assessment of impact and 10 with no
assessment of culpability.

The IDMRs also suggested different interpretations of how the factors were interpreted.
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Similarly, the audit examined a sample of completed IDMRs where official cautions had been issued.
The investigations manual explains that an ‘... official caution is a form of warning letter that applies
when a penalty notice would normally have been issued for an alleged offence’. Importantly, a
prerequisite for issuing an official caution is that one of the prescribed circumstances from the
Attorney-General’s Caution Guidelines under the Fines Act 1996 applies. The manual specifies that
the investigator:

... mustinclude in the IDMR the reason from the Attorney General’s guidelines
for recommending that an official caution be issued instead of a [penalty
notice].

Of the 25 completed IDMRs sampled from the last 3 full financial years where an official caution had
been an outcome, most did not reference the Attorney-General’s guidelines either specifically or
generally. Only 11 reports provided a reason that could be inferred as having been drawn from the
guidelines, but only 2 of these specifically referenced the guidelines. The sample included 8 cases of
local councils being issued official cautions, 5 of which did not include any justification for the use of
an official caution.

NRAR has a sound framework for progressing prosecutions and has worked with DCCEEW to
progress legislative amendments addressing issues identified from prosecution experience

Short of cancelling a water access licence, prosecutions are the most serious enforcement action
available to NRAR. From 2018 to March 2026, NRAR started 48 prosecutions, leading to 130
convictions. Data on the number of unsuccessful prosecutions is not readily available, but in the first
years of its establishment, NRAR published media statements when some prosecutions were
unsuccessful.

NRAR’s approach to prosecutions is governed by its Prosecution Guidelines document, which is
published on its website. These guidelines were first approved in February 2018 and were prepared
under NRAR'’s establishment plan as part of its policy architecture. Amendments to the guidelines
were made most recently in January 2026.

Compared to good practice, the guidelines set out a high governance threshold for progressing a
matter to prosecution, whereby a potential prosecution is subject to:

. review by NRAR’s Enforcement Committee
. review by the NRAR Board
. legal advice on whether there are reasonable prospects of prosecution.

These measures are designed to reduce the risk of unsuccessful prosecutions.

In 2021, at the Board’s request, the guidelines and NRAR’s general approach to prosecutions were
internally reviewed. This included benchmarking the guidelines against good practice and assessing
whether NRAR’s prosecution practice was aligned with its own guidelines. The review was seen as a
quality assurance process supporting continuous improvement at a time when ... NRAR is moving
from prosecuting legacy matters to managing and resourcing the full investigation and enforcement
process itself’.

The review proposed a number of recommendations, endorsed by the NRAR Board, to drive
continuous improvement in prosecution practice. This initial review was followed with:

. an implementation review in August 2021
. an effectiveness review in April 2022
. afinal review and closure report in April 2023.

While it was beyond the scope of this audit to conduct a detailed review of NRAR’s prosecution
practice, the review and follow-up process described above provides evidence of NRAR’s
commitment to continuous improvement in this critical area.
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In 2025, NRAR worked with DCCEEW to lead the development of amendments to the Water
Management Act 2000 (Water Management Act) introduced through the Water Management
Legislation Amendment (Stronger Enforcement and Penalties) Act 2025 (amendment Act). This
amendment Act included a range of reforms relating to water management and regulation. Most
significant of these was the introduction of civil penalties as an alternative to criminal prosecutions for
breaches of water law.

This amendment was in response to a number of prosecutions where NRAR had been unable to satisfy
the criminal standard of ‘beyond reasonable doubt’. The amendment makes it easier for NRAR to
prosecute breaches as it is only required to meet the civil standard of ‘balance of probabilities’. The
amendments also include much higher fines of up to $5 million for individuals and $10 million for
companies, or 5 times the value of the water taken unlawfully.

The audit discussed earlier the approach taken by DCCEEW and NRAR to engaging stakeholders on
these significant reforms. There was both strong support and opposition from different stakeholder
groups, as well as the attestation provisions included in the amendment Act.

NRAR has governance for considering enforceable undertakings, though it has not consistently
published copies of agreements or information about their progress

An alternative mechanism for potentially serious breaches is NRAR’s ability to enter into legally
binding enforceable undertakings (EU) with alleged offenders. An EU is a more serious regulatory
response than issuing a penalty notice and may be considered as an alternative to prosecution in
appropriate circumstances. This includes where restorative justice is potentially more flexible and
valuable than a financial penalty. Enforceable undertakings are also high-profile regulatory actions,
comprising around 14% of all media announcements posted on NRAR’s website since 2021.

Enforceable undertakings are entered into voluntarily by the alleged offender. However, once agreed,
they can be enforced through the courts.

