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FORWARD 

This Annual Report, of the Audit Office’s Audit and 

Risk Committee (ARC) covers the activities of the 

ARC for the period 1 July 2017 to 30 June 2018.  

This is in line with the requirements of the ARC 

Charter and Treasury Policy Internal Audit and Risk 

Management Policy for the NSW Public Sector (TPP 

15-03). 

The Audit Office of New South Wales (the Audit 

Office) is a statutory authority, established under the 

Public Finance and Audit Act 1983 (PF&A Act) to 

conduct audits for the Auditor-General. Both financial 

and performance audits are conducted of NSW 

Government agencies, universities and local councils. 

Audits are principally conducted under the PF&A Act, 

the Corporations Act 2001 and the Local Government 

Act 1993. The Office also examines allegations of 

serious and substantial waste of public money under 

the Public Interest Disclosures Act 1994. 

The ARC is a key component of the Audit Office’s 

governance framework. The objective of the ARC is 

to provide independent assistance and advice to the 

Auditor-General by overseeing and monitoring the 

Audit Office’s governance, risk and control 

frameworks and its external accountability 

requirements. 

Attestation to TPP 15-03 was completed for 2017-18 

with no exceptions noted. 

ARC MEMBERSHIP AND CONDUCT 

There was a quorum for each of the meetings held 

during 2017/18.  

Regular quarterly meetings were held on 23 August 

2017, 28 November 2017, 22 February 2018, and 27 

April 2018. Special meetings were also held to review 

early close and the financial statements. 

All members have completed written conflict of 
interest declarations and confidentiality agreements. 

The membership and meeting attendance of the ARC 
for the 2017/18 financial year was: 

Member Role 
Term 

Started 
Term    
Ends 

Meetings 
attended/ 
eligible to 
attend 

Dianne 
Hill 

Independent 
Chair 

12/12/2016 28/08/2021 6 / 6 

Greg 
Fletcher 

Independent 
member 

04/12/2013 03/12/2017 3 / 3 

Bruce 
Turner 
AM 

Independent 
member 

17/02/2017 16/02/2021  6 / 6  

John 
Gordon 

Independent 
member 

01/11/2017 01/11/2020 4 / 4 

ARC profiles are: 

Member Profile 

Dianne 
Hill 

Dianne has been an independent non-executive 
director for over 25 years and currently sits on 
several boards and ARCs for both NSW public 
sector agencies and public companies. Dianne is 
a fellow of CAANZ, AICD and member of IIA. 
Following her background in Professional 
Services and Executive roles she set up her own 
business consulting to blue chip companies and 
government entities in project governance, IT, 
management and transformation. 

Bruce 
Turner 
AM 

Bruce chairs audit and risk committees within the 
State government, local government and not-for-
profit sectors. Bruce has also been involved 
through CAE roles in large and diverse state and 
federal government agencies. He has held 
several Board roles, and currently sits on the 
Board of Wentworth Healthcare Limited. 

John 
Gordon  

John was appointed on 1 November 2017. John 
has over 40 years’ experience providing 
assurance, advisory and corporate governance 
assistance to a broad range of clients in the 
private and public sectors. This includes 22 
years as an audit and assurance partner at a Big 
4 accounting firm. He was a founding member of 
the NSW Department of Local Government 
Accounting Advisory Committee with 35 years of 
continuing involvement in the local government 

Member Profile 

sector. John currently serves on several audit 
and risk committees and boards. 

Greg 
Fletcher 

Greg completed his term as a member on 3 
December 2017. Greg made a strong 
contribution to the ARC and we are thankful for 
all his excellent work on this committee.  

 

RECOGNITION OF KEY AUDIT OFFICE 

ACHIVEMENTS  

During 2017/18, the Audit Office overcame 

considerable challenges and made the following 

achievements:  

 established audits of local government councils 

as an integral part of the business – the Audit 

Office received this mandate in October 2016 

 released a new approach to setting the forward 

audit program 

 improved parliamentary reporting 

 created an Office of the Auditor-General, and 

consolidated a new executive team.  

These are all contributing to the Audit Office’s vision 

of providing the Parliament of New South Wales and 

the entities it audits with accurate, timely and relevant 

insights that inform and challenge government to 

improve outcomes for citizens of NSW.     

 

SUMMARY OF ARC ACTIVITIES  

During 2017/18, the ARC performed its functions and 

responsibilities, as outlined in the ARC Charter, 

regarding risk management and control frameworks, 

compliance, internal audit, external audit and its 

external accountability requirements.  

The ARC believes the arrangements in these areas 

were operating soundly during 2017/18.  
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Risk Management 

The Enterprise Risk Management (ERM) framework 

continued to evolve during the year and the ERM 

maturity and risk management plan will continue to 

be monitored.  

