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Summary

This report supports transparency about how we manage audit quality at the Queensland Audit Office
(QAOQ). It outlines our approach to quality management practices and how we assess risks to audit
quality. We report on areas of strength and where we can improve, supporting confidence in our work.

QAO is accountable to the Queensland Parliament as its independent auditor of all public sector and local
government entities. We provide financial and performance audits and sustainability assurance, and
report results and insights to parliament.

We apply the Auditor-General Auditing Standards and other relevant auditing standards to our work. We
deliver more than just an audit or assurance report — our work goes to the heart of delivering better public
services and focuses on probity and propriety of decision-making, accountability, and value-for-money to
the public.

This transparency report covers our audit quality program for the year ended 30 June 2026. We choose
to provide this report to:

e explain our quality program and results
¢ show how we seek to improve our audit and assurance practices
e describe our system of quality management.

The content of this transparency report is guided by the Corporations Act 2001 for auditors of listed
entities. We have voluntarily adopted these requirements in the public sector to demonstrate and support
transparency of our audit practices.

Transparency at a glance

49

Number of engagement file
reviews and open file reviews
undertaken in our 2025-26
quality assurance program
(2024-25: 47 reviews).

Audit opinions issued in 2025-26
about the reliability of financial
statements of state and local
government entities
(2024-25: 403 opinions).

Percentage of engagement file
reviews with satisfactory results

(2024-25: 94% of files).

- J

66 hours

Hours of formal training per audit

Below the 3-year average for
the number of moderate and
high-risk findings on engagement
file reviews. Many of the findings
relate to more complex areas of

audit work.
\ %

Our transparency report also includes 10 audit quality indicators, providing useful quantitative insights into

staff member in 2025-26
(2024-25: 71 hours).
Continued strong investment in
professional development,
exceeding expectations of our
professional bodies.

Separation rate of permanent
staff in 2025—-26 by headcount
(2024-25: 13%).
Maintained workforce stability.

- /

our engagement processes. In 2025-26, we either achieved the target or were within 10 per cent of
meeting the target in all of these indicators.
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Confidentiality and protecting information

Protecting confidential information remains a core responsibility of QAO. We are committed to continually
improving our governance arrangements and practices to maintain the integrity, confidentiality, and
security of information entrusted to us. We regularly review and strengthen our internal policies,
procedures, and controls to support the secure management of sensitive information.

Section 53 of the Auditor-General Act 2009 (AG Act), applying to QAO employees and audit service
providers (ASPs), imposes significant penalties for the inappropriate disclosure of protected information.

In late 2024—25, we enhanced our contractual requirements with ASPs to require formal
acknowledgement of their obligations under the AG Act, and to confirm each audit year that they have not
breached these obligations. This year we wrote to certain ASPs to promptly address potential
confidentiality matters and seek their written assurances that they had complied with the requirements of
the AG Act. Those ASPs confirmed that they had not breached our, or our clients’, confidentiality.

Non-assurance services

We prohibit ASPs from delivering non-assurance services to their QAO audit clients without the
Auditor-General's approval. We only approve non-assurance services in limited circumstances. ASPs
must ensure that the Auditor-General is advised of any real or perceived conflicts of interest in relation to
work undertaken on behalf of the Auditor-General. We explain this further in Chapter 2.

Our system of quality management

Our system of quality management is designed to support consistent quality in all audits and assurance
engagements. In line with ASQM 1 Quality Management for Firms that Perform Audits or Reviews of
Financial Reports and Other Financial Information, or Other Assurance or Related Services Engagements
(ASQM 1), we apply a risk-based approach to identify and address risks to achieving quality.

We undertake a root cause analysis of quality issues identified through our monitoring program and for all
significant errors identified in our clients’ prior financial statements.

Our audit quality program monitors all financial audits, performance audits, and assurance reviews. The
results support our conclusion that our system of quality management is functioning effectively. We
perform reviews of finalised engagement files, in-progress engagement files (known as open file reviews),
and systems of quality management of our ASPs (firm reviews). The results of our monitoring include:

Engagement file reviews
oy o 11 of the 12 reviewed financial audits that in-house staff performed met our quality
expectations. A direct-action plan and review mechanisms were put into place for the
unsatisfactory in-house file.
o 17 of the 17 reviewed audits by ASPs were satisfactory.
o 3 of the 3 performance audit files that were reviewed met our quality expectations.
Open file reviews
¢ 10 in-house open file reviews had an average compliance of 75 per cent

(2024-25: 79 per cent) across quality indicators.
¢ 4 financial audit reviews (3 for ASPs) had minimal remediation action required.

¢ 3 of the 3 reviews of files for sustainability assurance undertaken for the first time in
2025-26 were rated as satisfactory. We reviewed planning for the assurance
engagement. The files demonstrated sound practice but required improvements to the
depth of documentation.
Firm reviews
o We assessed aspects of quality management systems at 13 ASPs. We raised
¥ ¥ ¥ 13 recommendations at 4 ASPs and re-raised 3 recommendations at another.

e 1 firm initially included in the firm review program was not reviewed due to a significant
change in the partnership and ownership structure. If we continue the relationship with
the ASP, we will review the firm in 2026-27.
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Quality management and our office

Quality management is a part of everything we do and reflects our commitment to delivering reliable and
independent audits. It gives us confidence that our work supports better public services and sound
financial management.