Since December 2023, NRAR has developed and published Enforceable Undertaking Guidelines that
set out the purpose for such agreements, factors that will be considered in deciding to accept an
enforceable undertaking, and possible terms of enforceable undertakings. The guidelines set out a
process whereby NRAR's Enforcement Committee reviews proposed EUs and provides advice to the
Chief Regulatory Officer or delegated NRAR officer before any formal decision is made to accept or
reject an EU. NRAR’s guidelines are consistent with a sample of equivalent documents published by a
selection of 12 regulators reviewed by this audit. All existing 11 enforceable undertakings were
approved before December 2023, so the guidelines had not yet been applied at the time of this audit.

Among other things, the guidelines state that enforceable undertakings are a matter of public record
and details of all EUs that have been accepted will be published to NRAR’s public register.

Up until March 2026, NRAR had not published the full details of the 11 approved enforceable
undertakings. While it has published media releases and short case studies, this information does not
include details such as implementation timeframes or arrangements for monitoring and reporting
whether the other party had complied with undertakings. We found that a majority of the sampled
regulators published enforceable undertakings in their entirety. NRAR advised that it had historically
published enforceable undertakings, though this website function had been disabled during a
previous website update. Since late March 2026, NRAR has restored this reporting.

An essential part of ensuring that enforceable undertakings are credible and effective is their post-
implementation monitoring. Enforceable undertakings are only a useful regulatory tool if the regulator
ensures that their terms are met. NRAR described a process whereby follow-up actions to monitor
enforceable undertaking were recorded as entries in its complaints management systems. In the
absence of progress reports being available on the NRAR website, the audit sought evidence about the
status of progress for each enforceable undertaking.

Five of the enforceable undertakings have been fully met. Progress in satisfying the undertakings made
in the 11 agreements is summarised in Exhibit 11.
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Exhibit 11: Progress with completing enforceable undertakings

Enforceable undertaking

Published milestone date for key
actions

NRAR’s assessment of progress
in satisfying undertakings

Nimbus4 (September 2019,
amended August 2021)
PGH Bricks and Pavers (June 2020)

Pegala (July 2021)

Maules Creek (August 2021)

Leppington Pastoral (January 22)

Overdrawn account at Carrathool
(April 2022)

Pian Jabiru (June 2022)

Lachlan Valley Farms (June 2022)

Boggabri Coal

Dendrobium (June 2023)

Tahmoor (July 2023)

Due by 29 March 2021, amended
to 25 March 2022

No implementation dates
published

Due by 1 October 2021

Various implementation dates in
2021 and 2022

No implementation dates
published

No implementation dates
published

New water supply equipment due
by the end of 2022

No implementation dates
published

No implementation dates
published

No implementation dates
published

Final progress report due July 2025

Completed (late 2021)

Completed (July 2021)

Completed August 2022, though
no final report provided by the
proponent

Completed (June 2023)

Partially completed, with some
items ongoing including full
riparian restoration along South
Creek, Camden

Partially completed pending
review of whether 2 outstanding
undertakings are enforceable

Completed (March 2023)

Completed (March 2023)

All undertakings completed except
for 2 measuring and reporting
undertakings that are ongoing until
2027

All undertakings completed except
for ongoing undertakings related to
a community project linked to
waterway or wetlands restoration

Ongoing, particularly with
reference to improved monitoring
and report, and actions linked to
water source remediation

Source: Audit Office of NSW analysis of information provided by NRAR.

NRAR has conducted a reinspection project to assess recidivism

As discussed earlier, in making an investigation decision, NRAR may schedule a follow-up audit or a
reinspection activity to confirm the future status of a matter. This includes verifying that a direction
has been complied with or acommitment in a less serious matter has been met, such as where a
water user commits to a credible short-term pathway to compliance.

In its 2018 investigation report, the NSW Ombudsman recommended that NRAR review its practice of
closing cases and develop and implement a policy to ensure that cases are not closed when there are
outstanding actions or necessary follow-up.

In 2024-25, NRAR conducted a Compliance Reinspection Project to systematically assess whether
entities that had previously been subject to enforcement action had subsequently become compliant
with applicable water laws. The project intended to evaluate recidivism rates among those previously
subject to enforcement actions more serious than advice letters. Between March 2021

and March 2024, the project assessed 564 enforcement actions across 335 cases.
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The project found relatively low rates of recidivism: only 5% of entities investigated were found to be
non-compliant with an obligation. However, the project noted that this figure should be taken with
caution, as a large proportion (48%) of entities in the target population were excluded from the project
because they were under active management by other NRAR work teams.

The lessons learned from this project include that:

Itis important that whenever a request is made to a water user that a certain
action be undertaken, whether through a Direction or another tool, that an
audit is generated and follow up occurs in a timely manner.

This audit also analysed the extent to which NRAR routinely follows up on audit and reinspection tasks
as part of its business as usual. The audit extracted a sample of 25 investigation decision-making
reports that included decisions that follow-up action was required. NRAR provided evidence that
these actions had been followed up.