Key ARC activities included: 

 reviewed and provided advice on the Audit 

Office’s Risk Management Policy, Risk Appetite 

Statement, Fraud Control Policy and Code of 

Conduct 

 received and reviewed detailed risk management 

reports and the strategic risk register at each 

meeting 

 considered strategic risks facing the Audit Office 

and monitored risk treatment plans established to 

reduce or mitigate those risks 

 considered significant emerging risks or 

legislative changes impacting the Audit Office 

including the local government mandate 

 reviewed specific risk reports from management 

surrounding key projects, Fraud, Work Health 

and Safety, Information Security Management 

Systems, Business Continuity Plan and Disaster 

Recovery Plan 

 monitored progress on the ERM implementation 

plan 

 held an ‘in camera’ meeting with the Chief Risk 

Officer (CRO) 

 

Control Framework 

Key internal controls were operating soundly during 

2017/18, with no serious unresolved weaknesses 

reported by the Internal and External Auditors.  

Key ARC activities included:  

 reviewed whether management has taken steps 

to embed a culture which is committed to ethical 

and lawful behaviour and how effective these 

have been  

 received management reports on all suspected 

and actual frauds, corruption and breaches of 

laws 

 determined whether appropriate processes are in 

place to assess, at least once a year, whether 

laws, regulations, policies and procedures are 

complied with 

 reviewed whether appropriate policies and 

procedures are in place for the management and 

exercise of delegations 

  

Compliance 

Key ARC activities included: 

 reviewed whether management has in place 

relevant policies and procedures, and that these 

are periodically reviewed and updated 

 received a compliance update on the results of 

the annual compliance risk assessment 

 reviewed progress against the annual 

compliance plan that ensures compliance with 

applicable laws and regulations, and associated 

government policies 

 

Internal Audit 

The ARC noted the completion of the 2017/18 

internal audit plan and the progress in implementing 

internal audit recommendations.  

In 2017/18, the ARC reviewed the following internal 

audit reports: 

 Expenditure and accounts payable 

 ISO 27001 information security management 

system 

 Revenue and pricing model review  

 Follow up of previous internal audit 

recommendations 

The ARC also noted the results of the external quality 

assessment review of the internal audit function. This 

was completed by the Institute of Internal Auditors, 

Australia in August 2017, in line with auditing 

standards and TPP 15-03. The internal audit maturity 

assessment was rated as ‘Managed’, with 

improvements suggested to reach the next maturity 

level. Since then considerable work was completed 

and a follow-up desktop review concluded that the 

Audit Office’s internal audit maturity is now assessed 

as ‘Optimising’. 

The contract of the Audit Office’s internal audit 

service provider, O’Connor Marsden, ended late in 

2017. An open and competitive tender process to 

engage a new internal audit service provider was 

completed in 2017, with RSM appointed effective 23 

February 2018. The selection committee consisted of 

the Chief Audit Executive (CAE), Governance 

Manager and independent ARC member, John 

Gordon.  

Key ARC activities included: 

 reviewed the Internal Audit Charter and 

recommended its approval to the Auditor-

General. 

 reviewed and endorsed the annual internal audit 

plan (including the assurance map) and 

monitored its progress. 

 progress reviewed the results of final internal 

audit reports  

 monitored managements progress in 

implementing internal audit recommendations. 

See statistics below.  

 received certification from the CAE asserting to 

Internal Auditing Standards for the financial year 

2017/18 
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 held an ‘in camera’ meeting with the internal 

audit service provider and CAE 

 

External Audit 

Key ARC activities included: 

 supported the work associated with preparing 

and finalising the financial statements, including 

the ‘early close’ procedures 

 reviewed the management letter and ensured 

corrective action was established in a suitable 

action plan 

 held an ‘in camera’ meeting with the External 

Auditor 

The contract of the Audit Office’s external audit 

service provider, Lester Wills from Nexia Australia, 

ended following the 2017 year end. The ARC noted 

the appointment of Andrew Archer from Grant 

Thornton, effective 9 May 2018. The appointment is a 

statutory appointment, determined by NSW Treasury 

and approved by the Governor. 

 

Progress in Implementing Recommendations 

Progress continues in implementing 

recommendations from both Internal and External 

Auditors and various other independent reviews. This 

includes the Parliamentary Accounts Committee 

quadrennial review and the Australian Committee of 

Auditors-General peer review in 2017.  

Management continue to regularly monitor and are 

satisfied with the progress in implementing 

recommendations, with particular focus on high 

priority issues. The ARC reviews regular progress 

reports.  

 

 

 

External Accountability 

Financial reporting is considered reliable and 

materially accurate.  