Through our quality reviews, we support our people to grow their professional skills and make informed
judgements. By focusing on quality, we ensure trust in our reports and the advice we give to parliament
and the public sector.

Our Strategic Plan 2026-2030 outlines our objectives, risks, organisational strategies, and indicators of
achievement, aligned to our vision and purpose. The plan is founded on our understanding of the needs
and expectations of our clients, our stakeholders, and the broader community. It provides an overarching
framework and sets the strategic direction for our operational and workforce planning, forward work plan,
and service delivery statement. It guides how we prioritise resources, deliver valued services, and
measure our performance.

Trusted and impactful work — We foster trust through products, advice, and
engagements that add value. We continue to strengthen our systems and practices to
support transparency, clear decision-making, and quality outcomes across all audit
activities.

Capable and empowered people — We invest in our people and culture to maintain a

) workforce that meets our needs. We have embedded a culture of continuous improvement
that reflects our values. We provide operating structures and programs that grow the
capability of our workforce. We continue to grow our staff by refining training, on-the-job
learning, and methodology and guidance, while promoting skills and capability through
strong leadership and clear frameworks.

. Contemporary, quality audits — We embrace innovation and evolve our systems, tools,
—,/ and ways of working. Engagement leaders and staff continue to meet high professional
standards, demonstrating our commitment to quality. This includes providing them with
contemporary, up-to-date methodologies, and our teams applying them consistently and
taking responsibility for the outcomes of each engagement. This includes our artificial
intelligence (Al) journey, ensuring we have appropriate governance in place before we
incorporate it into our systems and practices.

Sustainability assurance engagements

The Australian Government requires large public companies to prepare climate-related financial
disclosures and have them assured for the first time for 2025-26. Nine large government companies
prepared these reports for 2025-26.

We developed a sustainability methodology that complies with ASSA 5000 General Requirements for
Sustainability Assurance Engagements. We held several training sessions throughout the year and
convened regular working group meetings to build staff capability, support consistent application of the
sustainability assurance methodology, and address emerging interpretation and practice issues. We
undertook 3 open file reviews. The results indicate compliance with our methodology, and a good
understanding of how to deliver the limited assurance conclusion. We used the results to refine our
training, methodology and testing templates.
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Statement on the effectiveness of our system of quality
management

The Australian Securities and Investments Commission (ASIC) Information Sheet 184 summarises the
audit transparency report requirements under sections 322 to 332G of the Corporations Act 2001. These
requirements do not apply to QAO. However, as a public sector equivalent of an audit firm, we choose to
adopt them voluntarily where relevant and appropriate to our role.

| have evaluated our system of quality management, and the results provide me with reasonable
assurance to conclude that:

e our system of quality management functioned effectively in 2025-26

e in accordance with Auditor-General Auditing Standards, which incorporate ASQM 1 Quality
Management for Firms that Perform Audits or Reviews of Financial Reports and Other Financial
Information, or Other Assurance or Related Services Engagements, we are achieving our quality
management objectives, as described in this transparency report.

The audits we deliver are supported by an effective internal quality management system.
ey

Rachel Vagg
Auditor-General

October 2026
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1. Our quality results

Our system of quality management supports consistent quality in all audit and assurance engagements. It
is designed to meet the requirements of:

e ASQM 1 Quality Management for Firms that Perform Audits or Reviews of Financial Reports and
Other Financial Information, or Other Assurance or Related Services Engagements (ASQM 1)

e ASQM 2 Engagement Quality Reviews (ASQM 2).

How we evaluate quality

ASQM 1 requires a risk-based approach to designing, implementing, and operating a quality
management system. The system should be connected and coordinated in a way that supports proactive
management of engagement quality. It also requires QAO to evaluate its system annually and conclude
whether it provides reasonable assurance that quality objectives are met.

We found QAQ’s system of quality management provided reasonable assurance it achieved its quality
objectives. The evaluation confirmed that risks were managed appropriately, and the system was
operating effectively.

We are committed to delivering audit quality and use our annual quality review program to assess audit
engagements by our staff and ASPs. The program helps us understand common findings and areas
where quality does not meet expectations, and informs our learning, support materials, and resourcing.

