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4.33 The reduction of benefits, or delayed progress, on certain projects is an 
issue that DEWHA will need to consider when it formally evaluates the WSA 
program. The extent to which projects support the broader program objective 
of  accelerating  the  development  and  uptake  of  smart  technologies  will  also 
need to be considered. In this context, a number of the projects in the ANAO’s 
audit  sample might more  appropriately  be described  as  ‘core  infrastructure’, 
such  as  pipelines,  rather  than  smart  technologies  per  se,  such  as  innovative 
water recycling and treatment. 

Program evaluation 

NWC’s evaluation strategy 
4.34 In April  2007,  the NWC produced a Monitoring  and Evaluation Plan  to 
cover  the  two  programs  it  was  responsible  for  administering  under  the 
$2 billion Water Fund—WSA and Raising National Water Standards. The plan 
stated that an evaluation of WSA would cover: 

• the performance of individual projects against their funded objectives; 

• the performance of WSA against its stated program objective; and  

• the contribution of the program to the NWI. 

The  evaluation was  to  take place  in  the  context  of  the NWC’s outcomes  and 
outputs framework. 

Performance assessment 

4.35 Following the development of  its monitoring and evaluation plan,  the 
NWC conducted a performance assessment of 25 projects  (with  total  funding 
commitments  of  $402 million).  Overall,  the  assessment  concluded  that  the 
program had performed well,  both  in  terms of  accelerating  the development 
and  uptake  of  smart  technologies,  and  in  contributing  to  achieving  NWI 
objectives.  However,  the  assessment  identified  three  main  concerns—which 
have been confirmed by the ANAO’s audit:  

• the slow pace of implementation;  

• the lengthy process to negotiate funding agreements; and 

• the  emergence  of  project‐specific  risks,  such  as  cost  ‘blow‐outs’—
although it was considered that appropriate action was being taken to 
address these risks. 
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4.36 The NWC  reported  on  the WSA program  in  its  2006–07  and  2007–08 
Annual  Reports.  The  information  in  the  annual  reports  is  comprehensive.  
It includes the results of the individual project evaluations and a summary of 
the  NWC’s  internal  assessment  of  projects.  Implementation  issues  faced  by 
certain projects were also discussed.  

DEWHA’s evaluation and reporting strategy 
4.37 Since  taking  over  administration  of  the  program,  DEWHA  has 
continued  to monitor  the  progress  of  projects  against  their  objectives.  It  has 
also  continued,  and  refined,  the  NWC’s  practice  of  asking  proponents  to 
complete  annual  assessments  on  project  benefits,  which  help  to  inform 
DEWHA’s assessment of project progress and outcomes. Key findings from the 
2009  annual  assessments  are  to  be  included  in  DEWHA’s  2009–10  Annual 
Report.  

4.38 The annual reviews also provide the basis  for a more formal program 
evaluation, which DEWHA advised is a major focus of  the work plan for  the 
last  two  years  of  the  program.  The  planned  evaluation  is  supported  by 
DEWHA’s Strategic Plan: Outcome 4: Adapting to a  future with  less water, which 
has the objective of:  

Timely  implementation  and  effective  administration  of  the  government’s 
programs  under  water  for  the  future  and  commencement  of  reviews  of  the 
more advanced water programs.69 

4.39 Progress  reports  are  provided  to  the  Executive  on  a  monthly  basis. 
These  reports  include  the  funds  spent  on  the  program,  the  current  status  of 
project  milestones  (via  a  traffic  light  report),  and  a  list  of  projects  that  are 
falling  behind  schedule.  DEWHA  also  provides  regular  briefs  to  the 
responsible  Minister  on  different  aspects  of  the  WSA  program.  Summary 
information on  the program was also provided  in DEWHA’s 2008–09 annual 
report. 

4.40 As  noted  previously,  the  full  benefits  of  the  program  may  not  be 
known  for  several years after  funding  is  scheduled  to  cease on 30  June 2011. 
Therefore, it will be important for DEWHA to have arrangements in place for 
monitoring proponents ongoing evaluation reports. Also,  since WSA was  the 
                                                            

69  Excerpt from DEWHA’s Strategic Plan-Directions to 2014, accessed from 
<http://www.environment.gov.au>. 
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first major  grants  program  aimed  at  improving  the management  and  use  of 
Australia’s  water  resources,  there  are  obvious  benefits  in  disseminating  the 
good practices  and  ‘lessons  learned’  from  the program,  to  inform  the design 
and  delivery  of  other  departmental  grant  programs.  This  includes  the water 
programs  that  DEWHA  administers  under  the  Government’s  $12.9 billion  
Water for the Future plan. 

