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 employees celebrating winning a gold annual reporting award in 2024

Did you know?

The Audit Office aims to transparently report its performance each year through its 
annual report, and has been recognised by the Australasian Reporting Awards with 
a gold award for reporting excellence for 15 years in a row. 

Our 2017 annual report received an award for the ‘Report of the Year’ and in 2019 
we were awarded a Chairman's Commendation, acknowledging our long-term 
commitment to excellence in reporting. 

Other wins and nominations have been in categories such as governance, online 
reporting and WHS.
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Independent Auditor’s Report to the members of  
New South Wales Parliament

Financial report
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Independent Auditor’s Report 
To the Members of New South Wales Parliament  

Report on the audit of the financial report 

Opinion 

I have audited the financial report of the Audit Office of New South Wales (the Audit Office), which comprises the 
statement of financial position as at 30 June 2024, the statement of profit or loss and other comprehensive income, 
statement of changes in equity and statement of cash flows for the year then ended, and notes to the financial statements, 
including a summary of significant accounting policies, and the Auditor-General’s declaration. 

In my opinion, the accompanying financial report of the Audit Office is in accordance with the Government Sector Finance 
Act 2018 (GSF Act): 

a giving a true and fair view of the Audit Office’s financial position as at 30 June 2024 and of its performance for the 
year ended on that date; and  

b complying with Australian Accounting Standards, the GSF Act, the Government Sector Finance Regulation 2024 
and the Treasurer’s Directions. 

 

Basis for opinion 

I conducted the audit in accordance with Australian Auditing Standards. My responsibilities under those standards are 
further described in the Auditor’s Responsibilities for the Audit of the Financial Report section of this report. I am 
independent of the Audit Office in accordance with the ethical requirements of the Accounting Professional and Ethical 
Standards Board’s APES 110 Code of Ethics for Professional Accountants (including Independence Standards) (the 
Code) that are relevant to the audit of the financial report in Australia. I have also fulfilled my other ethical responsibilities 
in accordance with the Code.  

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my opinion. 
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Independent Auditor’s Report (continued)

years and countingyears and counting

Financial report

 

 

 

 
 

 

 

Information other than the financial report and auditor’s report thereon 

The Auditor-General is responsible for the other information. The other information comprises the information included in the 
Audit Office’s annual report for the year ended 30 June 2024, but does not include the financial report and my auditor’s report 
thereon.  

My opinion on the financial report does not cover the other information and accordingly I do not express any form of assurance 
conclusion thereon.  

In connection with the audit of the financial report, my responsibility is to read the other information and, in doing so, consider 
whether the other information is materially inconsistent with the financial report or my knowledge obtained in the audit or 
otherwise appears to be materially misstated.  

If, based on the work performed, I conclude that there is a material misstatement of this other information, I am required to 
report that fact. I have nothing to report in this regard.  

Responsibilities of the Auditor-General for the financial report  

The Auditor-General is responsible for the preparation of the financial report that gives a true and fair view in accordance with 
Australian Accounting Standards and the Government Sector Finance Act 2018. The Auditor-General’s responsibility also 
includes such internal control as the Auditor-General determine is necessary to enable the preparation of the financial report 
that gives a true and fair view and is free from material misstatement, whether due to fraud or error.  

In preparing the financial report, the Auditor-General is responsible for assessing the Audit Office’s ability to continue as a 
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting 
unless the Audit Office ceases operations or is dissolved by an Act of Parliament.  

Auditor’s responsibilities for the audit of the financial report  

My objectives are to obtain reasonable assurance about whether the financial report as a whole is free from material 
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes my opinion. Reasonable assurance 
is a high level of assurance, but is not a guarantee that an audit conducted in accordance with the Australian Auditing 
Standards will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are 
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions 
of users taken on the basis of this financial report.  

A further description of my responsibilities for the audit of the financial report is located at the Auditing and Assurance 
Standards Board website at: http://www.auasb.gov.au/auditors_responsibilities/ar4.pdf. This description forms part of my 
auditor’s report. 

 

Grant Thornton Audit Pty Ltd 
Chartered Accountants 

 

M A Adam-Smith 
Partner – Audit & Assurance 

Sydney, 12 September 2024 
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Statement by the Auditor-General for  
New South Wales 

for the year ended 30 June 2024

Financial report

Under section 7.6(4) of the Government Sector Finance Act 2018 (GSF Act), I state that, in my opinion, the accompanying financial statements 
and notes thereto for the year ended 30 June 2024:

	• have been prepared in accordance with the Australian Accounting Standards, the GSF Act, the Government Sector Finance Regulation 
2024 and the Treasurer’s Directions, and

	• present fairly the financial position of the Audit Office of New South Wales as at 30 June 2024 and its financial performance and cash flows 
for the period then ended.

Bola Oyetunji 
Auditor-General for New South Wales

Sydney, 12 September 2024
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Statement of comprehensive income
for the year ended 30 June 2024  

Financial report

Notes

2023–24 
Actual 
$’000

2023–24 
Budget 

$’000

2022–23 
Actual 
$’000

Revenue

Rendering of services C1  68,214  66,046  62,194 

NSW government contributions C1 13,974  13,974  13,405 

Acceptance by the Crown of employee benefits and other liabilities C1 57  57  56 

Other revenue C1 757  594  812 

Total revenue  83,002  80,671  76,467 

Expenses

Employee-related expenses C2  51,079  50,288  46,077 

Operating expenses C3  30,488  29,287  26,562 

Depreciation and amortisation C4  2,960  2,692  2,505 

Loss on disposal of assets  14  –  2 

Finance costs E2.1  315  193  223 

Total expenses  84,856  82,460  75,369 

Net result  (1,854)  (1,789)  1,098 

Other comprehensive income  – – –

Total comprehensive (loss)/income  (1,854)  (1,789)  1,098 

The accompanying notes form part of these financial statements.
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Statement of financial position 
as at 30 June 2024

Financial report

Notes

2023–24 
Actual 
$’000

2023–24 
Budget 

$’000

2022–23 
Actual 
$’000

Assets

Current assets

Cash and cash equivalents D1  12,670  12,613  15,094 

Receivables D2  9,225  7,765  7,351 

Work in progress D3  1,297  1,153  1,908 

Other current assets D4  8,558  8,006  8,006 

Total current assets  31,750  29,537  32,359 

Non-current assets

Right-of-use assets D5  8,060  7,720  9,237 

Property, plant and equipment D6  3,069  3,510  3,770 

Intangible assets D6  1,348  2,116  1,205 

Other non-current assets D4  952  790  790 

Total non-current assets  13,429  14,136  15,002 

Total assets  45,179  43,673  47,361 

Liabilities

Current liabilities

Payables E1  2,979  3,282  3,528 

Borrowings E2  1,612  1,729  1,698 

Provisions E3  13,593  12,634  12,634 

Contract liabilities E3.2  90  298  298 

Total current liabilities  18,274  17,943  18,158 

Non-current liabilities

Borrowings E2  7,937  6,984  8,575 

Provisions E3  1,825  1,630  1,631 

Total non-current liabilities  9,762  8,614  10,206 

Total liabilities  28,036  26,557  28,364 

Net assets  17,143  17,116  18,997 

Equity

Accumulated funds  17,143  17,116  18,997 

Total equity  17,143  17,116  18,997 

The accompanying notes form part of these financial statements.
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Statement of changes in equity 
for the year ended 30 June 2024

Financial report

Notes

Accumulated 
funds 

Actual 

$’000

Balance at 1 July 2022  17,899 

Net result for the year  1,098 

Other comprehensive income –

Total comprehensive income for the year  1,098 

Transactions with owners in their capacity as owners –

Balance at 30 June 2023  18,997 

Balance at 1 July 2023  18,997 

Net result for the year  (1,854)

Other comprehensive income –

Total comprehensive loss for the year  (1,854)

Transactions with owners in their capacity as owners –

Balance at 30 June 2024  17,143 

The accompanying notes form part of these financial statements.
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Statement of cash flows 
for the year ended 30 June 2024

Financial report

Notes

2023–24 
Actual 
$’000

2023–24 
Budget 

$’000

2022–23 
Actual 
$’000

Cash flows from operating activities

Receipts

Rendering of services and government contributions 90,774  78,766 82,997

Interest received 614  203 458

Other 143  1,645 351

Total receipts 91,531  80,614 83,806

Payments

Employee-related  (51,517)  (50,171)  (44,672)