Our annual quality assurance plan sets out the engagement files for review and key focus areas. It is
endorsed by the Executive Leadership Team and approved by the Auditor-General. We select files based
on judgement, considering risk, complexity, and prior quality issues. We review more financial audit files
than performance audit files due to their size and number.
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Our quality management activities

Our quality reviews of engagement files check if
audits follow our methodology and relevant
standards. An independent reviewer assesses if the
audit team obtained enough evidence to support its
judgements, conclusions, and audit opinion. An
engagement is selected for each financial audit
engagement leader every year unless they are
provided an exemption (see below). We also review
engagements by partners at our ASPs every 1-3
years. We select an engagement for each

An open file review is completed before the audit is
finalised. It helps identify issues early so corrective
action can be taken. These reviews focus on audit
strategies that may affect the audit opinion,
inefficient approaches, and how data analytics is
used. They also check whether changes in auditing
standards or better practices have been applied.
We review one engagement for each internal
engagement leader every year after their planning
has been completed. We also do open file reviews

Engagement file reviews Open file review

over internal or ASP engagement files that were
rated unsatisfactory in the prior year. We may
undertake an open file review where an ASP
partner is undertaking audits for us for the first time,
or where they are auditing in an industry for the first
time.

ASQM 1 review Root cause analysis

ASQM 1 requires the Auditor-General to evaluate,
on behalf of QAO, the system of quality
management annually, at a set point in time. This
includes reviewing our governance, policies,
procedures, and guidelines for consistency with
ASQM 1. We assessed the completeness of our
quality objectives, risks to achieving them, and the
effectiveness of our risk treatments. We also
undertook rotational controls testing to confirm they
worked as intended.

performance audit engagement leader each year.

Root cause analysis is a process used to identify the
key causes behind significant quality findings, policy
breaches, or positive audit outcomes. It supports
actions to prevent future issues and promote good
practices. Root cause analysis is applied when
serious audit deficiencies, material errors, or
repeated issues arise. Findings are used to improve
our practices and inform our training.

Source: Queensland Audit Office.

Our quality results and what we learnt

Our audit quality program monitors all financial audits, performance audits, and assurance reviews. The
results support our conclusion that our system of quality management is functioning effectively.

Engagement file reviews and open file reviews

The following table details the results of engagement reviews.

Financial audit engagements

Engagement file reviews

We reviewed 29 closed files’ financial audit engagements. Eleven of 12 reviews of in-house files were
satisfactory. No engagement leaders were exempt from review this year. The satisfactory audits met our
quality expectations with no significant issues identified. One file did not meet our quality expectations.
We acted on these results. Our response is explained in the Responding to audit quality findings section.

We also reviewed 17 files from our ASPs, all of which met our quality expectations.
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We required a partner rotation for one audit engagement due to concerns about whether the ASP partner
met our requirements to be registered with QAO. As a result of the partner change, we undertook an
open file review of the audit file for 2025.

Open file review

Q

We undertook open file reviews over the planning stage of 10 in-house financial audits. We assessed
these against 36 quality indicator metrics, and the overall average compliance was 75 per cent. As these
open file reviews are early in the audit, and only cover planning, we do not rate the results. This is
because the audit teams can address any weaknesses before the audit is completed.

The quality indicator metrics confirmed several areas in planning documentation that had been
satisfactorily undertaken. Areas needing to be addressed included consistency between the testing
program and the risk response programs, including identification of key controls and completion of
various areas by the preparer and review by a senior member of the engagement team.

A thematic review report is provided to all financial audit engagement teams to consider the implications
for their audits.

We performed an open file review of one file originally selected for an engagement review, using our
engagement file audit quality program. We did this because the financial statements had not been signed
by the client at the time the review was undertaken. The review was found to be satisfactory with minor
improvement findings.

We reviewed 3 open files of clients performing sustainability reporting in 2026 over the course of the
assurance engagement. This was to support quality and effective delivery, and ensure our new
methodology was fit-for-purpose. We discussed the findings with all sustainability assurance teams to
share the learnings in real-time.

We also completed 3 open file reviews on ASP engagements. We performed one review over a partner
who had not carried out audit engagements for QAO before, and 2 were in response to concerns with
audit quality from the prior year.

Performance audit engagements

Satisfactory engagement file reviews
o

v —_—
) —
v —_—
v —_

We completed 3 engagement file reviews for performance audits, all of which were satisfactory. This
result indicates ongoing compliance with audit standards during the audit process, supporting the
delivery of high-quality reports to Parliament.

Firm reviews

ASP firm reviews

Our ASPs are part of our system of quality management, and they deliver audits on our behalf using
their own audit methodology, systems, and staff. It is important to us, and our clients, that their systems
of quality management are robust and meet the expectations set out in the Auditor-General Auditing
Standards.
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The firms are required by their own quality responsibilities to assess the operating effectiveness of their
quality management systems for the entire firm. However, we appropriately only review our ASPs’
systems of quality management to the extent that they are relevant to performing audits on our behalf.

We assess whether the ASP firms have addressed the requirements of ASQM 1, ASQM 2, and
APES 325 Risk Management for Firms. We also assess whether firms have implemented sufficient
appropriate quality processes as required by the Auditor-General Auditing Standards, professional
standards, and regulatory and legal requirements.

To the extent they are relevant to performing audits on our behalf, we evaluated the systems of quality
management at 5 of our ASPs. For the other 8, we performed reviews to understand changes in the
firms’ approaches to quality management and changes to their methodologies. We rated all firms as
having satisfactory systems of quality management as they related to performing work for us. We made
13 recommendations on quality matters to 4 ASPs and re-raised 3 recommendations at another ASP to
further strengthen and improve their systems.