Conclusion 
4.41 Overall,  the  NWC/DEWHA  have  actively  monitored  the  progress  of 
projects,  having  regard  to  available  resources.  Both  agencies  have  also 
appropriately  balanced  compliance  matters  and  financial  risks  against  the 
progress of projects, to enable water benefits to be achieved. However, a more 
defined  framework  to  guide  decisions  on when  to  terminate  agreements  for 
under‐performing projects could improve the overall use of program funds—
although such decisions ultimately rest with the Minister. More generally, the 
delayed timing or reduction in water savings on certain projects is an issue that 
DEWHA will need to closely monitor, and take appropriate action on, to gain 
maximum benefits for the program. 

4.42 The NWC established a sound evaluation plan  for  the WSA program, 
key  elements  of  which  have  been  adopted  by  DEWHA.  The  challenge  for 
DEWHA is to ensure that the good practices and lessons from this program are 
used in a timely and effective way to inform the design and implementation of 
other water programs it administers. 

 

 

 

 

Ian McPhee              Canberra ACT 

Auditor‐General            4 February 2010 
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Appendix 1: Agency Responses to the Audit 

National Water Commission 
The  Commission  welcomes  the  ANAO’s  assessment  that  the Water  Smart 
Australia program has been  administered  effectively by  the Commission  for 
the first four years of the program’s operation. 

The Water Smart Australia program  is seen as successful  in meeting some of 
the water  reform  objectives  in  the National Water  Initiative  and, when  the 
program  is  taken  as  a whole, providing  for  the delivery  of  important water 
reform outcomes through the funding of significant infrastructure projects that 
might  not  otherwise  have  occurred.  The  role  of  the  Commission  and  its 
Commissioners  in providing  independent  advice  to  the Minister  on projects 
has  been  acknowledged  in  the  report  as  sound  governance  for  the 
administration of a grant program of this type. 

While  the ANAO  has made  no  specific  recommendations  in  the  report,  the 
Commission  acknowledges  that  the  report  provides  some  better  practice 
guidance  which  the  Commission  intends  to  consider  for  adoption  in  the 
administration of its other programs. 

Department of the Environment, Water, Heritage and the Arts 
The  Department  welcomes  the  overall  conclusions  of  the  audit.  The 
Department will work  to ensure  the good practices and  lessons  learned  from 
the  Water  Smart  Australia  program  are  used  to  inform  the  design  and 
implementation of other programs it administers, including Water for the Future 
programs. 
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File section methodology 
The ANAO took the following factors  into account  in selecting the sample of 
20 projects for detailed examination: 

• size of the grant; 

• funding pathway; 

• location of the project (state/territory); 

• type of project/NWI objective; 

• project status; 

• proponent type; and 

• proportion of Commonwealth funding relative to total project cost. 

The  ANAO’s  sample  represents  27  per  cent  of  the  total  number  of  projects 
approved  for  funding  (74),  but  accounts  for  79 per cent  of  total  program 
funding ($1.5 billion) as of 15 January 2009. 

ANAO site visits 
The ANAO visited nine project sites, in three states: 

• South  Australia—Virginia  Pipeline  Extension  Scheme  ($2.035 million); 
Waterproofing  Northern  Adelaide  ($38 million);  Waterproofing  the  South 
($34.5 million); and Mount Lofty ($13.9 million); 

• Victoria—Wimmera  Mallee  Pipeline  ($266 million);  Ballarat  Goldfields 
Superpipe  ($90 million);  and  the  Macalister  Irrigation  Channels 
($20 million); and 

• Queensland—Western  Corridor  Recycled  Water  Scheme  ($408 million); 
and the Mackay Wastewater Recycling ($45.5 million). 
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Appendix 3: Eligibility and Assessment Criteria for the 
Water Smart Australia Program 

Table A 1 
Eligibility criteria for the program 

Pathway Eligibility criteria 

First Stage 1. State and Territory governments must be signatories to the NWI. 

Round 1 
 

1. The primary criterion for eligibility is that a project advances the objectives, 
outcomes and activities set out in the National Water Initiative. 

2. Applications are open to State and Territory governments that are signatories 
to the NWI, local government, the private sector, industry or other organisations 
and community groups. 

3. Projects must clearly produce significant national interest benefits. 
4. Co-contributions are expected from applicants. The level of contribution an 

applicant is making is expected to reflect the extent of benefit that the applicant 
will receive from the completed project. 

5. Applications are expected to be at an advanced stage of planning before they 
will be submitted to government for decision. All major preliminary studies 
(technical, financial and/or environmental) and any necessary consultations 
should be initiated or completed. 

6. The project must: meet the requirements of the Environment Protection and 
Biodiversity Conservation Act 1999; comply with State or Territory and 
Australian Government native title, cultural heritage or related legislation; and 
all projects must comply with Commonwealth legislation. 

Round 2 
 

1. The primary criterion for eligibility is that a proposal advances the objectives, 
outcomes and activities set out in the NWI. 