7.3. Regulatory priorities and projects

NRAR has established regulatory priorities that have been effectively communicated

NRAR’s Board has endorsed regulatory priorities annually since its establishment in 2018. Regulatory
priorities play a fundamental role in driving NRAR’s compliance efforts and in setting a public tone for
its areas of focus. NRAR has adopted a stance that explicitly elevates matters relating to regulatory
priorities in its resourcing and decision making, in terms of triaging prospective matters and
conducting investigations, as well as in the delivery of targeted projects.

NRAR publishes regulatory policies and priorities on its website and has used stakeholder and media
channels to foster awareness of its approach among regulated entities. For example, during the
implementation of metering reform, when it became apparent that water users were facing barriers to
achieving compliance, NRAR was proactive in communicating its approach to enforcing compliance.
During this period, the regulator adopted and communicated an approach to enforce compliance with
the metering obligations, though it would also consider when water users had faced external barriers
to compliance.

NRAR'’s earlier regulatory priorities were based on tactical and operational insights, but in 2025,
it adopted a new data-led process to identify its priorities

Since 2018, NRAR has had a risk-based approach to identifying its regulatory priorities. In 2021, NRAR
introduced a new approach to defining these priorities, including identifying ‘annual priorities’ and
‘enduring priorities’. These priorities were developed through a more consultative approach driven by
tactical and operationalintelligence, but the decision-making process for selecting these priorities
was not clearly documented. NRAR’s 2024 MRIT assessment found that this created the risk that
NRAR resources could be deployed to a regulatory priority without understanding the problem. NRAR
continued this approach to developing its priorities in subsequent years, with revised or new annual
priorities selected each year between 2022 and 2024. NRAR’s enduring priorities have remained
broadly unchanged since 2021 and are reflected in the 2024-25 Regulatory Priorities.

In 2024, NRAR conducted a self-assessment that identified the lack of an established decision-making
process for selecting regulatory priorities. As a result, in early 2025, the NRAR Board approved a new
approach to developing and identifying NRAR’s regulatory priorities for 2025-26. This approach
included developing a regulatory risk register informed by data intelligence, and establishing
prioritisation and selection criteria for regulatory priorities. The new approach also intends to allow
more flexible timing depending on the complexity of the regulatory priority project.

NRAR’s success in meeting its regulatory priorities since 2018 has not been clearly reported. NRAR
has published reports on its regulatory campaigns for 2023-25, but it has not consistently conducted
evaluations or reported on all priority programs. For example, NRAR has had a regulatory priority to
focus on compliance with metering reform requirements in every year since 2018. However,
compliance with metering requirements remains low, with significant implementation barriers
identified in a 2024 review that led to the policy requirements being substantially revised.
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In 2021 and 2023, priorities relating to floodplain harvesting, and mining and extractive industries,
were selected. In 2023, these priorities were removed due to challenges delivering the anticipated
programs. The regulatory priority on water use in mining is discussed in Exhibit 12.

NRAR was slow to implement substantive actions to deliver against an enduring priority introduced in
2021 for Aboriginal cultural and spiritual water. This was until at least mid-2023, by which time an
internal Aboriginal Support Network for NRAR staff had been established. A detailed project plan for
work under this priority was not finalised until 2025, when it was endorsed by the NRAR Board

in May of that year.

Exhibit 12: Regulatory priority on water use in mining

In certain parts of NSW, the mining industry uses large volumes of water and the use of water in mining has
been the source of community concern. Four of the 11 enforceable undertakings approved by NRAR have
involved mining operations.

The regulation of water take in mining is complex and is the result of an interplay between the Water Act
1912, the Water Management Act, the Environmental Planning and Assessment Act 1979, and supporting
regulations and policies. Obligations on mines can also vary depending on whether they were approved
under the NSW Government’s State Significant Development mechanism.

Mine sites can have complex water transfer and storage infrastructure, which creates complexities in
measuring water take. Water that is pumped directly from a water source can be relatively simple to
measure. In contrast, ‘incidental’ water take can be more complex, such as when surface water flows into
the ground through cracks created by subsidence. Water use can be based on estimates that use complex
and potentially contested modelling, assumptions and legal interpretations.

In response to these challenges, in 2019, NRAR established water use in mining as an annual regulatory
priority, with NRAR determining a need to address compliance issues for some legacy mining projects that
failed to consider incidental water take in licences issued.

In 2022, the scope of the priority was broadened to mining and related extractive industries, such as
quarries and sand mines. NRAR noted that it had identified inconsistencies in how water take is measured
and reported in these industries and stated that:

Accurate measurement, accounting and reporting of this water take is important
to ensure transparent and fair access to water for all water users and the
environment.

It was intended that this regulatory priority would lead to a standardised reporting framework to address
these deficiencies in measurement and reporting.