The Australian Government’s Parliamentary Joint Committee on Corporations and Financial Services is
considering one firm for improper use of private sector clients’ audit information. We incorporated these
matters into our review of the firm’s system of quality management and wrote to them about
understanding any potential impact on QAO and our clients. This is explained further in Chapter 2
under Managing Information.

In 2024-25, we identified one firm requiring significant improvements in oversight and supervision of its
engagement leaders and engagement files. We had in-depth discussions with the managing partner
about quality matters and our expected improvements. In response, in 2025-26, we decreased the
number of audits contracted to this firm and increased our supervision and oversight. Our responses
are detailed in the Responding to audit quality findings section below.

Responding to audit quality findings
QAO’s Quality Management Committee:

e moderates all reviews where the quality assurance reviewer is recommending an unsatisfactory
outcome

e assesses the findings from the root cause analysis

e determines a response.

Unsatisfactory results

One in-house file did not meet our quality expectations. This was primarily due to lack of timely review
undertaken by the engagement leader and engagement quality reviewer. There was also insufficient audit
work carried out over the completeness and accuracy of property, plant and equipment contributed to the
entity.

In response to this outcome, the committee assigned a more senior engagement leader as a signing
officer to all larger or higher-risk audits undertaken by the engagement leader. This is to provide quality
management support. The insufficient work on the client was also re-performed this audit cycle to ensure
there wasn'’t a prior period error in the financial statements.

A performance and training program has been established for the engagement leader and engagement
quality reviewer.

Quiality assurance program results

The number of issues raised this year is 10 per cent below the previous 3-year average. However,
compared to last year, we had a 15 per cent increase in moderate and high-risk issues identified in our
29 engagement file reviews. In-house audits accounted for 55 per cent of the moderate and high-risk
issues from the engagement reviews. Audits delivered by our ASPs had a reduction in issues from 69 per
cent in 2024-25 to 45 per cent in 2025-26.
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We did not identify any instances where there is evidence that the engagement leader issued an incorrect
audit opinion.

Many quality findings relate to more complex areas of audit work including property, plant and equipment,
information systems, and revenue. These more complex areas of work require high levels of technical
competency, more senior staff involvement, and a greater level of supervision and review.

Our quality findings in identifying risks and/or developing risk response mostly relate to staff skills in these
areas, and the underpinning audit technical training and audit programs.

We also found that supervision and direction have not always ensured that assigned tasks and
responsibilities have been carried out by the appropriate team members, and that documentation to
support our judgements is sufficient.

These findings are mostly being addressed through:

enhancing the mix of resources and capabilities on these engagements
o refining training programs and having staff attend additional training

e acting on individual engagement files, with more timely supervision and review supported by
engagement leaders and engagement managers better managing their time

o reflecting positive and negative quality assurance results into performance plans to encourage
positive quality behaviours

e providing audit staff with audit tools for complex areas.

Prior period errors

Potential errors in published financial statements are sometimes identified by financial statement
preparers or their auditors in a subsequent year. Prior period errors occur when financial statements from
past years contain significant omissions or misstatements. These errors are corrected in the current
year’s statements when they are of such importance in dollar value or context to the entity’s operations
that users of the financial statements may be misled.

Our Modified Opinions Panel considers:

e whether an identified matter is an error

o ifitis an error, whether it is significant enough to warrant correction in the current year
e the root cause of the previous audit team not identifying the error.

During the 2025-26 financial year, we recorded 12 prior errors from the 414 audit opinions we issued
(2.9 per cent). We performed a root cause analysis on these 12 errors, which were mainly for complex
areas such as property, plant and equipment, including contributed assets at local governments, and
revenue recognition.

The results of the root cause analysis are reported semi-annually to the Executive Leadership Team.
Findings are analysed to determine the most appropriate future actions, including resourcing decisions,
updates to testing programs, and more targeted training.

We discuss our findings with our ASPs at our regular ASP forums and specific sector forums. We also
invite our ASPs to attend our training sessions where applicable.

Sustainability assurance engagements

The Queensland Government has 9 large companies that prepared climate-related financial disclosures
for the first time in 2025-26. Entities within scope must prepare a sustainability report that complies with
Australian Sustainability Reporting Standards issued by the Australian Accounting Standards Board, and
obtain independent assurance over their climate-related financial disclosures.
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We undertook several actions to ensure our staff were well prepared and equipped, including:

e convening regular working group meetings, chaired by a senior engagement leader with audit clients
preparing reports for the first time

¢ holding several training sessions throughout the year for all staff working on these engagements
e undertaking 3 open file reviews

e reflecting on the learnings and feedback from the above actions to refine our methodology, templates,
and training.

Our approach supported consistent application of the methodology, and addressed emerging
interpretation and practice issues.

We identified areas of sound practice but also areas where further guidance and capability development
will support consistent high-quality assurance outcomes.

We held sustainability workshops with our clients who were required to report in 2025-26, and also
provided regular updates in our various forums during the year. In our specific energy industry forum, we
included a session on sustainability and discussed the type of evidence we would be examining as part of
these assurance reviews.

