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Welcome

Brendan Worrall, Auditor–General



QAO’s new 
operating 
model

We’re ensuring QAO is best placed to deliver on better public services

Further embedding our approach of providing more consistent client services—

whole-of-QAO approach to work instead of by division

Meaning we’ll give you the best QAO skills and resources for the job and a 

consistent client experience 

We are: 

• implementing a new operating model that 

focuses on client groups

• giving our staff contemporary skills

• implementing the right systems and 

methodologies to best deliver our work



Auditor-General

Parliamentary services Client services Audit practice

Assistant Auditor-General Assistant Auditors-General x 3 Assistant Auditor-General

• Professional leads for client groups

• Delivery of audits and reports

• EQCR roles for audit and report engagement

• Data analytics

• Information systems

Sector directors/directors Dual reporting lines regarding audit engagement and reports to parliament

Managers and below Centrally resourced through Retain/shared resourcing and capability building

Audit service providers Audit engagement support

• Reports to parliament

• Parliamentary engagement

• Strategic audit planning

• Strategic communications

• Referrals

• Reporting on government-wide 

strategic IT and project 

management

• Internal audit

• Audit methodologies

• Audit toolkits

• Audit technical support

• Accounting & reporting support

• Quality framework and program

• Information technology

• Finance

• Human resources

New operating model



2019 client 
feedback
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2019-20

Financial Reporting Requirements Update

Greg Hall

Queensland Treasury 

Budget Strategy and Financial Reporting Unit (Accounting Policy and Advisory)

20 February 2020

Treasury accounting advice? Email: fmhelpdesk@treasury.qld.gov.au
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Treasury Topics For Today’s Discussion

• 2019/20 Financial Reporting Requirements 

(FRRs)

• FAQs – AASB 16

• NFP Agencies and AASB 15 / AASB 1058

• Climate Related Risks and Financial Reporting
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2019/20 Financial Reporting Requirements

Welcome to the first year application of:

• AASB 15 (for NFPs – FP’s were last year); 

• AASB 1058; and

• AASB 16.

That’s right – these Standards are now LIVE!!!
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2019/20 Financial Reporting Requirements

➢Major highlights in forthcoming draft release:

▪ Updated FRR 3B – AASB 15/AASB 1058

▪ Updated FRR 3E - grants v procurement expense

▪ Updated FRR 4B - Assets – AASB 16

▪ Updated FRR 6A and 6B – Illustrative Financials

▪ Editorial amendments for FPMS update

➢Policy and guidance similar to 2018/19 FRR 1A
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2019/20 Financial Reporting Requirements

FRR 6A - will cover presentation and illustrative 

disclosures for AASB 16:

➢RoU assets and lease liabilities – presented as

separate line items on the face of the Balance 

Sheet

➢AASB 16 disclosures in a single lease note
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2019/20 Financial Reporting Requirements
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2019/20 Financial Reporting Requirements
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2019/20 Financial Reporting Requirements
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2019/20 Financial Reporting Requirements
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2019/20 Financial Reporting Requirements
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2019/20 Financial Reporting Requirements

FRR 6A - will cover presentation and illustrative 

disclosures for AASB 15 and AASB 1058: 

➢Operating statement line items for user charges 

and fees + grants and contributions will remain 

unchanged

➢Distinction between revenue from contracts with 

customers under AASB 15 and revenue recognised 

under AASB 1058 will be addressed in the notes.
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2019/20 Financial Reporting Requirements
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2019/20 Financial Reporting Requirements



2020

2019/20 Financial Reporting Requirements
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2019/20 Financial Reporting Requirements



2222

2019/20 Financial Reporting Requirements



2323

New Accounting Standards for Future Years

FRR 1A Guidance and Impact of Upcoming Standards

➢Will be much thinner this year!

➢Transitional guidance for AASB 1059 retained. Transition 

date is 1 July 2019, even though 2020/21 is first full 

financial year of adoption.

➢ SCA’s measured at CRC (on transition date and thereafter).