A discovery report was completed in June 2023 to establish the scope of the problem. This report found
that it was:

... difficult, complex and time consuming for NRAR to ascertain the amount of
water take by mining and extractive industries and assess compliance with
legislative and policy frameworks, including extraction limits.

This difficulty arose for a number of reasons, including the lack of guidance on acceptable methods to
estimate the volume of water take that cannot be metered, particularly incidental take.

The report also found substantial challenges in correlating water access licences and work approvals with
mining sites, with not all operations being linked to a licence or approval. It was also found that water
access licences could not always be linked to a meter.

The NRAR Board asked that a refined version of this report be published and socialised with relevant
stakeholders, though itis unclear if this has occurred. A June 2023 Board paper noted that ‘... further
evaluation of the options to address these constraints is required before continuing the mining and
extractives as a regulatory priority’.

This regulatory priority was subsequently ‘deprioritised’ in the regulatory priorities from 2023.

Source: Audit Office of NSW analysis of information provided by NRAR.
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NRAR follows a structured approach to project management

NRAR ensures project governance through the Project Oversight Group (POG), a governance body for
the approval and monitoring of its strategic projects. POG follows the internally developed Project
Reporting Framework for its approval and monitoring process, which consists of distinct gateways to
ensure projects are on track and meeting their objectives. The Audit Office reviewed a sample of
significant projects and found that the framework had been adequately followed.
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Appendix 1 — Responses from entities

Response from the Department of Climate Change, Energy, the
Environment and Water

GOVERNMENT

Department of Climate Change, Energy, the Environment and Water

Your ref: M0113-1269003328-6737
Our ref: ED26/59

Mr Bola Oyetunji
Auditor General for New South Wales
New South Wales Audit Office

By email: mail@audit.nsw.gov.au

Dear Mr Oyetuniji

Subject: Performance audit of water management and regulation

Thank you for the opportunity to consider and respond to your performance audit of water
management and regulation. | appreciate the significant work and effort by your audit team who
have worked collaboratively with the Department of Climate Change, Energy, the Environment and
Water (DCCEEW) as part of the performance audit process.

| welcome the report’s findings and recommendations which will contribute to the continuous
improvement of DCCEEW'’s performance and that of the wider water sector.

DCCEEW accepts in full the recommendations from the report. Enclosed is a copy of the
DCCEEW Water Group response to recommendations 1 and 2. | understand Grant Barnes, Chief
Regulatory Officer for the Natural Resources Access Regulator (NRAR) is writing to you with
confirmation that recommendations 3 and 4, which fall within NRAR’s responsibility, are also
accepted.

If iou have ani further iuestions about this issuel ilease contact—

Yours sincerely
T

Kim Curtain
Acting Secretary

10 June 2026

cc:  The Hon Rose Jackson MLC
The Hon Penny Sharpe MLC

4 Parramatta Square | 12 Darcy Street Parramatta NSW 2150 | Locked Bag 5022 Parramatta NSW 2124 | dcceew.nsw.gov.au
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DCCEEW (Water Group) responses to recommendations from the
Performance audit of water management and regulation

Recommendation

Response to recommendation

By June 2027, the Department of Climate
Change, Energy, the Environment and Water,
WaterNSW and the Natural Resources Access
Regulator should:

Resolve the data and system issues that are
impeding the delivery of compliance and
enforcement activities, including by:

a) exploring funding options and
commencing implementation of priority
collaborative initiatives

b) ensuring data-related dependencies in
new policies and programs are captured
within existing data governance
mechanisms

c) finalising relevant governance schedules
including the ICT Service Schedule.

Agreed.

DCCEEW (Water Group), WaterNSW and
NRAR are working together to deliver these
outcomes, with actions underway.

As part of the 2025 IPART price determination
the Water Sector requested $47.7m in funding
and received $43.7m.

Considering the funding received, a governance
framework has been established to implement
the roadmap. A unified prioritisation framework
that guides the sequencing and investment
decisions across the four programs of the
roadmap has been implemented and delivery of
the program has commenced.

By June 2027, the Department of Climate
Change, Energy, the Environment and Water
should:

In collaboration with WaterNSW and NRAR,
conduct and publish a review of the post-2017
reform agenda, including to:

a) evaluate the cumulative environmental, social
and economic impacts and outcomes

b) assess whether the objective of the Water
Reform Action Plan has been achieved, and

the extent to which it has contributed to the object
of the Water Management Act 2000.

c) identify lessons learned from the reform
process to guide future priorities to improve and
simplify water management and regulation.

Agreed.