Payments to Audit Service Providers  (19,947)  (19,541)  (16,963)

Suppliers for goods and services  (19,911)  (9,539)  (17,630)

Finance costs  (315)  (176)  (223)

Total payments  (91,690)  (79,427)  (79,488)

Net cash flows from operating activities D1.1  (159)  1,187  4,318 

Cash flows from investing activities

Purchases of property, plant and equipment  (149)  (1,110)  (1,266)

Purchases of intangible assets  (418)  (1,110)  (564)

Net cash flows used in investing activities  (567)  (2,220)  (1,830)

Cash flows from financing activities

Payment of principal portion of lease liability  (1,698)  (1,448)  (1,621)

Net cash flows used in financing activities  (1,698)  (1,448)  (1,621)

Net (decrease)/ increase in cash  (2,424)  (2,481)  867 

Opening cash and cash equivalents  15,094  15,094  14,227 

Closing cash and cash equivalents D1  12,670  12,613  15,094 

The accompanying notes form part of these financial statements.
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Section 1:  
Basis of preparation and material changes
Notes to and forming part of the financial statements for the year ended 30 June 2024

Financial report

A1 Reporting entity information

The Audit Office of New South Wales (the Audit Office) is a NSW 
government entity, established under the Government Sector Audit 
Act 1983 and is controlled by the State of New South Wales, which is 
the ultimate parent. The Audit Office conducts audits for the Auditor-
General for New South Wales (the Auditor-General). The Auditor-
General helps parliament hold government accountable for its use 
of government resources. The Audit Office is a not-for-profit entity as 
profit is not its principal objective.

The Audit Office carries out its functions through the 'Audit Office 
Working Account' that has been established within the Special 
Deposits Account. This account was established in accordance 
with section 4.17 of the Government Sector Finance Act 2018. 
The instrument that establishes the working account allows for all 
money received by the Audit Office to be paid into the account. The 
instrument also authorises the Auditor-General to make payments 
from the account related to the exercise of the Audit Office's 
functions, including applicable taxes and capital expenditure.

These financial statements for the year ended 30 June 2024 
have been authorised for issue by the Auditor-General on                                  
12 September 2024.

A2 Basis of preparation

The Audit Office's financial statements are general purpose financial 
statements which have been prepared on an accrual basis and in 
accordance with:

	• applicable Australian Accounting Standards (AAS) (which include 
Australian Accounting Interpretations)

	• the requirements of the Government Sector Finance Act 2018 
(GSF Act)

	• Government Sector Finance Regulation 2024
	• Treasurer's Directions issued under the GSF Act.

Property, plant and equipment and certain financial assets and 
liabilities are measured using the fair value basis. Other financial 
statement items are prepared in accordance with the historical cost 
convention except where specified otherwise.

All amounts are rounded to the nearest one thousand dollars (unless 
otherwise stated) and expressed in Australian currency.

A3 Going concern

Notwithstanding the total comprehensive loss for the year of $1.9 
million, as at 30 June 2024, the Audit Office had a net asset position 
of $17.1 million (net asset position of $19 million at 30 June 2023). 
The assumption that the Audit Office is a going concern is considered 
to be appropriate. The Audit Office's current ratio (solvency) is 1.74 
at 30 June 2024 (1.78 at 30 June 2023). The Audit Office has access 
to the NSW Government's overdraft facility, should it require short-
term liquidity to pay its debts as and when they fall due.

A4 Significant accounting judgements, estimates 
and assumptions

The significant judgements, key assumptions and estimates we have 
made in preparing these financial statements are listed below. For 
more details, refer to the relevant notes.

A5 Statement of compliance

The financial statements and notes comply with Australian 
Accounting Standards, which include Australian Accounting 
Interpretations.

A6 Comparative information

Where necessary, comparative information is reclassified and 
repositioned to be consistent with current year disclosures except 
when an Australian Accounting Standard permits or requires 
otherwise.

A7 Accounting for the Goods and Services Tax 
(GST)

Income, expenses and assets are recognised net of the amount of 
GST except for:

	• the amount of GST incurred as a purchaser that is not 

Note Item Key judgement/estimate

C1 Revenue We exercised judgement in recognising 
revenue over time, based on the actual 
costs of fulfilling our performance 
obligations related to providing audit 
services to auditees.

D2 Receivables We exercised judgement in assessing 
the expected credit losses (asset 
impairment).

D3 Work in 
progress 
(Contract 
assets)

We exercised judgement in assessing 
the expected credit losses (asset 
impairment) from time worked on 
audit assignments that may not be 
recoverable. 

D5 Right-of-use 
assets

We exercised judgement in determining 
the useful life of the Audit Office's right- 
of-use asset, the lease term, the Audit 
Office's incremental borrowing rate, and 
whether the asset is impaired at the 
reporting date.

D6 Property, 
plant and 
equipment 
and 
intangible 
assets

We exercised judgement in determining 
the useful lives of all assets currently 
held and in use. We have also concluded 
that the written down value of physical 
assets approximates to their fair value.

E2 Lease 
liabilities 

We exercised judgement in determining 
the useful life of the Audit Office's right-of 
-use asset, the lease term and the Audit 
Office's incremental borrowing rate.

E3 Employee 
provisions

We made assumptions about the 
expected tenure of existing staff, 
patterns of leave claims and payouts, 
future salary movements and current 
discount rates in measuring employee 
liabilities.

F2 Financial 
instruments

We recognised the Audit Office's 
financial instruments at amortised cost 
because we believe it approximates their 
fair value because of their short-term 
nature.
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Section 1: Basis of preparation and material significant changes (continued) Financial report

recoverable from the Australian Taxation Office (ATO), which is 
recognised as part of the cost of acquisition of an asset or as 
part of an item of expense

	• receivables and payables which are stated with the amount of 
GST included.

The statement of cash flows reports cash movements on a gross 
basis. However, the GST components of cash flows arising from 
investing and financing activities that are recoverable from, or 
payable to, the ATO are classified as operating cash flows.

A8 New Australian Accounting Standards

(i) Changes in Australian Accounting Standards, including new or 
revised standards

During the year, several amendments applied for the first time. The 
amendments do not impact the preparation of the Audit Office's 
financial statements.

AASB 2020-6 'Amendments to Australian Accounting Standards - 
Classification of Liabilities as Current or Non-current - Deferral of 
Effective Date' defers the mandatory effective date of amendments 
that were originally made in AASB 2020-1 so that the amendments 
are required to be applied for annual reporting periods beginning on 
or after 1 January 2023 instead of 1 January 2022. The amendment 
does not have a material impact on the Audit Office's financial 
statements.

AASB 2021-2 'Amendments to Australian Accounting Standards 
- Disclosure of Accounting Policies and Definition of Accounting 
Estimates' came into effect for reporting periods beginning on or 
after 1 January 2023. The standard amends AASB 7, AASB 101, 
AASB 108, AASB 134 and AASB Practice Statement 2 Making 
Materiality Judgements. Aside from the changes to AASB 101, these 
relate to general amendments that are narrow-scope changes to 
update, simplify or clarify sections and wording of the standards. 
None of these have a material impact on the Audit Office's financial 
statements.

The amendment to AASB 101 'Presentation of Financial 
Statements' requires entities to disclose their material accounting 
policy information rather than their significant accounting policies. 
Accounting policy information is material if, when considered together 
with other information included in an entity’s financial statements, it 
can reasonably be expected to influence decisions that the primary 
users of general purpose financial statements make on the basis 
of those financial statements. We consider most of the accounting 
policies disclosed in the Audit Office's previous financial statements 
to be material and therefore this standard has not resulted in material 
changes to the Audit Office's financial statements.

AASB 2021-6 'Amendments to Australian Accounting Standards 
- Disclosure of Accounting Policies: Tier 2 and other Australian 
Accounting Standards' applies to annual periods beginning on or 
after 1 January 2023. The standard amends ' AASB 1049 Whole of 
Government Sector Reporting', 'AASB 1054 Australian Additional 
Disclosures' and 'AASB 1060 General Purpose Financial Statements 
- Simplified Disclosures for For-Profit and Not-for-Profit Tier 2 
Entities' to require entities to disclose their material accounting 
policy information rather than their material accounting policies and 
to clarify that information about measurement bases for financial 
instruments is expected to be material to an entity's financial 
statements. This amendment is not applicable to the Audit Office 
as TPG 24-06 mandates that all GSF agencies must apply Tier 1 
reporting requirements.