➢Ensure GORTO or financial liability classification is correct.
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FAQ’s - AASB 16 

Q. What is the transitional treatment for–

▪ assets and liabilities from ‘straight-lining’ of previous 

operating leases? 

▪ lease incentive liabilities?

▪ assets previously received as lease incentives?

A. Answers in 2018/19 FRR 1A 

Q. Do I reflect upcoming leases that commence/renew in future 

years within my Forward Estimates where applicable? 

A. YES!
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FAQ’s – AASB 16

Q. How do I account for any fit-out costs I incur on a QGAO 

occupancy from 1 July 2019? A. All agencies should continue to 

capitalise these items as PPE in accordance with the NCAPS to reflect 

the WOG asset position. Treasury, DHPW and QAO continue to look at 

this issue.

Q. I am party to an internal-to-Government Finance Lease. How do I 

account for this? A. Judgement required due to WOG implications. 

Consult with Treasury and QAO to confirm the appropriate accounting 

treatment reflecting the circumstances. Lessors are responsible to 

Treasury for ensuring WOG accounting position is reported in Tridata.

Q. Do I need to keep records for immaterial AASB 16 leases? A. Yes



2626

FAQ’s - AASB 16 

Q. Do I remeasure the lease liability using the revised (i.e. 

latest) IBR at each reporting date? A. No, unless there is:

▪ a change in the lease term, (para 20–21) – the most 

common situation is where the original lease term did not 

include an option you later exercise!!; or 

▪ a change in the assessment of an option to purchase the 

underlying asset; or

▪ change in lease payments results from a change in floating 

interest rates; or

▪ a decrease in scope or other adjustment from the lease 

modification provisions (para. 45 to 46).
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FAQ’s - AASB 16 

▪ Lease modifications under AASB 16 stem from a change to the 

underlying lease contract.

▪ A lease modification is accounted for as a separate lease if: 

– The modification increases the scope of the lease by 

adding the right to use one or more underlying assets; and 

– The consideration for the lease increases by an amount 

commensurate with the standalone price for the increase 

in scope. 

▪ Both criteria met? The modification is a separate lease.

▪ Decreases in scope – a little more complex
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NFP’s and AASB 15 / AASB 1058 

Licence Revenue for Not-for-Profit Public Sector Licensors

➢ Apply AASB 15 (including short-term and low value)

➢ Most, if not all, public sector licences in Queensland have a 

single performance obligation - the issue of the licence;

➢ Enforcement and monitoring activities (compliance 

monitoring) are not performance obligations under AASB 15;

➢ Similarly, maintaining exclusivity is not considered a 

performance obligation;

➢ Pro-rata refunds alone are insufficient to defer revenue –

although a separate refund liability may exist;
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NFP’s and AASB 15 / AASB 1058 

The key to sufficiently specific - it must be measurable!!!

• For performance obligations to be sufficiently specific, the agency 

must be able to determine when (or to what extent) the obligation is 

satisfied, in order to work out when and how to recognise revenue.

• The overarching principle a promise cannot be ‘sufficiently specific’ 

unless we are able to determine when the promise in the contract has 

been satisfied.

• To have sufficient specific performance obligations, the goods or 

services to be provided must be specified by or determinable in 

accordance with the agreement; they must not be at the discretion of 

the recipient.
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NFP’s and AASB 15 / AASB 1058 – sufficiently Specific in practice

Outputs

Ordinarily will be 

sufficiently specific

Typically measurable

We can determine 

when promise has 

been satisfied or 

delivered

Activities

“The grey area”

Can you tick off / measure 

when a promise has been 

delivered/satisfied?

Maybe at the end of the 

agreement?