The DCCEEW Water Group will commence an
evaluation program in 2027. This evaluation will
assess that the objectives of the Water Reform
Action Plan continue to deliver positive benefits
to Water management in NSW, including how
any lessons learned can be applied to future
reform initiatives.
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Response from the Natural Resources Access Regulator

Natural Resources Access Regulator

GOVERNMENT

10 June 2026 OUR REF: QUT26/6885

Mr Bola Oyetunji
Auditor-General

Audit Office of NSW

GPO Box 12 Sydney NSW 2001

Re: Performance Audit - Water management and regulation in NSW

Dear Mr Oyetunii,

On behalf of the Board of the Natural Resources Access Regulator (NRAR), | would like to thank the
Audit Office for its performance audit report on Water Management and regulation in NSW. The
report reflects a sound understanding of the complexity of water management in NSW. | appreciate
the constructive engagement by your staff with NRAR during the audit.

NRAR has a strong commitment to continuous improvement and values the audit’s independent
findings as a sound basis for improving our operations. We acknowledge the findings of the report
related specifically to NRAR's work. These include that NRAR has a comprehensive policy framework
to support its compliance and enforcement functions and that our regulatory policies are consistent
with good practice.

NRAR also acknowledges the findings that relate jointly to the work of the Department of Climate
Change, Energy, Environment and Water (DCCEEW), WaterNSW, and NRAR.

NRAR accepts Recommendations 3 and 4 that relate specifically to our role. We have already begun
work to implement these recommendations and to address other relevant findings in the report.
NRAR is alsc committed to working collaboratively with DCCEEW and WaterNSW to implement
Recommendations 1 and 2 that require action by the three organisations.

Yours Sincerely,
% g

Grant Barnes
Chief Regulatory Officer

NRAR is the NSW water regulator. We are responsible for the enforcing water laws throughout the state with targeted
compliance programs that ensure water is used lawfully and shared fairly.

1800 633362 | nrar.nsw.gov.au nrar.enquiries@nrar.nsw.gov.au | Locked Bag 5022, Parramatta NSW 2124 1
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Response from WaterNSW

%terNSW

9June 2026

Mr Bola Oyetunji

Auditor-General for New South Wales
GPOBox 12

Sydney NSW 2001

Response to Performance Audit on Water Management Regulation in NSW
Dear Auditor-General,

WaterNSW appreciates the opportunity to respond to the NSW Audit Office’s performance audit report on
Water Management Regulation in NSW, which examined the effectiveness of the Natural Resources and
Access Regulator (NRAR), the Department of Climate Change, Energy, the Environment and Water
(DCCEEW)and WaterNSW in implementing compliance and enforcement arrangements for non-urban
water use.

The report notes that since 2017, significant policy, legislative and operational reforms have strengthened
water management and requlation in NSW. While these reforms have been substantial, some challenges
remain, due in part to the complexity of the requlatory framework and legacy systems that are not fit for
purpose. WaterNSW acknowledges its critical role particularly in maintaining and sharing statewide water
data and will contribute constructively to address the relevant audit recommendations outlined helow.

1. Resolve dataand system issues impacting compliance and enforcement

WaterNSW is committed to continuing to work collaboratively with DCCEEW and NRAR to address the
data and systems issues identified in the audit. The Ecosystem Data Strategy and Governance
initiative has commenced, which will be progressed to a timetable that balances the complexity and
critical importance of the initiative, ensuring we get the right outcomes, with aligning the investment
to the regulated pricing outcome determined by IPART. We note however that this initiative's
timetable (approved by IPART in their pricing determination) does not align with the timeframe
proposed in the performance audit report.

2. Support across-agency review of post-2017 reforms

WaterNSW accepts in principle the recommendation and will actively participate in any proposed
review by the DCCEEW to assess the effectiveness of reforms implemented since 2017.

WaterNSW appreciates the Audit Office’s insights and remains committed to working with DCCEEW and
NRAR to strengthen the integrity, transparency, and performance of water management in NSW.

Yours sincerely,

Andrew George
Chief Executive Officer

WaterNSW ABN 21147 934 787
PO Box 398, Parramatta NSW 2124
t. 1300662077 e. Customer.Helpdesk@waternsw.com.au WaterNSW | We're at the source
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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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Appendix 3 — Background to water reform

Evolution of the Department of Climate Change, Energy, the
Environment and Water

Since 2008, the Department of Climate Change, Energy, the Environment and Water (DCCEEW) has
been subject to various restructures and machinery of government changes.

In July 2008, an Office of Water was separated within the then Department of Environment and
Climate Change (DECC). In July 2009, the Office of Water was renamed NSW Office of Water and

in April 2011, it was transferred to the Department of Industry, Trade & Investment. In July 2015, the
NSW Office of Water was transferred to the Department of Industry (DOI) and renamed DPI-Water.

In July 2016, some of the compliance functions of DPI-Water were transferred to WaterNSW.

In July 2019, DOI was amalgamated into the new Department of Planning, Industry and Environment
(DPIE). DPIE became the Department of Planning and Environment (DPE) in 2021. On 1 January 2024,
the water functions were split out from DPE into the newly established DCCEEW.