AASB 2022-1 'Amendments to Australian Accounting Standards - 
Initial application of AASB 17 and AASB 9 - Comparative Information 
applies to annual periods beginning on or after 1 January 2023. 
The standard adds a transition option referred to as 'a classification 
overlay' relating to comparative information about financial assets 
presented on initial application of AASB 17 and AASB 9 'Financial 
Instruments'. The standard does not have a material impact on the 
Audit Office's financial statements.

AASB 2022-7 'Editorial Corrections to Australian Accounting 
Standards and Repeal of Superseded and Redundant Standards' 
comes into effect for reporting periods beginning on or after 1 
January 2023. AASB 2022-7 makes editorial corrections to AASB 
7 'Financial Instruments: Disclosures', AASB 116 'Property, Plant 
and Equipment', AASB 124 'Related Party Disclosures', AASB 128 
'Investments in Associates and Joint Ventures', AASB 134 'Interim 
Financial Reporting', AASB 1054 'Australian Additional Disclosures' 
and AASB 'Practice Statement 2 Making Materiality Judgements'. 
The amendments do not change the requirements of Australian 
Accounting Standards and does not have a material impact on the 
Audit Office's financial statements.

AASB 2022-8 'Amendments to Australian Accounting Standards - 
Insurance Contracts: Consequential Amendments' makes temporary 
consequential amendments to various Accounting Standards to 
permit public sector entities to continue to apply AASB 4 'Insurance 
Contracts' and AASB 1023 'General Insurance Contracts' to reporting 
periods beginning on or after 1 January 2023. The amendment does 
not have a material impact on the Audit Office's financial statements.

(ii) New Australian Accounting Standards issued but not yet effective

AASB 2020-1 'Amendments to Australian Accounting Standards - 
Classification of Liabilities as Current or Non-current' comes into 
effect for reporting periods beginning on or after 1 January 2023, as 
determined in AASB 2020-6 'Amendments to Australian Accounting 
Standards - Classification of Liabilities as Current or Non-current - 
Deferral of Effective Date'. The standard amends AASB 101 to clarify 
requirements for the presentation of liabilities in the statement of 
financial position as current or non-current. Under this standard, a 
liability will be classified as non-current if an entity has the right at the 
end of the reporting period to defer settlement for at least 12 months 
after the reporting period. 

AASB 2022-6 'Amendments to Australian Accounting Standards - 
Non-current Liabilities with Covenants' specified that only covenants 
with which an entity must comply on or before the reporting date 
affect the classification of a liability as current or non-current. AASB 
2022-6 further defers the mandatory effective date of amendments 
that were originally made in AASB 2020-1 and AASB 2020-6 
so that the amendments are required to be applied for annual 
reporting periods beginning on or after 1 January 2024 instead of                            
1 January 2023.

We have assessed all Audit Office liabilities that are classified 
as current to be absent of a right to defer settlement for at least                  
12 months after the reporting period.

AASB 17 'Insurance Contracts' comes into effect for reporting 
periods beginning on or after 1 January 2023. The standard 
supersedes AASB 4 'Insurance Contracts'. The standard does not 
apply to the preparation of the Audit Office's financial statements.

AASB 2022-9 'Amendments to Australian Accounting Standards 
- Insurance Contracts in the Public Sector' makes public-sector-
specific modifications to AASB 17 and defers its application for public 
sector entities to 1 July 2026.

AASB 2022-10 'Amendments to Australian Accounting Standards 
- Fair Value Measurement of Non-Financial Assets of Not-for-
Profit Public Sector Entities' comes into effect for reporting periods 
beginning on or after 1 January 2024. AASB 2022-10 amends AASB 
13 'Fair Value Measurement' to modify the application of AASB 
13 in relation to non-financial assets of NFP public sector entities 
not held primarily for their ability to generate net cash inflows. 
This amendment will not have a material impact on future financial 
statements.

AASB 2022-5 'Amendments to Australian Accounting Standards 
- Lease Liability in a Sale and Leaseback' comes into effect 
for reporting periods beginning on or after 1 January 2024.                   
The Standard amends AASB 16 to add subsequent measurement 
requirements for sale and leaseback transactions that satisfy the 
requirements in AASB 15 'Revenue from Contracts with Customers' 
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Section 1: Basis of preparation and material significant changes (continued) Financial report

to be accounted for as a sale. This amendment is not considered to 
be applicable to the Audit office and therefore will not have a material 
impact on future financial statements.

AASB 2023-1 'Amendments to Australian Accounting Standards - 
Supplier Finance Arrangements' and AASB 2024-1 'Amendments to 
Australian Accounting Standards - Supplier Finance Arrangements: 
Tier 2 Disclosures' come into effect for reporting periods on or 
after 1 January 2024. The standards require an entity to provide 
additional disclosures about its supplier finance arrangements. 
The amendments will not have a material impact on future financial 
statements.

AASB 2023-3 'Amendments to Australian Accounting Standards - 
Disclosure of Non-current Liabilities with Covenants: Tier 2' comes 
into effect for reporting periods beginning on or after 1 January 
2024. The standard amends AASB 1060 'General Purpose Financial 
Statements - Simplified Disclosures for For-Profit and Not-for-Profit 
Tier 2 Entities' to clarify the criteria for classifying a liability as current 
or non-current and improve the information disclosed in financial 
statements about certain non-current liabilities with covenants. 
This amendment is not applicable to the Audit Office as TPG 24-
06 mandates that all GSF agencies must apply Tier 1 reporting 
requirements.

AASB 2023-5 Amendments to Australian Accounting Standards 
- Lack of Exchangeability applies to annual periods on or after 1 
January 2025. The Amendment will not have a material impact on 
future financial statements.

As a broad principle, NSW public sector entities are not permitted 
to early adopt new Australian Accounting Standards, unless NSW 
Treasury determines otherwise.

A9 Events after the reporting period

There were no events subsequent to reporting date that require 
disclosure in the financial statements.



81Audit Office of New South Wales | Annual Report 2023–24years and countingyears and counting

Section 2: 
Budget review

Notes to and forming part of the financial statements for the year ended 30 June 2024

Financial report

The budgeted amounts are drawn from the original budgeted financial statements presented to Parliament. Other amendments made to the 
budget are not reflected in the budgeted amounts. Major variances between the original budgeted amounts and the actual amounts disclosed in 
the primary financial statements are explained below.

B1 Budget review

Net result

The net loss of $1.9 million was in line with the budgeted loss.

Total revenue was $2.3 million higher than budget largely because of a concerted effort to conduct timelier audits by bringing forward audit 
procedures before year-end. The other main reasons for the variance were the first time application of the revised auditing standard ASA 315 
Identifying and Assessing the Risks of Material Misstatement, which resulted in additional audit work, audit scope variations, and fee increases 
associated with audits delivered by Audit Service Providers (ASPs). 

Total expenditure was $2.4 million higher than budget largely due to employing more financial audit staff to deliver timelier audits, cost increases 
following the appointment of audit firms as ASPs through open tender processes, and higher depreciation expense resulting from an adjustment 
to the Audit Office's right-of-use asset.

Assets and liabilities

The Audit Office's total current assets of $31.8 million at 30 June 2024 was $2.3 million higher than the budgeted position of $29.5 million. This 
variance is due to having a higher receivables balance and an increase in the actuarially assessed long service leave liability (which increased 
the right to be reimbursed from the Crown). The entire receivables balance is expected to be recovered.

The Audit Office's total non-current assets was $0.7 million lower than budget because of an underspend on the Audit Office's capital program 
and the adjustment to the right-of-use asset.

The Audit Office's total current liabilities was $0.3 million higher than budget largely due to an increase in the Audit Office's annual leave and 
long service leave liabilities. The long service liability is actuarially assessed each year and can change depending on the actuarial assumptions, 
such as the discount rate.

The Audit Office's total non-current liabilities of $9.8 million was $1.1 million higher than budget mainly due to the adjustment to the lease  
liability balance.

Cash flows

Net cash flows from operating activities was $1.3 million lower than budget largely because of a higher receivables balance at year-end. 

