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Foreword

The Audit Office of New South Wales (the Office) is a
statutory authority, established under the Government
Sector Audit Act 1983 (GSA 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 GSA Act and the Local
Government Act 1993.

The Audit and Risk Committee (ARC) is a key
component of the Office’s governance framework. The
ARC’s objective is to provide independent assistance
and advice to the Auditor-General by overseeing and
monitoring the Office’s governance, risk and control
frameworks and its external accountability
requirements. Attestation to TPP 20-08, Treasury
Policy Internal Audit and Risk Management Policy for
the General Government Sector was completed for
2024-25 with no exceptions noted.

This annual report covers the ARCs activities for the
period 1 July 2024 to 30 June 2025 in line with the
requirements of the ARC Charter in TPP 20-08.

Key Audit Office activities in 2024-25

Notable activities of the Office in relation to the
responsibilities of the ARC:

* Released its 2025-28 Corporate Plan

* Released the 2024-27 Annual Work Program

* Revised the strategic risks and consolidated and
streamlined the operational risks and mitigating
action plan into a single register to support a
holistic and cohesive approach to risk
management.

« The Internal Audit Function developed an
inaugural Strategic Plan, and updated the Internal

Audit Manual, Charter and other tools and
frameworks to support conformance to the new
Global Internal Audit Standards, which came into
force in January 2025.

*  The Audit Office’s Annual Report 2023—-24 was
recognised at the 75th Australasian Reporting
Awards winning the Best in Industry Sector -
Public  Administration  State  Award; the
Governance Reporting Award - Public and Not-
For-Profit (NFP) Sectors; and its 16th consecutive
Gold Award for reporting excellence.

ARC’s overall governance assessment

The Office’s arrangements regarding risk management
and control frameworks, compliance, internal audit,
external audit and its external accountability
requirements continued to operate effectively
throughout 2024-25. The ARC considers them to
already be operating at a mature level, and notes that
there is a strong culture for continuous improvement in
these areas.

The Office has maintained its effective management of
strategic and operational risks, financial and other
internal controls and compliance obligations, while
adapting to changes in its operations.

The Office continues to adequately support its internal
and external audit function and effectively meets its
external accountability requirements.

Effective stakeholder communications

Outside formal meetings, the ARC maintains effective
engagement with its key stakeholders, notably:

*  Held quarterly ‘in camera’ meetings with the
Auditor- General and Deputy Auditor-General.
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*  Heard directly from members of the Office
Executive and relevant Directors (on rotation) to
discuss all strategic, operational, project and
emerging risks.

* Held 'in camera' meetings with the Chief Audit
Executive (CAE), internal audit service provider
(RSM), Chief Risk Officer (CRO), and external
auditor (Matt Adam-Smith GT).

ARC'’s strategic alignment

Through its work program and agendas, the ARC helps
the Office deliver upon its vision to provide insights that
inform and challenge government to improve outcomes
for citizens and meet its purpose to help parliament
hold government accountable for its use of public
resources.

Meetings of the ARC

There was a quorum for each ARC meeting held during
2024-25. Regular quarterly meetings were held in
September 2024, December 2024, February 2025,
and June 2025. Special meetings were held to review
the financial statements in July 2024 and April 2025.

The membership and attendance of the ARC was:

Meetings
Member Role Term start Term end attended/

eligible to attend

Independent
Elizabeth Gavey . 29/08/2021 28/08/2027 6/6
Chair
Independent
Lee Sullivan 01/02/2024  1/02/2027 6/6
member
Independent
Nicola Davis 01/02/2025  1/02/2028 3/3
member

Bruce Turner Independent
AM Chair

17/02/2017  16/02/2025 3/3
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ARC membership terms are appropriately staggered
to ensure both continuity and a regular refresh of views
and skills.

ARC conduct

All ARC members have completed written conflict of
interest declarations and confidentiality agreements.
All meeting attendees are required to declare any
conflicts ahead of every ARC meeting.

ARC membership profiles
Elizabeth Gavey

Elizabeth was appointed to the ARC on 29 August 2021
and as the Chair on 17 February 2025, following the
end of the previous Chair's term. She is a qualified
solicitor with over 30 years’ experience in commercial
law, investment banking and the health sector. She
currently serves on several audit and risk committees
in the state and local government sector.

Lee Sullivan

Lee Sullivan joined the Office’s ARC on 1 February
2024. Lee brings a wealth of experience as a
Chartered Accountant and member of the Institute of
Internal Auditors, having had roles as head of
corporate governance, company secretary, chief audit
executive and chief risk officer in the financial services
and insurance industry. Lee was formally the Chief
Risk Officer at Minter Ellison and is currently a member
of the Audit and Risk Committee of other NSW
Government entities.

