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Appendix 3 – Principles of effective 
regulation 

The audit scope was informed by the Auditor-General of NSW’s Regulation Insights Special Report 
(March 2024), which collated the key findings of recent performance audits that focused on NSW 
government regulators, and the NSW Government’s Guidance for Regulators to Implement Outcomes 
and Risk-based Regulation (October 2016), which sets out principles of best practice regulation. 
These guides emphasise an outcomes- and risk-based approach to regulation. This involves: 

• clearly defining regulatory objectives and intended outcomes  
• identifying and prioritising risks using available evidence  
• using this analysis to guide regulatory activities and resource allocation.  
 

A risk-based approach supports regulators to focus effort on areas of greatest potential harm and to 
apply a proportionate enforcement response.  

Best practice regulation requires this approach to be embedded in corporate planning, policies and 
decision-making frameworks that guide the exercise of regulatory powers. Effective regulators support 
staff with clear procedures, guidance, capability development and quality assurance arrangements to 
promote consistent, lawful and timely decision-making.  

For the purposes of this audit, effective regulation refers to a regulator using its powers and resources 
in a way that reduces the risk of harm and provides assurance that regulatory objectives are being 
achieved. Key principles of effective regulation include: 

• a clear, outcomes- and risk-based strategy aligned to identified risks  
• transparency through public reporting and evaluation of regulatory performance and outcomes  
• reliable data and systems to monitor compliance, detect emerging risks and target regulatory 

effort  
• clear and enforceable expectations, with proportionate compliance and enforcement actions. 
 

Effective regulators demonstrate accountability by collecting and using reliable information to assess 
whether regulatory actions are contributing to intended outcomes. This includes establishing 
meaningful performance measures that go beyond activity counts, reporting regularly and linking 
regulatory activities to statutory objectives and outcomes. 
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