The Audit Office's net cash outflow from investing activities was significantly less than budget because of an underspend on the capital program. 
A portion of the planned spend has been deferred to 2024–25.



82Audit Office of New South Wales | Annual Report 2023–24years and countingyears and counting

Section 3:
Our financial performance

Notes to and forming part of the financial statements for the year ended 30 June 2024

Financial report

This section outlines the major areas of revenue and expenditure incurred by the Audit Office in the course of its normal operating activities.

C1 Revenue

Recognition and measurement

The Audit Office's income is recognised in accordance with the requirements 
of either AASB 15 'Revenue from Contracts with Customers' or AASB 1058 
'Income of Not-for-Profit Entities', dependent on whether there is a contract with 
a customer defined by AASB 15 'Revenue from Contracts with Customers'.

Comments regarding the accounting policies for the recognition of income are 
discussed below.

2024 
$’000

2023 
$’000

(a) Rendering of services

Audit fee revenue from NSW government agency audits and other assurance engagements  42,303  40,909 

Audit fee revenue from university audits and other assurance engagements  6,727  6,000 

Audit fee revenue from local government entity audits and other assurance engagements  19,184  15,285 

68,214  62,194 

(b) NSW government contributions

Funding for performance audits and compliance reviews  9,384  9,028 

Funding for the Auditor-General's Report to Parliament  3,336  3,177 

Funding to develop data analytics capability  1,254  1,200 

 13,974  13,405 

(c) Other revenue

Interest income  614  458 

Recoupment of salaries and on-costs from staff secondments  39  309 

Grant funding – Twinning support to the Office of the Auditor-General Solomon Islands –  3 

Other  104  42 

 757  811 

(d) Acceptance by the Crown of employee benefits and other liabilities

Superannuation – defined benefit  57  56 

2023 
'000

Local Government                      
entity audits $15,285 (24%)

University audits  
$6,000 (10%)

NSW Government agency 
audits $40,909 (66%)

Local Government entity audits 
$19,184 (28%)

University audits  
$6,727 (10%)

NSW Government agency 
audits $42,303 (62%)

Key judgements/estimates - Revenue

We have determined that the performance obligation of delivering an audit 
is satisfied over time and not at a point in time. This is because an auditee 
simultaneously receives and consumes the benefits of the audit services. The 
conduct of an audit and related work does not create an asset with an alternative 
use to the Audit Office. The Audit Office also has an enforceable right to 
payment for work completed to date, as both the Government Sector Audit Act 
1983 and the Local Government Act 1993 provide a legal basis to recover the 
cost of conducting audits of state, university and local government entities.

We have also determined the basis for recognising revenue over time is the 
same across all audit engagements. This is because all audits are priced on a 
cost recovery basis.

2024 
'000



83years and countingyears and counting Audit Office of New South Wales | Annual Report 2023–24

Section 3: Our financial performance (continued) Financial report

(i) Rendering of services - audit fee revenue

According to AASB 15 Revenue from Contracts with Customers, an entity must recognise revenue once it has satisfied a performance 
obligation. The Audit Office recognises audit fee revenue over time (as opposed to at a point in time).

In measuring the value of revenue (the transaction price), we apply the input methods approach under AASB 15. Revenue is recognised on the 
basis of actual time spent on an audit multiplied by the approved hourly charge-out rates, and all direct costs such as costs incurred by ASPs 
for audits resourced with an ASP. An adjustment is made for any expected credit loss. Actual revenue on an audit is generally capped at the 
estimated fee quoted in the Annual Engagement Plan, unless there is an overrun that we believe is recoverable from the auditee. This approach 
is applied consistently across all audit engagements.

Auditees are invoiced progressively throughout the audit on 14-day terms.

(ii) NSW government contributions

Revenue from the NSW Government is based on an agreed amount set through the annual State Budget process. The Audit Office recognises 
this revenue immediately upon receipt under AASB 1058 because there are no sufficiently specific performance obligations.

(iii) Recoupment of salaries and oncosts

From time to time, the Audit Office enters into secondment arrangements with other NSW public sector agencies, professional services firms 
and other organisations. In return for seconding staff, the Audit Office seeks to recover the salary and related oncosts from these organisations 
on a cost recovery basis. Revenue from seconding staff is recognised over time by reference to days worked and the agreed daily/hourly rate.

C2 Employee-related expenses

The Audit Office's employee related expenses for the year totalled $51,079,000 (2023: $46,077,000). The chart below shows the split between 
the major components.

The Audit Office capitalised $32,426 of employee related expenses as an asset during the year (2023: $14,479). This relates to time worked on 
the Audit Software Project.

C2.1 Key management personnel remuneration

We have determined that members of the Office Executive are key management personnel (KMP) of the Audit Office. The Office Executive is 
made up of the Auditor-General, the deputy auditor-general, the four assistant auditors-general, the executive director, finance and performance 
(CFO), executive director, corporate, experience and strategy, and executive director, professional services. We believe they have the authority 
and responsibility for planning, directing and controlling the activities of the Audit Office.

The Audit Office's key management personnel compensation is as follows:

The Audit Office did not enter into any material transactions with key management personnel, their close family members or entities they 
controlled or jointly controlled during the year.

$42,656

$38,854

$64

$4,437

$1,118
$2,567

$237$61

$3,870
$1,041 $2,024

$227

$'000

2024

2023

Salaries and wages 
(including annual leave)

Superannuation – defined 
benefit plans

Superannuation – defined 
contribution plans

Long service leave Payroll Tax Other

2024 
$’000

2023 
$’000

Short-term employee benefits:

  Salaries  3,180  2,917 

Other long-term employee benefits  148  113 

Post-employment benefits  308  255 

Total remuneration  3,636  3,285 
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C3 Operating expenses

The Audit Office's operating expense for the year totalled 
$30,488,000 (2023: $26,562,000). The chart below shows the split 
between the major components of our expenditure.

C4 Depreciation and amortisation

The Audit Office's depreciation and amortisation expenses for the 
year totalled $2,960,000 (2023: $2,505,000). The chart below shows 
the split between the major components.

The Auditor-General resources a number of financial audits with 
private sector audit firms. These firms are appointed as audit           
service providers.

Software 
maintenance  
and licence fees

$1,970

$1,734

$2,150

$1,561

Other 
contractors

$858

$572
Travel costs

$1,116

$909

Staff 
development  
and training

$1,082

$956

Technology 
infrastructure  
costs

$178

$83
Consultants

$459

$469

Occupancy 
costs

$20,027

$17,226

Audit Service 
Providers

$1,207

$1,728

Fees for services 
rendered

$1,441

$1,190

Other operating 
expenses

* 	 Plant and equipment is comprised of computer equipment, and furniture and fittings.

Amortisation 
– Leasehold 

Improvements

Depreciation –  
Right-of-use assets

Depreciation – 
Plant and equipment

Amortisation – 
Intangible assets

$'000

2024

2023

$385$339 $451 $390

$1,849

$275 $258

$1,159

$'000

2024

2023
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Section 4: 
Our assets

Notes to and forming part of the financial statements for the year ended 30 June 2024

Financial report

The Audit Office's assets are resources it controls as a result of past events and from which it expects to obtain future economic benefits. 
Assets comprise cash at bank, receivables, other assets (work in progress and Crown reimbursement), right-of-use assets, property, plant and 
equipment and intangibles.

D1 Current assets - cash and cash equivalents

Cash comprises cash at bank within the NSW Treasury Banking System.

For the purposes of the statement of cash flows, cash and cash equivalents only includes cash at bank. The Audit Office does not hold cash on 
hand.

The Audit Office carries out its functions through the 'Audit Office Working Account' that has been established within the Special Deposits 
Account. This account was established in accordance with section 4.17 of the GSF Act. The instrument that establishes the working account 
allows for all money received by the Audit Office to be paid into the account. The instrument also authorises the Auditor-General to make 
payments from the account related to the exercise of the Audit Office's functions, including applicable taxes and capital expenditure.

The Audit Office has a credit card facility of $800,000 (2023: $800,000) and we have used $143,000 (2023: $108,000) of the facility at reporting 
date. 

Risk - Interest rate risk

The Audit Office's exposure to interest rate risk arises primarily through its cash at bank. It does not hold any other interest bearing financial 
assets or liabilities.