May be a combination of 

‘sufficiently specific’ and not 

‘sufficiently specific’

Objectives

Ordinarily will FAIL the 

sufficiently specific test

Not Measurable

Unable to determine 

when the promise has 

been satisfied

 ?? Key Judgement ??→

✓ x
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NFP’s and AASB 15 / AASB 1058

Identifying performance obligations 

is CRITICAL because the transaction 

price must be allocated to the 

performance obligation(s). THIS IS 

OFTEN OVERLOOKED

Expenses incurred across a contract 

may not necessarily reflect the 

performance obligations satisfied –

there is not an automatic matching 

of revenue with expense.
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NFP’s and AASB 15 / AASB 1058

• Are you a Queensland Government Agency that acts as 

the PROVIDER of volunteer services?? 

• Do not account for the volunteer services provided.

• Effectively double counts in the providers books.

• Only the recipient accounts for volunteer services. 

(Note: FRR 3B.3 applies to recipient only)
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Climate-related Risks and Financial Reporting

➢ An emerging area of focus

➢ Final joint AASB/AUASB Publication – April 2019

➢ QAO Blog Article (9 January)

➢ The initial focus is on risks that may have a direct 

impact on entities’ financial statements

➢ QAO blog – wide audience (including Local 

Government, Universities, GOC’s)

➢ 3 key points to remember
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Climate-related Risks and Financial Reporting

1. Disclosures on the entity’s policies or overall approach 

to managing climate-related risks belong outside the 

financial statements (annual report/other documents)

2. Disclosures of climate-related risks in financial 

statements should focus on:

• how the risks specifically relate to amounts reported 

in the financial statements; and 

• how climate-related risks were addressed in the key 

assumptions applied when developing accounting 

estimates and calculations.
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Climate Related Risks and Financial Reporting

➢Practically speaking, what should you be focusing on?

➢There are 5 steps we’d suggest to help:

1. A good starting point – familiarise yourself with the 

Queensland Government Climate Strategy documents

https://www.qld.gov.au/environment/climate/climate-

change

2. Consider the contents in relation to your own agency. 

Ask the question “Would users reasonably expect that 

emerging climate-related risks could affect the amounts 

and disclosures in our agency’s financial statements?” 

https://www.qld.gov.au/environment/climate/climate-change
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Climate Related Risks and Financial Reporting

3. Complete your agency’s climate risk assessment

4. Identify accounting judgements and key estimates 

affected - the more obvious areas to focus upon:

❑ potential changes in asset useful lives

❑ potential changes in the fair value of assets

❑ potential provisions or contingent liabilities

❑ potential changes in expenses

5. Talk to your audit committee and QAO!!!
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Climate Related Risks and Financial Reporting

➢ a word of caution - approach carefully & logically 

❑ disclosures will be subject to audit verification

❑ any disclosures resulting from the relevant 

judgements and or estimates made should have 

the appropriate level of KMP endorsement

❑ mere speculation or vague/irrelevant disclosures 

is not the objective here

❑ should not contradict Government or agency 

policy/frameworks
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Treasury accounting advice? Email: fmhelpdesk@treasury.qld.gov.au

Over to QAO to continue the session…



Technical update continued 
David Hardidge, Director, QAO



2019–20 2020–21 Beyond

AASB 15 Revenue + 

AASB 1058 Income 

for NFPs

AASB 16 Leases

AASB 1059 Service 

concessions
AASB 17 Insurance 

contracts

Reporting entities/ 

SPFRs

Conceptual framework 

(NFPs)

Upcoming 
changes

RDR (Tier 2)

Conceptual 

framework 

(for profits)