For ease of reference, this report refers to the department using its current title as the Department of
Climate Change, Energy, the Environment, and Water.

Establishment of WaterNSW

WaterNSW is a NSW Government owned statutory corporation established in 2014 following
recommendations made in an independent 2013 review to combine the Sydney Catchment Authority
and the State Water Corporation. WaterNSW was established to deliver efficiencies in water
infrastructure management and to create greater clarity on the operational aspects of bulk water
management in NSW.

Independent investigation into NSW water management and
compliance

The 2017 independent Matthews investigation found that, from the point of view of the public, a range
of matters were ‘problems’. These included:

. inconsistent compliance and enforcement action across the state and from case to case

. compliance and enforcement action could be slow and the outcomes uncertain

. roles, responsibilities and accountabilities were unclear at best or at worst, conflicted

. it was difficult for a member of the public to access and understand the legislation, regulations,
plan provisions, licence and permit conditions, and other rules that govern water management

. limited public visibility of enforcement action, including to individuals reporting possible
breaches

. apparently inadequate responses to the offence or benefit gained in cases where compliance

action was publicly evident.

Along with a series of recommendations, including those discussed in this report, the Matthews
investigation set out 3 principles for the design of a better system for water regulation, based on
independence, transparency and effectiveness.
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The NSW Government’s response to the Matthews investigation

The interim report of the Matthews investigation was published on 8 September 2017, 46 days after the
initial broadcast date of ABC TV’s Four Corners program. On 30 November 2017, legislation to
establish NRAR was passed by NSW Parliament. In the second reading speech for the Natural
Resources Access Regulator Bill (2017), the Minister noted that the Bill was ‘... the beginning of a
significant reform package that will benefit communities and the environment’. NRAR began

operations in April 2018 and had been operating for around 7 years at the time this performance audit
started.

In November 2017, Mr Matthews submitted the second and final report of his investigation to the NSW
Government. This report was characterised as an assessment of the responsible department’s
progress to date in implementing the recommendations made in the September 2017 interim report,
as well as ‘... advice on how to tackle the considerable work involved in the months ahead’.

In December 2017, the NSW Government published its Water Reform Action Plan as a full response to
the issues raised in the Matthews investigation. Between March and April 2018, consultation on
implementing the plan was undertaken and focused on water reforms in the key areas of:

. metering reform

. increased transparency in water management
. better management of environmental water

. implementing the floodplain harvesting policy.

The objectives and goals of the Water Reform Action Plan are shown in Exhibit 13.

Exhibit 13: Water Reform Action Plan

The Water Reform Action Plan was announced by the NSW Government in response to the findings
and recommendations of the Matthews investigation

The objective of the Water Reform Action Plan was to ensure:

... delivering on the state’s responsibility to ensure there is an equitable and
transparent approach to the management of water for current and future
generations.

The goals of the plan were to:

e introduce best practice for water management

e ensure transparency in how we share, allocate and manage water

*  build acompliance and enforcement regime that ensures strong and certain regulation

e build capability to support implementation of water reforms.

Source: NSW Government (2017) Securing our water: NSW Government water reform action plan.

A number of additional investigations and reviews were conducted into these same or related matters,
including by the:
. NSW Independent Commission Against Corruption (ICAC)

. NSW Ombudsman’s Office, which had already started an investigation in 2016 in response to
complaints and public interest disclosures. The findings and recommendations of this report
addressed similar issues to the Matthews investigation

. Murray-Darling Basin Authority
. Australian National Audit Office.

A summary of selected key recommendations relevant to this audit are set out in Exhibit 14.
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Exhibit 14: Summary of investigations conducted by the ICAC and the NSW Ombudsman

NSW ICAC: Investigation into complaints of corruption in the management of water in NSW and
systemic non-compliance with the Water Management Act 2000 - Operation Avon and Operation
Mezzo

The ICAC did not find corrupt conduct had occurred. However, it did form the opinion that in many of the
matters it investigated, the evidence established that the rights of productive water users were given
priority over the rights of other stakeholders, and that there was a clear alignment between the
department’s strategies and goals and those of the irrigation industry.

The ICAC was satisfied that the matters it had investigated ‘... had a detrimental effect on the public’s
confidence in the ecologically sustainable, equitable, transparent and efficient management of the water
sources of the state and in the integrity and good repute of public administration, more generally’.

In addition to making recommendations that the responsible government department (at the time DPIE,
now DCCEEW) ensure better compliance with the requirements of the Water Management Act,
particularly in making water sharing plans, the ICAC made other recommendations relevant to this audit,
including:

* The department publish all stakeholder and community engagement plans.

» The department engage an appropriate independent review to conduct reviews of the steps taken to
implement its stakeholder engagement policy and the policy’s effectiveness.

 The department develop a model procedure for stakeholder meetings, including to make record of
those meetings and publish details on its website at least monthly.