Risk - Liquidity risk

Liquidity risk is the risk that an entity will be unable to meet its payment obligations when they fall due. The Audit Office continuously manages 
its liquidity risk through monitoring future cash flows, timely invoicing for services rendered and regular follow up of outstanding receivables. The 
cash position throughout the year has been consistently adequate, similar to the previous year, to meet all liquidity requirements.

D1.1 Reconciliation of cash flows from operating activities to net results

Reconciliation of cash flows from operating activities to the net result as reported in the statement of comprehensive income

2024 
$’000

2023 
$’000

Cash at bank 12,670 15,094

2024 
$’000

2023 
$’000

Net cash (used on)/from operating activities (159) 4,318

Depreciation and amortisation (2,960) (2,505)

Plant and equipment write-offs (14) (2)

Finance costs (315) (223)

Impairment (losses)/gains on assets (29)   91

Increase in provisions (1,111) (2,091)

Increase in receivables and other assets 1,977 3,104

Decrease/(Increase) in creditors 549 (1,296)

Decrease/(Increase) in contract liabilities 208 (298)

Net result (1,854) 1,098
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Recognition and measurement

Receivables are initially recognised at fair value based on the original invoice amount. Receivables are due for settlement within 14 days from 
the date of issuing the invoice.

Because the Audit Office holds receivables with the objective of collecting the contractual cash flows, we subsequently measure receivables 
under AASB 9 Financial Instruments at amortised cost using the effective interest method, less any impairment. Since the receivables are also 
short-term in nature, the invoice amount is considered to be the amortised cost as the effect of discounting is immaterial.

Impairment of financial assets

When there is objective evidence that the Audit Office will not collect receivable amounts owing, we recognise an allowance for expected credit 
losses (ECLs). ECLs are based on the difference between the contractual cash flows and the cash flows we expect to receive, discounted at the 
original effective interest rate.

In accordance with NSW Treasury mandate, the Audit Office:

	• applies a simplified approach in calculating ECLs
	• uses the practical expedient of a provision matrix available under AASB 9 Financial Instruments.

The provision matrix is based on historical credit loss experience, subsequently adjusted for forward looking factors specific to the balance.
When an ECL is recognised, the loss is recorded in the net result for the year. Where there is objective evidence of recovering an ECL, the 
reversal of the ECL is also recognised through the net result for the year.

Risk

Receivables - trade debtors

Credit risk is the risk of financial loss arising from a debtor defaulting on their contractual obligation, resulting in a financial loss to the Audit 
Office. This amount is equal to the total amount of receivables of $7,751,000 (2023: $6,058,000) and amounts recorded in WIP of $1,297,000 
(2023: $1,908,000).The Audit Office does not hold any collateral.

The Audit Office is not materially exposed to any concentrations of credit risk to a single debtor or group of debtors. We have policies and 
procedures in place to recover outstanding amounts in a timely manner. Most of our debtors are government departments, statutory authorities, 
universities and their controlled entities, and local councils who are all legislatively bound to pay for our audit services.

2024 
$’000

2023 
$’000

Audits and other assurance services  7,751 6,058

Less: Allowance for expected credit losses – –

Total receivables 7,751 6,058

Prepayments  1,474 1,293

Total current receivables 9,225 7,351

D2 Current assets - receivables

Key judgements/estimates - Receivables

The carrying value of the Audit Office's receivables approximates 
its fair value because of the short-term nature of this financial 
asset.

The Audit Office has no expected credit losses (ECLs) for 
receivables as at 30 June 2024 because we believe all outstanding 
receivables are recoverable (2023: Nil). We take this position 
because all amounts owing are bound by engagement terms with 
our auditees, and we also have a legal right to recover the cost of 
our audit work. In the last five years, we have not written off any 
receivables.

The ageing profile of our debtors is shown in the chart on the left. 
As at 30 June 2024, $27,000 of receivables were older than three 
months (2023: Nil).* 	 The ageing analysis excludes statutory receivables, as these are not within the scope 

AASB 7 and excludes receivables that are not past due and not impaired. Therefore, 
the total will not reconcile to the receivables total recognised in the statement of 
financial position.

Less than 3 months 
overdue

3–6 months overdue More than 6 months 
overdue

$'000

2024

2023

$571

$70 $– $– $27 $–
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D3 Work in progress (contract assets)

D4 Current/non-current assets - other

Recognition and measurement

Work in progress (WIP) represents work performed on audit engagements, where the Audit Office has not yet invoiced the auditees. This is 
largely made up of staff charges and work performed by ASPs. Staff charges are based on hours recorded against each audit multiplied by the 
approved hourly charge out rate. The Audit Office has a legally enforceable right to invoice for completed work.

The Audit Office assesses WIP for impairment annually to ensure it is not carried at an amount in excess of its recoverable amount. A provision is 
raised when there is objective evidence that WIP may not be fully recoverable.

Risk

Credit Risk - We believe the Audit Office is exposed to minimal credit risk. The maximum exposure arises from an auditee defaulting on the 
amount due to the Audit Office, and the amount recorded as WIP.

Our audit directors closely review and monitor WIP on a monthly basis. WIP is also regularly monitored by the financial audit branch executive.

The 'Crown Acceptance of Long Service Leave Liability' represents the Audit Office's right to reimbursement for long service leave owed to 
employees from the Crown in the right of the state of New South Wales (the Crown).

D5 Right-of-use assets

2024 
$’000

2023 
$’000

Work in progress – unbilled charges on audit engagements  1,985  2,567 

Less: Impairment allowance for unrecoverable work in progress (688) (659)

 1,297  1,908 

2024 
$’000

2023 
$’000

Crown acceptance of long service leave liability – current  8,558  8,006 

Crown acceptance of long service leave liability – non-current  952  790 

 9,510  8,796 

2024 
$’000

2023 
$’000

Balance at 1 July  9,237  10,756 

Additions  672 –

Depreciation expense  (1,849)  (1,519)

Net carrying amount  8,060  9,237 

Net carrying amount represented by:

Cost (gross carrying amount)  15,857  15,186 

Accumulated depreciation (7,797)  (5,949)

Net carrying amount  8,060  9,237 

Key judgements/estimates - WIP

We have reviewed WIP (unbilled staff charges and disbursements) on each engagement to assess its recoverability at reporting date. The figure 
recognised in the financial statements is net of any charge or disbursement we believe may not be recoverable.

In assessing the recoverability of WIP, we take into consideration a range of factors such as: the remaining budget versus forecasted effort to 
complete audit engagements; the historical cost for recurring audit engagements; historical write offs; audit inefficiencies; scope variations; and 
the potential to recover scope variations through additional fees.
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Recognition and measurement - right-of-use assets 

Acquisition

The Audit Office assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract conveys the right to control the 
use of an identified asset for a period of time in exchange for consideration. This ensures compliance with AASB 16 Leases, which requires a 
lessee to recognise a right-of-use asset for most leases.

The Audit Office recognises new right-of-use assets at the inception of the lease (most commonly when the underlying asset is available for 
use). Right-of-use assets are initially measured by reference to the initial measurement of the lease liability, and then adjusted for any lease 
payments made at or before the commencement date in addition to lease incentives, any initial direct costs incurred, and estimated costs of 
dismantling and removing the asset or restoring the site. Right-of-use assets are subsequently measured at cost.

The lease liability is measured at the present value of the future lease payments, discounted using the interest rate implicit in the lease, or the 
Audit Office's incremental borrowing rate if the interest rate implicit in the lease cannot be readily determined.

The Audit Office has elected to recognise payments for short-term and low value leases as expenses on a straight-line basis, instead of 
recognising a right-of-use asset and lease liability. Short-term leases are leases with a lease term of 12 months or less. Low value leases are 
those for assets with a fair value of $10,000 or less when new.

In accordance with NSW Treasury's mandate, the Audit Office does not apply AASB 16 to the lease of intangible assets.

In the current financial year, the right-of-use asset was increased by $672,267 and the lease liability by $679,014. The adjustments to the 
calculations have been applied prospectively.

Depreciation

Right-of-use assets are depreciated on a straight-line basis, over the shorter of either the lease term or estimated useful life of the assets.

Impairment

Right-of-use assets are tested for impairment when an indicator of impairment exists. If any indication exists, or when annual impairment testing 
is required, the Audit Office estimates the recoverable amount of the right-of-use asset.