General Presentation 

and Disclosures

NFP + Public Sector 

Financial Reporting 

Framework



Expectations

• Prepare proforma financial statements by 30 April 

• Resolve known accounting issues by 30 April 

- to resolve by 30 April will often need papers by end of March

Accounting papers / position papers

Sometimes we mean documentation of accounting policies

• E.g. straight-forward revenue like some fees and charges

Others we mean selection of accounting policies

• need to be more comprehensive and consider alternates

• we have to apply scepticism

- need to consider alternate approaches

- a good story may not be enough

Timely 
resolution of 
technical issues



Preparing position papers for accounting matters and valuation

QAO Fact 
Sheet

https://www.qao.qld.gov.au/reports-resources/fact-sheets

https://www.qao.qld.gov.au/reports-resources/fact-sheets


Preparing position papers for accounting matters and valuation

QAO Fact 
Sheet



Revenue 
recognition 
changes

Grantor

Grantee/ 

Recipient

Public/ 

Third parties

Grant 

funds Benefits

Benefits

Under AASB 

1004, it must be 

a reciprocal 

transfer for the 

grant income to 

be deferred

Under new standards, the 

grant may be eligible for 

deferral where the grantor 

directs the benefits provided 

to the public/third parties

Accounting for grant income 

Conceptual change from AASB 1004



What is the purpose of the funding?

Are there mechanisms for authorised or eligible expenditure?

Are there linked refund obligations?

What are the identified promises, key performance indicators?

Is there a transfer of goods and services?

What are the distinct goods or services being transferred (performance 

obligations)?—refer guidance step 2 in AASB 15

Can you allocate the funding to the performance obligations?

Are there refund obligations for not meeting the performance 

obligations, key performance indicators?

• If not, are they really performance obligations?

If any performance obligations, when do you recognise revenue?

• Goods and services being transferred

• Capital grants - construction

‘Grants’
David’s 
thoughts



Client action items / expectations

• Sources of revenue

- which sources have performance obligations?

- which ones are capital grants?

- accounting papers / position papers—prepared and agreed

- QAO’s fact sheet for preparing position papers is a useful tool

• Transition date adjustment

- opening balance unearned revenue / contract receivables

- implemented systems for periodically calculating balances

• Include required disclosures in the pro-formas

New revenue 
standards

https://www.qao.qld.gov.au/sites/default/files/factsheets/preparing_position_papers_for_accounting_matters_and_valuation_1.pdf


Client action items / expectations

• FRRs

- DHPW office accommodation leases

- blog

- Do you have any ‘lease agreements’ that are not leases, or any 

hidden leases?

• Lease term—focusing on optional renewals

• Transition date adjustment

- what choice have you made? 

- opening balance lease assets and lease liabilities

• Include required disclosures in the pro-formas

New lease 
standard

https://www.qao.qld.gov.au/blog/do-you-have-any-lease-agreements-are-not-leases-or-any-hidden-leases


AASB Fair Value Measurement project

• Project Advisory Panel

• Public sector focus

• Restrictions and conditions

- discounts—do you apply any? E.g. land under buildings

- what is the justification for the discount?

- what is the market or other evidence?

• Greenfield vs Brownfield

- day 1 gain?

• Borrowing costs

• Peppercorn / concessionary leases

Fair Value 
Measurement



Local government elections

• Related party declarations—before

• Large number of new councillors

• Related party declarations—after

State government elections

• Centrally coordinated—ministers—related party declarations

• Are you ready for more MOGs?

Elections



Reporting 
framework 
changes

1 July 2019 1 July 2020 1 July 2021

(Start date ????) ED291 NFP Definition and 

Guidance

Increases Corporations Act thresholds

Private-sector NFP AASB 2019-4 (ED293) SPFS Disclosure of compliance with R&M

ED295 Simplified Disclosures – Tier 2 – Replace RDRED295 early adoption ??

FP ED297 – Removal of SPFS

AASB 16 Leases



Damon Olive, Assistant Auditor–General

Update on reporting



We have been working on ways to improve our assessment model

One size doesn’t fit all—scalability, responding to client specific factors

We will discuss our judgements with clients, and use their self-assessments

—outcomes reported to TCWG in management letters and closing reports

New financial 
reporting 
maturity model

Key components                                                                                        

for quality and 

timeliness

Helps identify 

improvement areas

Sharing better 

practice



Self 
assessment & 
benchmarking

Finance teams can ensure they sit at their expected level of maturity, and 

benchmark actual level to expectation

Further details: www.qao.qld.gov.au/fact-sheets

http://www.qao.qld.gov.au/fact-sheets


Self assessment tool and fact sheet on QAO’s website

Support 
available

Self assessment tool 

on our website

https://www.qao.qld.g

ov.au/reports-

resources/better-

practice

Series of questions for 

each component

Rating provided at a 

detailed level

https://www.qao.qld.gov.au/reports-resources/better-practice


Fact sheet on the model contains our proposed reporting 

https://www.qao.qld.gov.au/reports-resources/fact-sheets

The aim of the model is identify areas of good practice and improvement

Reporting to clients: 