Nicola Davis
Nicola joined the Office’s ARC on 1 February 2025 for
a three-year term. Nicola has over 35 years of

experience in audit, financial reporting, governance,
risk management and broad financial management

advisory, across corporate and state government
environments globally. She is a Chartered Accountant,
a member of the Australian Institute of Company
Directors and holds ARC positions of other NSW
government entities.

Bruce Turner AM

Bruce’s final term on the Office’s ARC ended on 16
February 2025. Bruce brought extensive ARC
experience within the state government and
not-for-profit sectors, as well as serving on audit, risk
and improvement committees in the local government
sector. Bruce also held chief audit executive roles in
large and diverse state and federal government
agencies.

Collectively there is good expertise across risk
management, compliance, internal and external audit, legal
and governance. In addition, there is plenty of general
commercial background and lived experience. Response to
Annual Satisfaction Survey

ARC effectiveness

An assessment was completed in August 2025 to
evaluate the ARC’s performance. It covered questions
about the ARC’s charter, roles and responsibilities,
skills and experience, communications and reporting,
and meeting and administrative arrangements. The
assessment was completed by all ARC members with
input from the Auditor-General, Deputy Auditor-
General, CRO, CAE, CFO, internal and external audit
service providers also sought.

Of the 17 questions, six were rated at the highest
positive rating of ‘strongly agree’, with the remaining
11 rating as ‘agree’. The consolidated feedback
confirmed the ARC continues to perform well overall
against the core responsibilities contained in its

charter, and in the categories outlined. Ratings have
remained consistent with the previous two-year
comparison (2022—-23 and 2023-24).

The ARC has been established from a skilled and
membership that is suitably qualified and works in a
collegiate fashion. The 2024-25 period saw the
addition of a new member, Nicola Davis, as an
experienced member rotated off. The ARC is well
supported by senior management, specialists, the
secretariat and the skilled internal and external audit
service providers.

Breadth of skills and background are complementary. The
term of each member is appropriately timed to ensure
continuity and adequate handover when members change.
This has been evident with the smooth appointment and
transition of a new ARC member and Chair this year.
Response to Annual Satisfaction Survey

ARC continuous improvement practices

The ARC philosophy as individuals and collectively, is
that it can always seek to improve further as it
develops its knowledge of the Office.

The ARC members are committed to remaining up-to-
date with emerging risks and developments
concerning the NSW Public Sector, especially those
relating to the ARC’s responsibilities and significant
compliance, strategic and operational matters
affecting the Office.

Summary of ARC activities

In performing its functions and responsibilities outlined
in the ARC Charter, the ARC was guided by a
comprehensive meeting planner that ensured that all
obligations were addressed during the year. Most
notably:
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External Audit

Matt Adam-Smith, Partner from Grant Thornton, is the
Office’s external auditor, effective for five financial
reporting years (2020-21 to 2024-25). The
appointment is a statutory appointment, determined by
the Governor.

Key ARC activities included:

*  Provided feedback on the financial audit coverage
proposed by external audit.

* Reviewed all external plans and reports (including
management letters) in respect of planned or
completed audits and monitored management’s
implementation of audit recommendations.

+ Confirmed Matt Adam-Smith delivers a
professional and independent external audit
service that is fit for purpose and services the
needs of the ARC and Auditor-General.

The Audit Office has been well served by its external
auditors. Their contributions in meetings are not limited to
the external audit, but they provide insights in other areas

where appropriate. Response to Annual Satisfaction Survey

External Accountability

Financial reporting is reliable and materially accurate.

Key ARC activities included:

* Reviewed early close procedures and draft
financial statements and recommended their
signing.

+ Reviewed processes in place supporting the
annual CFO Certification consistent with NSW
Treasury Policy CFO Certification on the Internal

Control Framework over Financial Systems and
Information (TPG 24-08).

* Reviewed the appropriateness of accounting and
cash management policies and procedures.

« Reviewed processes in place that ensure the
financial information included in the Office’s
annual report is consistent with the signed
financial statements.

*+ Reviewed finance reports at each quarterly
meeting.

« Satisfied itself that the Office has a meaningful
performance management framework linked to
organisational objectives and outcomes.

*  Monitored planning for the introduction of climate
related disclosures.

Enterprise Risk Management (ERM)

The Office’s ERM Framework continues to reflect
better practices that have been adopted since the
ERM Framework’s last review in June 2024. The
Office has a mature ERM framework that continues to
be embedded throughout various strategic and
operational business activities.

Key ARC activities included:

* Reviewed the risk assessments and in-depth
reports of strategic and operational risks on a
rotating basis in line with the annual risk reporting
schedule, with Cyber Security being standing
quarterly report to the ARC.