Strategic review of the Queensland Audit Office

A key accountability measure is an independent review (strategic review) of our organisation, conducted
at least every 5 years. The Queensland Governor in Council appoints independent reviewers from outside
QAO and provides them with the terms of reference. The reviewers engage with us, our staff, our clients,
and other key stakeholders to understand how well we are operating and fulfilling our mandate.

The last strategic review report, Strategic Review of the Queensland Audit Office 2023, was tabled in
parliament on 15 February 2024. It concluded that QAQO’s functions are effective, efficient, economic, and
valued. The review also identified opportunities for improvement. Its results and our response are
published on our website at www.gao.qgld.gov.au/about-us/external-reviews.

In our Annual report 2025-26, we discussed our progress in addressing the reviewers’ recommendations.
We are making good progress on the 10 recommendations relating to audit quality, having closed 8. Our
internal auditors validate that our responses have been effectively implemented before we close a
recommendation.

What are we doing to improve and maintain audit quality?

Quality assurance findings inform our improvement actions

We undertake root cause analysis for all significant quality issues, including material
prior period errors. These results, and the results of our quality reviews, inform us
about areas we need to invest in to support and improve the skills of our audit staff
and ASPs.

Our 2026-27 training program will focus on efficient audit practices that improve our
quality by:

o identifying key risks relating to public service delivery and the expenditure of

public funds

e developing appropriate risk response programs that target areas of higher risk
within a class of transactions or an account balance.


https://www.qao.qld.gov.au/about-us/external-reviews
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Monitoring our indicators of audit quality

We monitor audit quality using 10 key indicators. These include 6 indicators from the
Australasian Council of Auditors-General (ACAG), which provide comparable
information for audit offices across Australia.

We monitor the indicators monthly throughout the audit year. They help us track
performance, guide targeted training and improvements, and inform our resource
needs.

This approach provides insights to adjust our practices and enhance audit outcomes.
Details of the indicators are in Appendix B.

Actions we are taking to improve audit quality in 202627

Based on the 2025-26 findings, we will deliver improvement actions to support our
financial, performance, and assurance audits, including those conducted on our
behalf by ASPs.

Key actions include:

e ensuring our engagement leaders have sufficient time to lead their audits through
a fair and equitable allocation of audit work and corporate activities

¢ working with the engagement leaders to ensure they continue to have the required
number of staff with the necessary skills at the right times

e continuing to develop or improve our online training offerings

¢ discussing with our ASPs our expectations of undertaking and reporting
non-assurance services to us

e continuing our Al journey by providing guardrails for our auditors to use Al
efficiently, effectively, and ethically.
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Our action on commitments from last year

Figure 1B provides an acquittal of the commitments we made in our Transparency report 2024-25.

Figure 1B
Acquittal of our 2024—-25 commitments
Commitment Status

Present engagement file reviews and root cause analysis Q
findings to staff and ASPs in audit update sessions

Note 1
Update training plans, templates, and methodology to Q
address key issues
Deliver targeted quality assurance workshops to ASPs 0

Note 1
Enhance sector engagement and communication with 0
ASPs

Note 2

Note 1: We hold annual ASP forums in Brisbane and Cairns, where we present and discuss quality assurance findings.

Note 2: Our industry leads run forums with ASPs on industry-specific matters. These are held at key points in the audit cycle to
discuss common risk assessments, risk responses, and areas of audit focus. Our industries include energy, water, health,
local government, and universities.
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2.

Our system of quality management

Our system of quality management supports consistent quality in all audit and assurance engagements.
This chapter describes the components of our system; Chapter 1 evaluates its effectiveness.

The Australian Standard on Quality Management (ASQM 1) requires audit firms to design, implement,
operate, and regularly evaluate their system of quality management. A compliant system of quality
management addresses the 8 components shown in Figure 2A.

Figure 2A
A compliant system of quality management

e 'S risk A8SOSSMENt proggs
S

<

Relevant
ethical
requirements

Governance
and
leadership

MOnitoring and remediatio®

Source: Queensland Audit Office from ASQM 1.

Our risk assessment process

Our approach

In accordance with ASQM 1, we apply a risk-based approach in designing, implementing, and operating
the components of our system of quality management, including:

1. establishing quality objectives specified by ASQM 1

2. assessing whether we need to establish any additional objectives to achieve the aims of our system of
quality management. We concluded we did not need to establish additional objectives

3. identifying and assessing risks to achieving the quality objectives (quality risks). We review these risks
regularly throughout the year

4. designing and implementing responses to address the quality risks, including controls or treatments in
place to prevent occurrences and/or minimise consequences if a risk occurs.

In applying this approach, we consider the nature and circumstances of the engagements we perform and
our role as Queensland’s independent public sector auditor.
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Our culture of quality

We promote a culture of quality, risk awareness, and consultation. Quality and risk are regular agenda
items at Executive Leadership Team meetings and Audit and Risk Management Committee meetings.