• report outcomes to those charged with governance – audit committees 

and directors-general/chief executive officers

• deficiencies in internal controls will be reported, if identified

Public reporting: 

• themes and better practices will be included in reports to parliament

Reporting the 
outcomes

https://www.qao.qld.gov.au/reports-resources/fact-sheets


Continue to have eight financial statement focussed reports

Two new features in the reports this year: 

Reports to 
parliament



Data 
visualisations

Check them out:

hospital and health service data 

visualisation tool

local government visualisation tool

Queensland electricity network map

https://www.qao.qld.gov.au/2019-hospital-health-service-financial-information-dashboard
https://www.qao.qld.gov.au/local-government-financial-information-dashboard
https://smallmultiples.carto.com/builder/ed02fbcf-5449-446f-a454-b4069295d763/embed


Financial statement preparation process

Good timeliness, with room to improve quality processes

Continue to bring forward audit committee review and endorsement

Departments are prepared for new standards

Strong information systems controls are critical 

Most deficiencies we identify relate to information systems controls, particularly user 

access and governance:

Do staff have more access than required to do their jobs?

Do you monitor and challenge access levels regularly, inc privileged users?  

Increase in fraud attempts 

Must ensure that all bank account change requests are checked to an independent 

source

Themes from 
this year’s 
reports



2.20 – 2.40 pm
Afternoon tea



Managing cyber security risks and 
ICT governance

David Toma, Director, QAO



Introduction

• software as service contracts

• defining contract deliverables

• reliance on consultants & contractors

• contracts

The Queensland Government is set to spend 

$2.6 billion on ICT projects 2018–19 to 

2021–22

Heightened interest in ICT projects  

To help manage the risk of project failure…

—must improve oversight and governance, 

and transparency on cancelled projects!

We assessed whether the ICT component of 

the State Penalties Enforcement Registry 

(SPER) was governed effectively

findings and lessons for all public 

sector agencies and local governments

• limited capacity of internal staff to work 
on transformation projects

• stop and rethink

• organisational culture

• big-bang projects

• project steering committees

We’ll discuss: 

• statutory officers’ roles



Software as service contracts (SaaS)

Thorough due diligence of the vendor and the product is needed before contracts lock 

entities into long term relationships

—do not use outcomes basis as an excuse for not defining detailed requirements

Ensure you see the product working in action first-hand and be confident it is meeting 

your needs, and vendors will work well with you

Defining contract deliverables

Not doing this sufficiently up front is costly and vendor’s and entity’s expectations may 

be misaligned = may mean change requests and significant variations 

Lessons for 
ICT projects



Over reliance on consultants and contractors

Can result in lack of business understanding when requirements are defined

If you entity lacks expertise, engage a ‘critical friend’ independent of the delivery 
team and can provide objective advice to the project steering committee  on risks

Limited capacity of internal staff to work on transformation projects

To reduce risk, involve staff who have detailed knowledge of your business in 
transformational projects. Their capacity may be limited so consider delegating their 
responsibilities to others

Stop and rethink

Do not push ahead when major changes will impact your project. Pause, assess 
risks, and fully reconsider before moving forward