2. Projects must clearly produce significant national interest benefits. 
3. Applicants are expected to make a contribution to funding. The level of 

contribution an applicant is making is expected to reflect the extent of benefit 
that the applicant will receive from the completed project. 

4. Proposals are expected to be at an advanced stage of planning before they 
will be submitted to government for decision 

5. All proposals must comply with Commonwealth legislation, in particular with 
respect to native title and the Environment Protection and Biodiversity 
Conservation Act 1999. Proposals must also satisfy the requirements of state 
or territory legislation. 

National 
Icon 

1. Project to be of state and national significance with clear public benefit. 
2. Project must respond to a significant and evident urban or regional water 

management challenge or opportunity. 
3. Project to be accompanied by a water management plan for the 

region(s)/state(s). 
4. Project must include significant financial commitment by the state or territory 

governments(s). 
5. Project must be consistent with the NWI. 
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Table A 2 
Assessment criteria for the program 

Pathway Assessment Criteria 

First Stage 
 

1. The degree to which the project is consistent with, and helps to achieve, the 
principles, outcomes and actions of the NWI. 

2. The extent to which any project-specific conditions specified in the election 
announcement are satisfied. 

3. The stage of project development (projects considered for the first stage 
would be expected to be able to be substantially commenced in 2004-05). 

4. Value for money – cost-effectiveness. 
5. The proportion of funding to be contributed by the State/Territory government 

or other parties. 
6. The viability and sustainability of the project in technical, economic and 

environmental terms. 

Round 1 

1. The extent to which the proposal advances the NWI. 
2. The technical, economic and environmental viability of the proposal. 
3. The extent of the environmental benefits of the proposal. 
4. Value for money from the proposal. 
5. The significance of the proposed project. 
6. The degree of innovation in the proposal. 
7. The extent of beneficiary contributions to the cost of the project. 
8. Private equity contributions to commercial projects. 
9. Social community impact. 

Round 2 

1. The extent to which the proposed project advances the NWI. 
2. The technical viability and economic, environmental and social benefits of the 

proposed project. 
3. The significance of the proposed project. 
4. The degree of innovation in the proposed project. 
5. Value for money from the proposed project. 
6. The extent of beneficiary contributions to the cost of the proposed project. 
7. Private equity contributions to commercial proposals. 

National 
Icon 

1. The extent to which the proposal advances the NWI. 
2. The extent to which the project will deliver a lasting and genuinely 

transformative impact on water conservation and management in Australia. 
3. The technical viability and the extent of economic, environmental and social 

benefits of the proposed project. 
4. The extent of contributions to the cost of the proposed project from the parties 

other than the Commonwealth. 
5. Overall value for money from the proposed project. 
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Current Better Practice Guides 
The following Better Practice Guides are available on the Australian National Audit 
Office website. 

 

Innovation in the Public Sector 

Enabling Better Performance, Driving New Directions Dec 2009 

SAP ECC 6.0 

Security and Control June 2009 

Preparation of Financial Statements by Public Sector Entities June 2009 

Business Continuity Management 

 Building resilience in public sector entities June 2009 

Developing and Managing Internal Budgets June 2008 

Agency Management of Parliamentary Workflow May 2008 

Public Sector Internal Audit 

 An Investment in Assurance and Business Improvement Sep 2007 

Fairness and Transparency in Purchasing Decisions   

 Probity in Australian Government Procurement Aug 2007 

Administering Regulation Mar 2007 

Developing and Managing Contracts 

 Getting the Right Outcome, Paying the Right Price Feb 2007 

Implementation of Programme and Policy Initiatives: 

 Making implementation matter Oct 2006 

Legal Services Arrangements in Australian Government Agencies Aug 2006 

Administration of Fringe Benefits Tax Feb 2006 

User–Friendly Forms 
Key Principles and Practices to Effectively Design 
and Communicate Australian Government Forms Jan 2006 

Public Sector Audit Committees Feb 2005 

Fraud Control in Australian Government Agencies Aug 2004 

Better Practice in Annual Performance Reporting Apr 2004 

Management of Scientific Research and Development  
Projects in Commonwealth Agencies Dec 2003 
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Public Sector Governance July 2003 

Goods and Services Tax (GST) Administration May 2003  

Building Capability—A framework for managing 
learning and development in the APS Apr 2003 

Administration of Grants May 2002 

Performance Information in Portfolio Budget Statements May 2002 

Some Better Practice Principles for Developing 
Policy Advice Nov 2001 

Rehabilitation: Managing Return to Work June 2001 

Building a Better Financial Management Framework  Nov 1999 

Building Better Financial Management Support  Nov 1999 

Commonwealth Agency Energy Management  June 1999 

Controlling Performance and Outcomes  Dec 1997 

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