When the carrying amount of the right-of-use asset exceeds its recoverable amount, the asset is considered impaired and is written down to its 
recoverable amount by recognising an impairment loss in the net result.

After the Audit Office recognises an impairment loss, it is reversed only if the assumptions used to determine the recoverable amount of the 
right-of-use asset has changed. The reversal is limited so that the carrying amount of the right-of-use asset does not exceed its recoverable 
amount, nor exceed the carrying amount that would have been determined, net of depreciation, had the Audit Office not recognised an 
impairment loss in prior years.

Key judgements/estimates - right-of-use assets

Because our office accommodation lease does not have an implicit interest rate, and because the Audit Office does not borrow from the market, 
the Audit Office's lease liability was measured at inception using an incremental borrowing rate of two per cent. This rate was mandated by NSW 
Treasury and was based on NSW TCorp's bond rates. A revised discount rate is only applied when there is a change in the lease term or a 
change in the option to purchase the underlying asset. We have also applied the fixed, four per cent annual rental increments in measuring the 
asset.

In determining the value of the right-of-use asset and corresponding lease liability, we have excluded the non-lease components (such as 
outgoings and cleaning costs). We have also concluded that it is not reasonably certain that the Audit Office will exercise the option period of 
five years.

The decision to exclude the option period is based on factors such as: history; facts and circumstances that may create an economic incentive 
to exercise the option (such as the rents and terms and conditions); the expected life of the leasehold improvements; the cost of terminating 
the lease; and whether the underlying asset is a specialised asset. Because our office accommodation lease is not a specialised asset, and 
because there are no foreseeable economic incentives in relation to exercising the option, we do not believe it is reasonably certain that the 
Audit Office will exercise the five year option. Therefore it has been excluded from the recorded right-of-use asset.

We have considered both internal and external factors in assessing whether our right-of-use asset is impaired. Internally, there is no evidence 
the asset is obsolete, damaged or does not meet our needs. 

In terms of external factors, we have considered current market research by several real estate firms to compare our lease arrangement against 
current industry rental rates. We have also compared our lease arrangement with comparable leases executed over the last 12 months.

The current industry rental rates for prime office space in Sydney CBD, and lease incentives being offered by landlords, indicates that our right- 
of-use asset is not impaired. The net effective rent that we are paying per square metre is in line with prevailing industry rates for similar office 
space within similar locations.
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D6 Property, plant and equipment and intangibles

2024:

Leasehold 
improvements 

$’000

Plant and 
equipment* 

$’000

Intangible 
assets –

software 
$’000

TOTAL 
$’000

At 1 July 2023 – fair value

Gross carrying amount  3,794  3,235  6,594  13,623 

Accumulated depreciation and amortisation (1,450)  (1,809)  (5,389)  (8,648)

Net carrying amount as at 1 July 2023  2,344  1,426  1,205  4,975 

Additions –  149  418  567 

Depreciation and amortisation expense  (385)  (451)  (275)  (1,111)

Disposals –    (14) –  (14)

Net carrying amount as at 30 June 2024  1,959  1,110  1,348  4,417 

2023:

Leasehold 
improvements 

$’000

Plant and 
equipment* 

$’000

Intangible 
assets – 

software 
$’000

TOTAL 
$’000

At 1 July 2022  – fair value

Gross carrying amount  3,509  2,271  6,030  11,810 

Accumulated depreciation and amortisation  (1,110)  (1,435)  (5,131)  (7,676)

Net carrying amount as at 1 July 2022  2,399  836  899  4,134 

Additions  284  982 564  1,830 

Depreciation and amortisation expense  (339)  (390)  (258)  (987)

Disposals  –    (2)       (2)

Net carrying amount as at 30 June 2023  2,344  1,426  1,205  4,975 

Net carrying amount as at 30 June 2024 represented by:

Gross carrying amount  3,794  2,540  7,012  13,346 

Accumulated depreciation and amortisation  (1,835)  (1,430)  (5,664)  (8,929)

Net carrying amount as at 30 June 2024  1,959  1,110  1,348  4,417 

Net carrying amount as at 30 June 2023 represented by:

Gross carrying amount  3,794  3,235  6,594  13,623 

Accumulated depreciation and amortisation  (1,450)  (1,809)  (5,389)  (8,648)

Net carrying amount as at 30 June 2023  2,344  1,426  1,205  4,975 

*	 Plant and equipment is comprised of computer equipment, and furniture and fittings.

*	 Plant and equipment is comprised of computer equipment, and furniture and fittings.
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Recognition and measurement - intangible assets

Intangible assets includes the Audit Office's audit methodology 
software, computer software systems and associated enhancement 
costs. These assets are carried at cost less accumulated 
amortisation and impairment losses. The useful lives of the Audit 
Office's intangible assets are finite.

Research and development costs

All research costs are expensed. Development costs are only 
capitalised when the criteria set out in AASB 138 Intangible Assets 
are met.

Amortisation

All intangible assets are amortised using the straight-line method over 
a period of three to 12 years.

Impairment

Intangible assets are tested for impairment where an indicator of 
impairment exists. If the recoverable amount is less than its carrying 
amount, the carrying amount is reduced to recoverable amount and 
the reduction is recognised as an impairment loss.

Recognition and measurement - plant and 
equipment

Acquisition of assets

Purchases of plant and equipment (P&E) are initially recognised 
at cost in the Statement of Financial Position. The Audit Office 
capitalises individual pieces of equipment costing $1,000 or more. 
When the equipment forms part of a network (such as laptops and 
phones), the threshold of $1,000 is applied to the network cost. 
All other equipment purchases are expensed in the year they are 
acquired.

Key judgements/estimates - intangible assets

We have determined there is no active market for the Audit Office's 
intangible assets and therefore they are recorded at cost less 
accumulated amortisation and impairment. 

We have determined the useful lives of the Audit Office's intangibles to 
be between three to twelve years. The major software intangible assets 
are:

	• audit methodology - 12 years (2023: 12 years)
	• audit software - seven to ten years (2023: seven years)
	• corporate management systems - seven years (2023: seven years)
	• other computer software - three to five years (2023: three to five 

years). 

The Audit Office replaced its audit software with a new product in 
November 2023. The useful life of the asset was assessed to be ten 
years.

Some of the factors considered in setting and revising the useful lives 
include: technical obsolescence; likely support period by vendors; the 
Audit Office's ability to invest in replacement assets; the typical life 
cycle of similar assets; and the actual lives of similar assets currently or 
previously controlled by the Audit Office.

In line with AASB 138 Intangibles and supported by both NSW 
Treasury Guidance as well as the IFRS Interpretation Committee's 
pronouncement 'Configuration or Customisation Costs in a Cloud 
Computing Arrangement - IAS 38', the Audit Office expenses all costs 
incurred in implementing software as a service solutions. 

We have reviewed all intangible assets for any indication of impairment 
at reporting date. None was noted (Nil in the prior year).

Key judgements/estimates - plant and 
equipment

In deciding whether costs should be expensed or 
capitalised, the Audit Office treats individual computer/
telecommunication hardware (such as laptops and 
phones) as part of a network. As a result, equipment 
of this nature is generally capitalised.

We review the useful lives of all assets annually, 
and assess whether there are any indicators of 
impairment. There were no changes to the useful 
lives of our plant and equipment assets (2023: Nil). 
Some of the factors considered when determining 
useful lives include: significant damages; technical 
obsolescence; the typical life cycle of similar assets; 
license and support arrangements; and the actual 
lives of similar assets currently or previously controlled 
by the Audit Office. 

In determining the amortisation period for 
our leasehold improvements, we believe the 
improvements will have a life equal to the lease term 
of ten years. We believe the ongoing changes to the 
workplace environment, together with normal wear 
and tear, will render the improvements obsolete 
beyond this period. 

Because the Audit Office's property, plant and 
equipment assets are non-specialised with short 
useful lives, we believe the depreciated historical 
cost is a reasonable approximation of their fair value. 
We believe any difference between fair value and 
depreciated historical cost to likely be immaterial.