We undertake quarterly reviews to assess and adjust risk management. This ensures our approach to
risk is contemporary with our operating environment.

Our culture encourages learning from quality review findings by sharing insights and updating
methodologies and training annually. Performance assessments include audit quality, with staff evaluated
annually on their commitment to quality, risk management, client service, mentoring, and contributions to
audit quality initiatives.

Our Head of Quality is supported by a team to carry out the quality assurance program for the year,
technical training, and methodology support.

Governance and leadership

Our structure is designed to support quality by providing clear leadership, defined roles, and effective
oversight of our quality processes.

Our quality management structure is outlined in Figure 2B.

Figure 2B
Our quality management structure

Auditor-General

Audit and Risk Executive Leadership
Management Committee Team

Quality Management —

Technical Issues and Major
Transactions Committee

Modified Opinions

1]
i

Committee Panel
Head of Quality \\ﬁ Client Services team
Engagement leaders
Quality assurance are responsible for
results report, root the performance
cause analysis, and and quality of audit
transparency report engagements

O,

E > Ope_n file E_ngage_ment
reviews file reviews

O

Learning and
— development
programs,
3 incorporating
® e review learnings
®e® gmdancel,( toolset, and Bl SRS,
WOIKpapSrs including

collaborating with
Engagement quality Audit service Audit Practice
reviewer appointments ~ provider reviews where required

Annual quality
assurance plan

Source: Queensland Audit Office.

The Executive Leadership Team, which includes the Auditor-General, leads the system of quality
management, supported by the committees and panels outlined in the Governance and oversight bodies
section below. This structure helps us apply a consistent approach to audit quality, support sound
decisions, and respond to risks in a timely way.
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Governance and oversight bodies

The Executive Leadership Team has responsibility for overseeing the quality assurance plan. It is
supported by several committees that oversee our risk and audit quality outcomes — offering guidance,
reviewing complex matters, and providing independent advice. Our committees and their responsibilities
include the:

e Audit and Risk Management Committee — Provides oversight of risk, compliance, and governance.
An independent committee advising the Auditor-General, it includes 3 external members with strong
backgrounds in audit, governance, and risk. This year, in accordance with the tenure requirements of
the committee’s terms of reference, we rotated 2 members off and welcomed 2 new members onto
the committee.

+ Quality Management Committee — Arbitrates any disputes regarding compliance with professional
and ethical auditing requirements and reviews any proposed unsatisfactory quality assurance
ratings. It supports QAO in achieving quality audit and assurance outcomes. It consists of the Deputy
Auditor-General and the Assistant Auditor-General — Financial Audit.

e Technical Issues and Major Transactions Committee — Reviews complex accounting issues and
major transactions. The committee oversees the consistency of approaches to accounting, auditing,
and financial reporting matters, promoting audit quality. It includes the Auditor-General, Deputy
Auditor-General, Assistant Auditor-General — Financial Audit, and the Head of Quality. Technical
specialists and engagement leaders lead or contribute to discussion on agenda items.

¢ Modified Opinions Panel — Reviews proposed audit modifications and key audit matters for inclusion
in independent auditor’s reports. It also considers material prior period errors and the remediation
actions identified in the root cause analysis. It escalates matters to the Auditor-General for approval. It
consists of the Deputy Auditor-General and the Assistant Auditor-General — Financial Audit. The
Auditor-General and Head of Quality have standing invites to panel meetings.

Our annual report lists the names of external members and the frequency and attendance of committee
meetings. The annual report is available on our website: www.gao.qgld.gov.au/about-us/our-annual-report-

transparency-report.

Leadership responsibilities for quality

Strong leadership is key to maintaining and improving audit quality. Clear roles and responsibilities
ensure accountability and support a consistent approach across the organisation. Responsibilities for
audit quality are shared across key roles, including:

o Executive Leadership Team (ELT) — Oversees the quality assurance framework and promotes
integrity, independence, and professionalism, setting the tone and commitment to quality.

¢ Head of Quality — Implements enhancements to the quality management system and monitors
compliance with policies and procedures. They lead the development and implementation of the
quality assurance plan, and review and endorse all quality management outcomes.

e Engagement leaders — Senior directors and directors are our engagement leaders. They are
appointed for their experience and skills, accountable for the quality of individual engagements, and
regularly assessed against policies and performance frameworks.

¢ Engagement quality reviewers (EQRs) — Assigned to higher-risk audits and assurance
engagements, they conduct reviews in accordance with Australian auditing standards. Our EQRs are
current or former engagement leaders, or more senior staff with sufficient skills and experience. They
are provided sufficient time to undertake this role. Two have experience in other jurisdictional audit
offices.

e Audit service providers (ASPs) — Maintain quality frameworks that meet professional and QAO
requirements. Their work is regularly reviewed and monitored for progress and emerging issues.
They are responsible for the audit quality within their firms and their audit files.


https://www.qao.qld.gov.au/about-us/our-annual-report-transparency-report
https://www.qao.qld.gov.au/about-us/our-annual-report-transparency-report
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Culture and values

Our employee value proposition (EVP) links our strategic plan to our employee experience. The EVP
incorporates ethical considerations through 5 components. Our EVP guides our decisions around people,
culture, and capability. It influences how we attract talent, how we develop leaders, how we support
career growth, and how we continue to improve our employees’ experience.