NSW Ombudsman August 2018: Investigation into water compliance and enforcement

This investigation began in 2016 and stemmed from complaints received from the community and public
interest disclosures from public servants. While it started before the allegations raised by ABC TV’s Four
Corners program and the subsequent Matthews investigation, those matters were taken into account by
the NSW Ombudsman’s office, along with the Government’s response to the recommendations of the
Matthews investigation.

Findings relevant to this audit included that the then responsible agencies had failed to:

e adequately resource or secure funding to adequately resource their compliance functions
* clearly communicate changes to the department’s structure to staff

* take appropriate and timely action on instances of clear breaches of the law

* meetacceptable standards of public administration in the conduct of their compliance functions.

The NSW Ombudsman made 35 recommendations. The most relevant to this audit are ensuring that:
* NRARis appropriately resourced to fulfil its functions
* NRARisindependent and capable of making regulatory decisions

» policies and practices promote a culture of record keeping about decision making.

Source: NSW Government (2017) Securing our water: NSW Government water reform action plan.
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Appendix 4 — Terms used in this report

Environmental water is water that has been allocated for environmental purposes under the water
management framework, including both ‘planned’ environmental water (allocated within water
sharing plans) and ‘held’ environmental water (allocated to water access licences held for
environmental use).

Floodplain harvesting is the collection, extraction orimpoundment of any water flowing across a
designated floodplain, including both overbank flow and rainfall runoff (the NSW Floodplain
Harvesting Policy sets out set exclusions to this definition).

Groundwater is water sourced from underground water sources, such as aquifers.

Non-urban water metering in NSW is a national commitment to accurately measuring water taken
from regulated rivers, unregulated rivers and groundwater systems under a water access licence.

Non-urban water use is the withdrawal of water from water sources requiring a water access licence
and associated approvals but not including the management or regulation of water after it has been
withdrawn by water utilities for the purposes of urban water supply to towns and cities.

Regulated river is a river system that has major dams or weirs controlling the flow of water, which can
reduce it or increase it.

State-owned corporation is a company operating under the State-Owned Corporations Act 1989.

Stock and domestic water rights is a right under the Water Management Act 2000 for landholders
with direct water access to take and use water for domestic consumption and stock watering.

Unregulated river is a river system that does not contain any water storages and its level and flow rate
cannot be controlled.

Water access licence is an entitlement to water for a water user under a water sharing plan.
Water entitlement is a recurring right to a share of water from a water source.

Water metering is the measurement of water taken by a water user with a specially installed device
(the ‘meter’).

Water sharing plan is a 10-year plan prepared under the Water Management Act 2000 to set the rules
for sharing and trading water from a particular water source among water users and the environment.

Water source includes any source of water for use in NSW, such as surface water (e.g. rivers or lakes),
groundwater sources (e.g. aquifers) or harvested flood waters.

Water supply works approval is an approval for constructing works, such as pumps or bores.

Water use approval is an approval to authorise the use of water for a specific purpose, such as
irrigation.
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Appendix 5 — Performance auditing

What are performance audits?

Performance audits assess whether the activities of state or local government entities are being
carried out effectively, economically, efficiently and in compliance with relevant laws.

The activities examined by a performance audit may include a government program, all or part of an
audited entity, or more than one entity. A performance audit can also consider particular issues that
affect the whole public sector and/or the whole local government sector. They cannot question the
merits of government policy objectives.

The Auditor-General’s mandate to undertake audits is set out in the Government Sector Audit Act 1983
for state government entities, and in the Local Government Act 1993 for local government entities.
This mandate includes audit of non-government sector entities where these entities have received
money or other resources (whether directly or indirectly) from, or on behalf of, a government entity for
a particular purpose (follow-the-dollar).

Why do we conduct performance audits?

Performance audits provide independent assurance to the NSW Parliament and the public.

Through their recommendations, performance audits seek to improve the value for money the
community receives from government services.

Performance audits are selected at the discretion of the Auditor-General who seeks input from
parliamentarians, state and local government entities, other interested stakeholders and Audit Office
research.

How are performance audits selected?

When selecting and scoping topics, we aim to choose topics that reflect the interests of Parliament in
holding the government to account. Performance audits are selected at the discretion of the Auditor-
General based on our own research, suggestions from the public, and in consultation with
parliamentarians, agency heads and key government stakeholders. Our 3-year performance audit
program is published on the website and is reviewed annually to ensure it continues to address
significant issues of interest to Parliament, aligns with government priorities and reflects
contemporary thinking on public sector management. Our program is sufficiently flexible to allow us
to respond readily to any emerging issues.

What happens during the phases of a performance audit?

Performance audits have 3 key phases: planning, fieldwork and report writing.

During the planning phase, the audit team develops an understanding of the audit topic and
responsible entities and defines the objective and scope of the audit.