Revaluation

Following their initial recognition at cost, leasehold improvements 
and plant and equipment assets are recorded at fair value less 
accumulated depreciation and impairment. The Audit Office applies 
the valuation guidelines outlined in the 'Valuation of Physical Non-
Current Assets at Fair Value' Policy and Guidelines Paper (TPP 21-09) 
and Treasurer’s Direction Valuation of Physical Non-Current Assets 
at Fair Value’ (TD21-05). This policy applies the requirements of 
AASB 13 Fair Value Measurement and AASB 116 Property, Plant and 
Equipment.

Property, plant and equipment is measured at the highest and 
best use by market participants that is physically possible, legally 
permissible and financially feasible. The highest and best use must 
be available at a period that is not remote and take into account the 
characteristics of the asset being measured. In all cases, after taking 
into account these considerations, the highest and best use of the 
Audit Office's assets is their existing use.

Depreciation

Depreciation is calculated on a straight-line basis over the estimated 
useful lives of the assets as follows:

Make good

The estimated cost for making good the Audit Office's leasehold 
premises is included in leasehold improvements to the extent it is 
recognised as a liability. See Note E3.1.

2024 2023

Plant and equipment* 3 – 10 years 3 – 10 years

Leasehold improvements
Over the term of 

the lease
Over the term of 

the lease

 *	 Plant and equipment is comprised of computer equipment, and furniture and fittings.
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Section 5:
Our liabilities

Notes to and forming part of the financial statements for the year ended 30 June 2024

Financial report

An essential characteristic of the Audit Office's liabilities is that a 
present obligation exists from past transactions or other past events. 
An obligation is a duty or responsibility to act or perform in a certain 
way. A future commitment (such as a decision by the Audit Office to 
acquire assets in the future) does not, of itself, give rise to a present 
obligation.

The Audit Office's obligations may be legally enforceable as a 
consequence of a binding contract or statutory requirement. This 
is normally the case, for example, with amounts payable for goods 
and services received. Obligations also arise from normal business 
practice. 

A large proportion of the Audit Office's liabilities are employment 
benefits payable to employees for services rendered up to the 
reporting date. The Audit Office also has obligations to its suppliers 
and tax authorities such as the Australian Taxation Office and 
Revenue NSW.

E1 Current Liabilities – payables

The Audit Office's payables at 30 June 2024 totalled $2,979,000 
(2023: $3,528,000). The chart below shows the split between the 
major components.

Recognition and measurement - payables

The Audit Office initially recognises liabilities for creditors and other 
payables at fair value, which is usually based on the transaction 
cost or face value. These payables are subsequently measured at 
amortised cost using the effective interest rate method. Payables 
with no stated interest rate are measured at the original invoice 
amount because the effect of the discounting is immaterial.

The Audit Office recognises a liability for an amount due to be 
paid for goods or services received at or before the reporting date, 
irrespective of whether we have received an invoice or not.

For small business suppliers, where terms are not specified, the 
Audit Office pays no later than seven days from date of receiving a 
correctly rendered invoice. For other suppliers, if trade terms are not 
specified, payment is made within 30 days.

For small business suppliers, where payment is not made within the 
specified time period, simple interest must be paid unless an existing 
contract specifies otherwise. For payments to other suppliers, the 
Audit Office may pay the supplier simple interest. The Audit Office 
paid no interest during the year for a late payment (2023: Nil).

Risk

Liquidity risk 

Liquidity risk is the risk that the Audit Office will be unable to 
meet its payment obligations when they fall due. The risk is 
continuously managed through monitoring future cash flows to 
ensure adequate holding of liquid assets.

Maturity profile

All of the Audit Office's payables and accruals have a maturity 
of less than 12 months (2023: less than 12 months).

Market risk

The Audit Office has a small exposure to foreign currency risk 
and does not enter into commodity contracts. The Audit Office 
does purchase software licenses and cloud storage services, 
predominantly in USD currency. These purchases are below 
the threshold in TPP21-14 'NSW Government Financial Risk 
Management Policy' and therefore are not hedged.

E2 Borrowings - lease liabilities

The following table presents liabilities under leases.

Accrued salaries, 
wages and on-costs

Creditors and accruals GST payable to ATO

$'000

2024

2023

$1,266 $1,092
$1,380

$2,078

$333 $358

2024 
$’000

2023 
$’000

Opening balance 1 July  10,273  11,690 

Additions  679   –

Interest expense  295  204 

Payments  (1,698)  (1,621)

Total lease liabilities  9,549  10,273 

Lease liabilities – current  1,612  1,698 

Lease liabilities – non-current  7,937  8,575 

Total lease liabilities  9,549  10,273 

Maturity analysis of lease 
liabilities:

Less than 1 year  1,785  1,798 

1 to 5 years  8,268  9,522 

Greater than 5 years –  171 

Total nominal amount*  10,054  11,491 

*	 The amounts disclosed are the contractual undiscounted cash flows. This includes 
both interest and principal cashflows and therefore will not reconcile to the amounts 
disclosed above as lease liabilities.
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The following amounts were recognised in the statement of 
comprehensive income regarding leases where the Audit Office is 
the lessee:

(a) Employee benefits and related on-costs

Annual leave

The annual leave liability at 30 June 2024 was $3,453,000 (2023: 
$3,291,000). This liability comprises:

Long service leave

The long service liability at 30 June 2024 was $9,509,000 (2023: 
$8,780,000). This liability comprises:

The Audit Office recorded total cash outflows of $2,000,000 for its 
leases (2023: $1,831,000).

Recognition and measurement – lease liabilities

The Audit Office's lease liabilities are measured at the present value 
of the future lease payments, discounted using the interest rate 
implicit in the lease, or the Audit Office's incremental borrowing rate 
if the interest rate implicit in the lease cannot be readily determined. 
The incremental borrowing rate is the rate an entity would have to 
pay to borrow the funds necessary to obtain an asset of similar value 
to the right-of-use asset, in a similar economic environment with 
similar terms, security and conditions.

Instead of recognising a right-of-use asset and lease liability for 
short-term and low value asset leases, the Audit Office recognises 
these payments as expenses on a straight-line basis. This is 
consistent with the NSW Treasury mandate, and the permitted 
recognition exemption in AASB 16 Leases.

Short-term leases are leases with a lease term of 12 months or less. 
Low value assets are assets with a fair value of $10,000 or less.

The Audit Office's lease liabilities relate solely to its ten-year office 
accommodation lease at 201 Sussex Street, Sydney. The lease 
commenced on 1 August 2019 and will end on 31 July 2029, with a 
five-year renewal option in our favour. The annual rent increases by 
four per cent each year. The lease agreement does not impose any 
covenants on the Audit Office.

E2.1 Finance costs

The finance costs for the year is made up of interest expense on 
lease liabilities amounting to $295,000 (2023: $204,000) and the 
unwinding of the make good provision's discount rate amounting to 
$20,000 (2023: $19,000), as disclosed in Note E3.1.

The Audit Office is part of the Agency Funded Crown Long Service 
Leave Pool. As a member of this pool, the Audit Office makes an 
annual contribution based on its budgeted salaries and wages. In 
return for making this contribution, the Audit Office has a right to be 
reimbursed by the Crown for an amount equal to the liability owed to 
employees. This asset is disclosed in Note D4.

The Audit Office made contributions of $1,118,000 to the Crown's 
pool during the period (2023: $1,041,000). 

2024 
$’000

2023 
$’000

Depreciation expense of right- 
of-use assets  1,849  1,519 

Interest expense on lease 
liabilities 295  204 

Expense relating to short-term 
leases – – 

Expense relating to leases of 
low-value assets  7  7 

Total amount recognised 
in the statement of 
comprehensive income

2,151  1,730 

2024 
$’000

2023 
$’000

Short term – expected to be 
settled within 12 months  634  425 

Long term – not expected to be 
settled within 12 months  8,875  8,355 

 9,509  8,780 

2024 
$’000

2023 
$’000

Short term – expected to be 
settled within 12 months 2,223  2,661  

Long term – not expected to be 
settled within 12 months 1,230 630

 3,453 3,291 

Key judgements/estimates – lease liabilities

Because our office accommodation lease does not have an 
implicit interest rate, and because the Audit Office does not 
borrow from the market, we have measured the Audit Office's 
lease liabilities using an incremental borrowing rate of two per 
cent. This rate was mandated by NSW Treasury and was based 
on NSW TCorp's bond rates. 