Figure 2C
QAO'’s employee value proposition
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Source: Queensland Audit Office.

By cultivating a positive culture, we ensure our people — both employees and contracted ASPs — are
equipped to deliver high-quality outcomes for parliament and our clients.

Our culture is expressed by our 4 core values, which set our expectations for performance and behaviour.
We regularly reflect on our culture and ensure our staff are living our values. The values are part of our
performance discussions at the individual and team level.

e Collaborating to achieve shared outcomes
Engage e Listening to understand, and communicating clearly and openly
e Being balanced, objective, and purposeful

e Appreciating and caring for others
Respect e Sharing our knowledge and skills
e Recognising achievement

e Seeking and sharing better ways of doing things
e Embracing innovation and being progressive

Inspire
e Encouraging and motivating others
*e, e Taking responsibility and being accountable
++ Deliver e Ensuring our work is quality driven and acting with integrity
.~ e Being action oriented and achieving results
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We regularly discuss our culture, including our expectations about audit quality, independence,
objectivity, and professional scepticism, at our team and community meetings. The Auditor-General
Auditing Standards and our policies establish our expectations and standards for audit quality and
independence. Our expectations extend to our ASPs via our contractual arrangements which we
communicate and monitor through our ASP forums, oversight of their service delivery, and quality
reviews. Our training program includes ensuring that our staff undertake ethics training, in line with the
requirements of Certified Practising Accountants Australia (CPA Australia) and Chartered Accountants
Australia and New Zealand (CA ANZ).

s 1 Our independence and independence practices

The Auditor-General is an officer of parliament, independent of government and not subject to direction or
influence of others. They are appointed by the Queensland Governor in Council.

They are accountable to the parliament through the parliamentary Governance, Energy and Finance
Committee. The committee has a monitoring and review function over the performance of the functions of
the Auditor-General and the Queensland Audit Office.

Independence standards and practices

The Auditor-General Auditing Standards outline the independence standards that we apply. This includes
those issued by the Australian Auditing and Assurance Standards Board, and the Accounting
Professional and Ethical Standards Board. These standards apply to QAO staff, ASPs, and contractors.

The Auditor-General and Deputy Auditor-General are required to provide a declaration of interests to the
Speaker of the Queensland Parliament. The Auditor-General is appointed for a fixed 7-year term, and
they cannot work in the public sector for 2 years after their term expires.

Our policies and procedures help us communicate independence requirements, identify and manage
threats, respond to breaches, and obtain annual written confirmation of compliance from all personnel
required to meet ethical and legal independence standards.

All staff are required to demonstrate objectivity, integrity, and professional behaviour. The engagement
leader is responsible for ensuring all staff involved in an audit engagement demonstrate independence of
mind and appearance throughout the audit.

We monitor and consider all threats to independence when assigning QAO staff to audits. Annually, we
require staff to identify close relationships within the public sector, and we use this information to
determine the allocation of team members. The Deputy Auditor-General reviews and approves all
declarations.

Rotation of key audit staff helps to provide a fresh perspective and reduces threats to independence,
particularly familiarity threats. We maintain a database that tracks auditor involvement on engagements to
facilitate succession planning and monitor compliance with our own rotation requirements.

Where an actual or potential conflict of interest is identified, the engagement leader must propose how
QAO will manage the issue. The Head of Quality reviews and endorses the proposal to the Deputy
Auditor-General for approval.

QAO maintains a register that records gifts or benefits received as part of official duties. This is published
online to avoid any perception of conflicts of interest or inappropriate influence.
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Independence and confidentiality requirements for our audit service providers

ASPs are contractually and legislatively required to protect the confidentiality of all information collected
during an audit performed on our behalf. This means they cannot make or disclose protected information
unless it is authorised under the Auditor-General Act 2009 (AG Act) or where it is required to perform
official duties under the AG Act. This prevents them from using or disclosing information they obtain in our
audits to third parties, including within their firms, except where required by law. Unauthorised disclosure
is an offence and may attract significant penalties, such as a maximum imprisonment term of 12 months.

The independence and integrity of audit firms and their personnel are key considerations in selecting our
ASPs. We review their independence before contracting them to undertake audits on our behalf and
review their independence annually. We also do not allow our ASPs to provide non-assurance services to
their QAO clients without prior written approval from the Auditor-General.