* Reviewed the consolidation and streamlining of
branch operational risks and mitigating action
plans into a single organisation-wide register to
support a holistic and cohesive approach to risk
management.

* Reviewed quarterly project risk reports from
management.
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*+ Reviewed the maturity of the Office’s ERM
Framework and alignment with ISO 31000 Risk
Management — Guidelines.

+ Obtained assurance from management that risk
treatment plans and internal controls have been
effective in mitigating key risks.

* Reviewed risk “environmental” scans to identify
challenges, opportunities and emerging issues
which support a proactive approach to risk
management by the Office.

+ Reviewed whether a sound and effective
approach was followed in maintaining the Office’s
business continuity planning arrangements,
including whether disaster recovery plans were
tested periodically.

Compliance and Ethics

The Office has a fit-for-purpose compliance and ethical
framework to protect its independence, ensuring its
credibility and maintaining public trust. Based on the
Office’s Core Values, it has a culture that instils high
standards of ethical conduct and expectations in
meeting professional and compliance obligations.

Key ARC activities included:

* Reviewed whether management has in place
relevant policies to meet key compliance
obligations, and that these are periodically
updated.

* Reviewed steps taken to embed a values-based
culture committed to ethical and lawful
behaviour.

* Reviewed whether appropriate procedures are
maintained for the management and exercise of
delegations.
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* Reviewed processes in place supporting annual
attestation statements for compliance with TPP
20-08.

* Reviewed the Fraud and Corruption Control
(F&CC) Framework, annual F&CC checklist,
F&CC risk assessment and annual plan.

Internal Audit

The ARC monitored the status of the 2024-25 internal
audit program, including reviewing the results of
finalised internal audit reports.

Completed in 2024-25 Control Environment Rating

Recruitment process assurance Satisfactory

Operating effectively —
ISMS 1SO27001: 2022 gap

. opportunities to improve to the
analysis

new standard

Risk management Satisfactory

Recommendations follow-up Good practice

The three-year strategic Internal Audit Program was
updated in September 2024, informed by an
assessment of the Office’s strategic risks as well as
emerging operational pressures and opportunities.

The ARC also reviewed regular progress reporting on
management’s implementation of recommendations.
Thirty-one recommendations were closed during
2024-25. As at 30 June 2025 there were 13 open
recommendations, of which eight were overdue (two
medium rated and six low rated).

The ARC continued to monitor the performance of the
internal audit function, including external service
providers, in line with the Quality Assurance and
Improvement Program maintained by the CAE. This

includes quarterly status reports and annual KPI
reporting, including on the post-audit survey results
and assessments.

Additional key ARC activities included:

* Reviewed and endorsed the new Internal Audit
Strategy and the refreshed Internal Audit Charter,
for approval to the Auditor-General.

*+ Reviewed and endorsed the updated Internal
Audit Program and accompanying assurance
map.

* Provided input to the Chief Audit Executive
appointment and performance.

* Received a certification from the CAE asserting
conformance to the lIA’s Global Internal Audit
Standards.

The internal audit plan addresses key priorities and risks
and takes into account other means of assurance available.
Response to Annual Satisfaction Survey

Focus areas for 2025-2026
There are seven main ARC focus areas:

*  Monitoring of evolving risks including cyber
security, psycho-social, and climate risks.

*  Monitoring impacts and opportunities arising from
emerging technologies such as Al and data
analytics.

* Reviewing the assessment of the Office’s risk
management framework against Treasury’s new
risk management toolkit.

*  Monitoring the Office’s processes and frameworks
for ensuring audit quality and the delivery of its
audit program and mandate together with the
implementation of the Office’s new corporate plan.

* Monitoring the effective adoption and
implementation of the anticipated update to the
TPP20:08 Internal Audit and Risk Management
Policy for the General Government Sector.

*  Monitoring planning for the introduction of climate
related disclosures, as outlined in TPG25-10
Framework for Financial and Annual Reporting.

+  Supporting the smooth induction of the new
external auditor.

Acknowledgment

The ARC recognises the ARC secretariat for their
exemplary support, and acknowledges the considered
contributions of management and staff who regularly
present and attend meetings which contributed to:

*  The annual review of the ARC and Internal Audit
Charters.

* Meeting the ARC annual reporting plan that is
aligned with the requirements of TPP 20-08.

* Quality and timely agenda, briefing papers and
minutes, prepared and presented to the ARC.

Feedback

If you would like to provide any feedback on the
Office’s ARC Annual Report, please contact the
Director, Governance and Risk via
governance@audit.nsw.gov.au.

Report submission

Elizabeth Gavey

Audit Office Audit and Risk Committee Chair
4 September 2025