Lessons for 
ICT projects



Contracts

Be careful you don’t commit to long-term software development and support 

contracts that are hard to terminate when things go wrong

You should be able to conduct assurance activities over the vendor and 

incorporate this into the project assurance

Organisational culture

Can inhibit project governance effectiveness if staff are operating in silos, and 

when bad news is not communicated

Stopping a project before it incurs costs is better than doing so after significant 

money is spent

Big-bang projects

It’s high risk to do everything at once when it comes to business transformation 

projects. Implement change in segments so you can review, learn and assess risk 

Lessons for 
ICT projects



Project steering committees

Include representation from internal ICT areas and the newly created Office of 

Assurance and Investment 

When committee members are part of a governance group for a long time, they 

will find it hard to question previous decisions

If you’re highly dependant on external consultants, engage an independent 

expert— ‘critical friend’— to challenge you

Statutory officers’ roles

Responsibilities are defined in legislation which gives them independence from 

CEOs. But they and CEOs must work collaboratively

Lessons for 
ICT projects



Cyber 
security

What makes it easy for cyber attackers

• Poor password practice

• Known password breaches

• Multi-factor authentication not used 

Cyber attackers are targeting 
government entities 

—trying to compromise Australia’s 
economic interests and national security

Protecting government information 
assets with secure systems is critical

In Managing cyber security risks we 
compromised ICT environments and 
accessed sensitive data, demonstrating 
gaps in mitigation strategies 

Everyone (staff, third parties) are 
responsible for protecting data

• Vulnerable information assets

• Admin accounts used for business as usual 

• Networks not being segmented 

• Outdated systems with known vulnerabilities  

• Descriptive subdomains  

• Insecure channels for online operations  

• Poor physical security



Cyber 
security 

Areas that our report 
recommendations cover

Our report provides 17 
recommendations relevant for all 

Implement controls on cost-benefit basis, 
but assess against our first three 
recommendations to:

✓ have a framework for managing cyber 
security risks 

✓ know what information assets you 

have

✓ know to what extent those assets are 

exposed

• Cyber security framework

Eight insights statements 

provide examples of better 

practice

• Information classification

• Identifying and assessing cyber 
security risks

• Information asset management

• Cyber security risk management 
strategies

• Monitoring and logging



The reports

www.qao.qld.gov.au/reports-resources/reports-parliament

These learnings

Better practice guide www.qao.qld.gov.au/reports-resources/better-practice

Blog posts www.qao.qld.gov.au/blog

Subscribe to QAO for news and alerts 

www.qao.qld.gov.au/contact-us

Questions

More 
information

http://www.qao.qld.gov.au/reports-resources/reports-parliament
http://www.qao.qld.gov.au/reports-resources/better-practice
http://www.qao.qld.gov.au/blog
http://www.qao.qld.gov.au/contact-us
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Business insights and using data
Rob Kilbride,  Director, QAO



Modern day 
analytics

Event

Upstream 

Entities

Downstream 

EntitiesInternet of Things

Thinking Technology Techniques Accessible

External 

Data



Some 
fundamentals

Right TechRight question Right People

Collaborate

Play to strengths

Conscious of Bias

Be open to new thinking

Data Governance

Ethic’s and Respect

Right data



Journal 
processing

Is there journal processing 

occurring out of hours?

Date Description Amount Day of 

week

Public 

holiday

14/8/2019 Dagwoods $5,000 Wednesday Ekka

7/10/2019 Staplers $100,000 Monday Labour Day

Traditional
Identify transactions 

that fail a rule

Subset

Understand the 

question
Visual that facilitates insightUnderstand the 

data you need

Expected 

people
Financial 

Transactions

Days and 

times

Lacks 

context

Out of hours

Material transactions 

Geographical context

By people I would not 

expect



Journal 
analysis

Journals in the FAS App

Cut-off

Cut-off

Identify journals posted to a prior period

Probity

Probity

Is it expected that journals are entered or posted on 

weekend/public holidays

Probity

Should this person be processing journals



Rate of increase was not 

that different under LNP

Bad
visualisation

Source: The Australian, 13 February 2020, Business 

baulks at Labor’s ability to spend hand over fist, 

Sarah Elks

Note: NFPS—non-financial public sector; GGS—general government sector.

Source: Queensland Audit Office

Part of the pictureThey actually used wrong 

scale

83
81

75
72

68
70

72
73

75
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Closing
Karen Johnson, Assistant Auditor-General, QAO