 

Key ARC activities included: 

 reviewed and endorsed the External Auditor’s 

client service plan 

 reviewed the early close procedures and draft 

financial statements and recommended their 

signing to the Auditor-General 

 reviewed the annual Attestation Statement for 

Internal Audit and Risk Management and the 

CFO Certification consistent with NSW Treasury 

Policy TPP 17-06 

 reviewed the appropriateness of accounting and 

cash management policies and procedures 

 reviewed the processes in place designed to 

ensure that financial information included in the 

Audit Office’s annual report is consistent with the 

signed financial statements 

 reviewed financial reports at each quarterly 

meeting 

 satisfied itself that the Audit Office has a 

performance management framework that is 

linked to organisational objectives and outcomes 

 held several ‘in camera’ meetings with the 

Auditor-General and Deputy Auditor-General 

 

ARC EFFECTIVENSS 

A self-assessment was completed to evaluate the 

ARC’s performance during 2017/18.  It covers the 

ARC’s charter, roles & responsibilities, skills & 

experience, communications & reporting and meeting 

& administrative arrangements. The assessment was 

completed by all ARC members with the Auditor-

General, Deputy Auditor-General, CAE and 

Secretariat invited to participate in the questionnaire. 

 

Out of the 31 questions 100% were rated as ‘agree’ 

or ‘strongly agree’, confirming the ARC continues to 

perform well overall against the core responsibilities 

contained in its charter, and in the categories outlined 

above.  

 

The Audit Office is benefitting from a skilled and 

experienced membership that is suitably qualified and 

works in a collegiate fashion, as well as aided by the 

earnest support of the CAE, management, skilled 

internal and external Audit service providers and the 

secretariat function. 

 

CONTINUOUS IMPROVEMENT PRACTICES 

The philosophy of the ARC is that, as individuals and 

collectively, it can always seek to improve further as it 

develops its knowledge of the Audit Office. 

 

The ARC members are committed to remaining up-

to-date with developments concerning the NSW 

Public Sector relating to the Audit and Risk 

Committee’s responsibilities, together with significant 

compliance, strategic and operational matters 

affecting the Audit Office. 

 

OUTLOOK FOR 2017/18 

The rolling three-year and annual internal audit plan 

has been designed taking into consideration both the 

Audit Office’s strategic risks as well as current issues 

faced by the Audit Office. The organisation will 

continue to review the internal audit plan to ensure 

that it takes into account the changing environment 

and key aspects of the Audit Office’s operations. 

Accordingly, the revised assurance map and 2019-21 

strategic internal audit plan, incorporates the 2017-20 

corporate plan and strategic initiatives, the associated 

risks, as well as the transition of local government 

audits into business as usual. 
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Areas for the ARC to consider in 2018/19: 

 the implementation of the risk management 

framework and reporting system,  

 the Audit Office’s business continuity and 

disaster recovery planning and management 

process 

 the overall assurance plan incorporating the 

relationships between core assurance, risk and 

internal audit 

 continue reviewing the progress of implementing 

recommendations from internal and external 

reviews 

 the annual internal audit report containing an 

opinion on the Audit Office’s overall control 

framework considering the results of the 

individual internal audit engagements 

 the maturity of the Audit Office’s ERM framework 

 review a report on the internal audit quality 

assurance and improvement program including 

an assessment of the performance of the new 

internal audit service provider   

 

ACKNOWLEDGMENT 

 

The ARC would like to thank the ARC secretariat for 

their support and acknowledge the contributions of 

the Committee members, CAE, management and 

staff that regularly present and attend the meetings 

which have contributed to:    

 the annual review of the ARC and Internal Audit 

Charter 

 meeting the ARC annual reporting plan that is 

aligned with the requirements of TPP 15-03 

 ARC member only sessions to allow the ARC 

time to communicate without management 

present 

 attendance by representatives from internal and 

external audit and management including CAE/ 

CRO, CFO and CIO  

 quality agenda and briefing papers prepared and 

presented to the ARC on a timely basis, noting 

continued improvement 

 ARC papers distributed one week before and 

draft minutes circulated within two weeks after 

each ARC meeting, to all ARC meeting 

attendees 

 

FEEDBACK 

If you would like to provide any feedback on the Audit 

Office’s ARC report, please contact the secretariat, 

Paola Rigby at: 

 

The Audit Office of New South Wales 

Level 15, 1 Margaret St, Sydney 

GPO Box 12, Sydney, NSW 2001 

 

T              9275 7105 

E              paola.rigby@audit.nsw.gov.au 

W             www.audit.nsw.gov.au 

 

 

 

REPORT SUBMISSION 

 

 

 

 

 

---------------------------------------------------------------- 

Dianne Hill  

Audit Office Audit & Risk Committee Chair 

22 November 2018 