In estimating the Audit Office's lease liability, we have included 
the fixed four per cent annual increases over the lease 
term. This is because the increases are fixed and known. 
We have excluded the five year option period in our office 
accommodation lease, since it is not reasonably certain that we 
will exercise this option once the original term expires.

Amortisation 
– Leasehold 

Improvements

Parental leaveLong service leave – 
current

Employee entitlement 
on-costs (current)

$'000

2024

2023

$8,558 $7,990

$105
$1,477$1,352

$0

$3,453 $3,291

Long service leave 
(non-current)

Employee entitlement 
on-costs (non-current)

Provision for restoring 
leased premises

$790$951

$97 $83

$777 $757

E3 Current/non-current liabilities – provisions

The Audit Office's current provisions at 30 June 2024 totalled 
$13,593,000 (2023: $12,634,000) and its non current provisions 
totalled $1,825,000 (2023: $1,631,000). The charts below show the 
split between the major components.

$'000

2024

2023
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Key judgements/estimates - employee entitlements

Annual leave 

We have relied on actuarial advice to conclude that the nominal 
annual leave balance plus annual leave entitlements accrued while 
taking annual leave, approximates the present value of the annual 
leave liability. We believe the effect of discounting is immaterial.

We have referred to leave taken during the year to determine the split 
between short term (leave expected to be taken in the next 12 months) 
and long term (leave expected to be taken after 12 months). 

Long service leave

The present value of long service leave has been calculated by an 
actuary. The key assumptions they used include:

	• discount rate of 4.31% (2023: 4.03%)
	• future expected salary increases ranging from 3.70% to  

4.56% (2023: 2.71 to 4.63%).

In determining the split between current and non current, we have 
used 91 and 10 per cent respectively (91 and 9 per cent in 2023). 
This is consistent with Treasury Policy and Guidelines TPG24-23 
Accounting for Long Service Leave and Annual Leave. 

The Audit Office has recognised an asset for our right to 
reimbursement from the Crown, equal to the value of our long service 
leave liability. This is based on Treasury Policy and Guidelines  
TPG24-23 Accounting for Long Service Leave and Annual Leave and 
Treasury Circular TC21-05 Funding Arrangements for Long Service 
Leave and Transferred Officers Leave Entitlements.

Key judgements/estimates - employee 
entitlements

In the prior year we engaged a quantity surveyor to re-measure 
the estimated cost to make good the Audit Office's leased 
premises. This resulted in the liability increasing by $284,000. 
The estimated cost to make good the premises in today's 
dollars was adjusted by 2.75% to the lease expiry date of July 
2029, and then discounted using the long-term government 
bond rate of 2.9%.

Recognition and measurement

Salaries, annual leave, sick leave and on-costs

Liabilities for salaries, including non-monetary benefits, are measured 
on an undiscounted basis because they are expected to be settled 
wholly within 12 months after the end of the period in which the 
employees render the service. Annual leave is accounted for as a 
long term benefit and measured at its present value in accordance 
with AASB 119 Employee Benefits, because is it not expected to be 
settled wholly within the next 12 months.

Unused non-vested sick leave entitlement does not give rise to a 
liability, as it is considered that sick leave taken in the future will not 
be greater than the benefits accrued in the future.

The amount of annual leave is increased by on-costs in determining 
the total provision at reporting date.

Long service leave

Long service leave is measured at the present value of expected 
future payments to be made in respect of services provided up to 
the reporting date. Consideration is given to certain factors based on 
actuarial review, including expected future salary levels, experience 
of employee departures, and periods of service. Expected future 
payments are discounted using Commonwealth government bond 
rate at the reporting date.

Consequential on-costs

Consequential costs to employment are recognised as liabilities and 
expenses where the employment benefits to which they relate have 
been recognised. This includes outstanding amounts of payroll tax, 
workers' compensation insurance premiums, fringe benefits tax and 
superannuation.

E3.1 Other Provisions

Restoration costs

In accordance with the lease agreement, the Audit Office is required 
to make good its leased premises at the end of the lease.

Movements in the provision during the financial year is set out below:

Recognition and measurement - other provisions

Other provisions are recognised when there are legal or constructive 
obligations as a result of a past event, it is probable that an outflow 
of resources will be required to settle the obligation and a reliable 
estimate can be made of the amount of the obligation.

E3.2 Contract Liabilities

2024 
$'000

2023 
$'000

Carrying amount at the 
beginning of financial year

 757  454 

Re-measurement of provision –    284 

Unwinding/change in the 
discount rate

 20    19 

Carrying amount at end of 
the period  777  757 

2024 
$'000

2023 
$'000

Income in Advance  90  298 

Superannuation

From 1 January 2022, the Audit Office's liability for defined benefit 
superannuation was assumed by the Crown. From this date, the 
liability for the Audit Office was extinguished, resulting in the amount 
assumed being shown as part of the non-monetary revenue item 
described as 'Acceptance by the Crown of employee benefits and 
other liabilities' in Note C1.

The superannuation expense for the financial year is determined 
by using the formulae specified in the Treasurer’s Circular. 
The expense for certain superannuation schemes (i.e. Basic 
Benefit and Aware Super) is calculated as a percentage of the 
employees’ salary. For other superannuation schemes (i.e. State 
Superannuation Scheme and State Authorities Superannuation 
Scheme), the expense is calculated as a multiple of the employees’                            
superannuation contributions.
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Section 6: 
Risk and other notes
Notes to and forming part of the financial statements for the year ended 30 June 2024

Financial report

F1 Equity

The category 'Accumulated Funds' includes all current and prior year period retained funds.

F2 Financial instruments

The Audit Office's principal financial instruments are cash (Note D1), receivables (Note D2), WIP (Note D3), payables (Note E1) and lease 
liabilities (Note E2). These financial instruments arise directly from the Audit Office's operations. The Audit Office does not enter into or trade 
financial instruments for speculative purposes.

Quantitative and qualitative disclosures together with the objectives, policies and processes for measuring and managing risk are included 
throughout the financial statements.

The Auditor-General has overall responsibility for the establishment and oversight of risk management, as well as reviewing and agreeing 
policies for managing each of these risks. Risk management policies are established to identify and analyse risks, to set risk controls and to 
monitor the risks faced by the Audit Office. Compliance with policies is reviewed by the Audit Office on a continuous basis.

F3 Capital commitments

The Audit Office has $157,000 ex GST of capital contractual commitments as at 30 June 2024 (2023: $180,000).

F4 Contingent assets and contingent liabilities

There were no contingent assets or contingent liabilities as at 30 June 2024 (2023: Nil).

F5 Auditor's remuneration

In May 2021, the Governor appointed Mr Matthew Adam-Smith to audit the Audit Office's financial statements for a five year period, commencing 
the year ended 30 June 2021. Mr Matthew Adam-Smith is a partner at Grant Thornton and he uses the firm's resources to complete the audit. 
The auditor's remuneration for auditing the 30 June 2024 financial statements is $65,750 (2023: $62,500).

While Mr Matthew Adam-Smith did not provide any other services during the year to the Audit Office, his firm did provide services as an Audit 
Service Provider (ASP). Grant Thornton is currently an ASP on several financial audits. The Audit Office paid Grant Thornton $2,485,000 for this 
work in 2023–24 (2023: $1,655,000). No other services were provided by Grant Thornton.

Grant Thornton's appointment as an ASP occurs through an open tender process. They have been appointed for a period of up to three years, 
with an option to extend for a further two years, and conduct these audits under the control and direction of a director in our Financial Audit 
Branch. Mr Matthew Adam-Smith and the audit team are not involved in these audits.

F6 Related party disclosures

Transactions with NSW government agencies

During the year, the Audit Office provided audit and other assurance services to entities that are controlled by the NSW Government. These 
services were provided at arm's length based on agreed terms and using our standard charge rates and pricing approach. None of these 
transactions were individually significant. The total revenue received from NSW Government agencies was $42.3 million (2023: $40.9 million). 
Of this amount, $4.7 million (2023: $3.7 million) is owed to the Audit Office at the reporting date.

The Audit Office also received funding of $14 million (2023: $13.4 million) from the Crown in the right of the State of New South Wales to fund 
the performance audit program, Auditor-General's reports to Parliament and funding to build the Audit Office's data analytics capability. This 
funding is set through the annual State Budget process, together with any subsequent adjustments.

End of financial statements