The planning phase also identifies the audit criteria. These are standards of performance against
which the audited entity, program or activities are assessed. Criteria may be based on relevant
legislation, internal policies and procedures, industry standards, best practice, government targets,
benchmarks or published guidelines.

During the fieldwork phase, audit teams will require access to books, records or any documentation
deemed necessary in the conduct of the audit, including confidential information that is either Cabinet
information within the meaning of the Government Information (Public Access) Act 2009 or
information that could be subject to a claim of privilege by the State or a public official in a court of
law. Confidential information will not be disclosed, unless authorised by the Auditor-General.
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At the completion of fieldwork, the audit team meets with management representatives to discuss all
significant matters arising from the audit. Following this, a draft performance audit report is prepared.

The audit team then meets with management representatives to check that facts presented in the
draft report are accurate and to seek input into developing practical recommendations on areas of
improvement.

Afinal reportis then provided to the accountable authority of the audited entity(ies), which will be
invited to formally respond to the report. If the audit includes a follow-the-dollar component, the final
report will also be provided to the governing body of the relevant entity. The report presented to the
NSW Parliament includes any response from the accountable authority of the audited entity. The
relevant Minister and the Treasurer are also provided with a copy of the final report for state
government entities. For local government entities, the Secretary of the Department of Planning and
Environment, the Minister for Local Government and other responsible Ministers will also be provided
with a copy of the report. In performance audits that involve multiple entities, there may be responses
from more than one audited entity or from a nominated coordinating entity.

Who checks to see if recommendations have been implemented?

After the report is presented to the NSW Parliament, it is usual for the entity’s Audit and Risk
Committee / Audit Risk and Improvement Committee to monitor progress with the implementation of
recommendations.

In addition, itis the practice of NSW Parliament’s Public Accounts Committee to conduct reviews or
hold inquiries into matters raised in performance audit reports. The reviews and inquiries are usually
held 12 months after the report received by the NSW Parliament. These reports are available on the
NSW Parliament website.

Who audits the auditors?

Our performance audits are subject to internal and external quality reviews against relevant Australian
standards.

The Public Accounts Committee appoints an independent reviewer to report on compliance with
auditing practices and standards every 4 years. The reviewer’s report is presented to the NSW
Parliament and available on its website.

Periodic peer reviews by other Audit Offices test our activities against relevant standards and better
practice.

Each audit is subject to internal review prior to its release.

Who pays for performance audits?

No fee is charged to entities for performance audits. Our performance audit services are funded by the
NSW Parliament.

Further information and copies of reports

For further information, including copies of performance audit reports and a list of audits currently
in-progress, please see our website www.audit.nsw.gov.au or contact us on 9275 7100.
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OUR VISION

Ourinsights inform and challenge
government to improve outcomes
for citizens.

OUR PURPOSE

To help Parliament hold
government accountable for its
use of public resources.

OUR VALUES

Pride in purpose

Curious and open-minded
Valuing people
Contagious integrity

Courage (even when it’s uncomfortable)



auditoffice

OF NEW SOUTH WALES

Audit Office of New South Wales

Level 19, Darling Park Tower 2
201 Sussex Street
Sydney NSW 2000 Australia

t+61292757100
mail@audit.nsw.gov.au
Office hours: 8.30 am-5.00 pm

audit.nsw.gov.au

© Copyrightreserved by the Audit Office of New South Wales. All rights reserved. No part of this publication may be reproduced without prior consent of the
Audit Office of New South Wales. The Audit Office does not accept responsibility for loss or damage suffered by any person acting on or refraining from action

as aresult of any of this material.



	1. Report snapshot
	2. Executive summary
	Conclusion

	3. Introduction
	3.1. NSW water resources
	3.2. Significance of water for NSW
	3.3. State and federal frameworks for non-urban water
	3.4. Water entitlements and allocations in NSW
	3.5. Reforms to the management and regulation of non-urban water since 2017
	3.6. Agencies responsible for water in NSW
	3.7. About this audit

	4. Framework for water regulation
	4.1. Water management framework
	4.2. Interagency roles and responsibilities
	4.3. Stakeholder engagement and education

	5. Data sharing for water regulation
	5.1. Data governance
	5.2. Data and system delivery

	6. NRAR’s governance and resourcing
	6.1. Independent regulatory decision making
	6.2. Resources and staff to support regulatory functions
	6.3. Transparency in regulatory performance
	6.4. Technology and data for regulatory decision making

	7. NRAR’s regulatory decision making
	7.1. Policies and guidelines to support regulatory decisions
	7.2. Implementing regulatory policies and guidelines 
	7.3. Regulatory priorities and projects

	Appendix 1 – Responses from entities
	Appendix 2 – About the audit
	Appendix 3 – Background to water reform
	Appendix 4 – Terms used in this report
	Appendix 5 – Performance auditing