QAO takes confidentiality seriously and proactively reviewed the terms and conditions of our ASP
engagements to ensure they were fit-for-purpose. We strengthened how we describe the confidentiality
obligations in our contracts and reaffirmed our position through targeted communications with our ASPs.
In July 2025, we introduced new requirements for:

1. the lead partner to confirm they understand their confidentiality obligations within 10 days of signing
the audit contract

2. all team members who work on our audits, regardless of the extent of work, to sign an
acknowledgement of their legal obligations to comply with the confidentiality requirements in the
AG Act. These must be retained on the respective audit files

3. the lead ASP partner on each audit to provide an overall independence declaration at the conclusion
of each audit for the audit period.
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Non-assurance services

Figure 2D
Approval and oversight of non-assurance services provided by audit service providers

Requests for non-assurance services Our policy

Each year we receive a small number of requests from Our policy on ASPs providing non-assurance
our ASPs to perform non-assurance services for their services to our clients is to:
QAO clients. We only approve those requests where
the safeguards to maintain independence can be put
in place to a satisfactory standard.

e restrict consideration to only government owned
corporations and universities

e exclude statutory bodies, local governments, or
entities that share a common control or process,
such as shared service arrangements

Granting approval for ASPs to provide

non-assurance services

e apply prescriptive limits on the maximum value

QAO does not engage ASPs to undertake financial of non-assurance services Compared to the
audits of Queensland departments or integrity audit fee in any one year and over the preceding
agencies, or conduct performance audits. 3 years.

We do this to ensure government information is
protected and further reduce the risk of data
breaches.

Requests for non-assurance services during
Before granting approval for ASPs to provide non- 2025-26

assurance services, we consider:

e the independence requirements of the

APES 110 Code of Ethics for Professional 3
Accountants (including Independence formal requests received

Standards)

o whetheritis likely the Auditor-General would
undertake a performance audit related to the

non-assurance service 1
o the perception of a lack of audit independence request approved to apply for
if we grant approval for the non-assurance non-assurance service

service.

Acceptance and continuance of client relationships
and specific engagements

We manage all engagements in accordance with a framework of policies, procedures, and guidance.

Financial audits

The Auditor-General Act 2009 mandates that the Auditor-General undertakes financial audits of all
Queensland public sector entities, including local governments and controlled entities. We do not have
the right to decline these clients or discontinue these client relationships. This is because these entities
are created by state legislation. Parliament appoints the Auditor-General as the independent auditor to
ensure there is transparency, accountability, and public reporting on the results of our audits.
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We have developed approaches to maintain audit quality and manage our permanent relationship,
including:

e assigning an engagement quality reviewer

e changing the engagement team, when required, to ensure a better match of skills and experience
e outsourcing the audit or aspects of the audit if specialist skills are required

e rotating staff to manage threats to undertaking a continuous audit

e revising the audit program to address particular risks in the audit.

Forward work plan

Our reports to parliament provide assurance, insights and advice, and recommendations for improvement
that support the integrity of our system of government.

We focus on what matters to parliament and the public sector. The Auditor-General cannot be directed
about the priority given to audit matters or the way in which audits are conducted.

We prepare a forward work plan that outlines the audits we plan to undertake over the next 3 years. We
update the plan annually to ensure that we focus on the right topics and conduct them at the right time.

To ensure we select audit topics that matter most to Queensland, we apply a transparent and consultative
process. Our forward work plan considers the strategic risks facing public sector entities and local
governments. We identify the strategic risks by:

e scanning the environment in which public sector entities and local governments operate
e understanding the challenges in public sector administration

e consulting widely with stakeholders to identify and understand their concerns

e examining entities’ operations and performance

e analysing the results of our annual financial audits

e analysing the requests for audits we receive from members of the public, elected representatives,
public sector employees, and other integrity offices.

Through our plan, we provide transparency to parliament on the work we intend to perform and why we
consider it important. We also explain changes to our forward work plan to demonstrate independence in
our decision-making.

Each year we receive requests from the public to undertake audits or review matters within our mandate
that are not included in our forward work plan. We publish the requests we receive from local government
councillors and members of parliament on our website. We also publish the Auditor-General’s response.

=)
Engagement performance

We expect our engagement teams to understand and meet their responsibilities for each audit, including
the engagement leader’s role in managing and achieving quality. Our engagement leaders apply
appropriate direction, supervision, and review based on the nature of the audit and experience of team
members. This helps ensure work is performed to a consistent standard.

We have prepared audit methodologies to guide the work we undertake in financial audits, assurance
reviews, and performance audits.

Our risk-based audit methodologies have been developed and maintained to ensure compliance with the
Auditor-General Auditing Standards (which incorporate Australian auditing standards). They require us to
develop an understanding of each client’s business and risks and apply this to the design and execution
of our audits. We adapt our audit methodologies to developments in professional standards and to
findings from quality reviews. Our quality reviews evaluate how well we have applied our methodologies.
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:—| New sustainability assurance methodology developed

This year we launched our methodology for providing limited assurance reviews in accordance with
ASSA 5000 General Requirements for Sustainability Assurance Engagements.

We use this methodology when providing limited assurance for specific climate-related financial
disclosures prepared in accordance with AASB S2 Climate-related disclosures. Nine large government
companies were required to prepare these reports for the first time for 2025-26.

We developed our methodology with assistance from the private sector and had it peer reviewed by
another audit office to ensure it was fit-for-purpose for the public sector.

Delivering audits efficiently and effectively

We focus on delivering audits efficiently and effectively by applying consistent project management
practices and monitoring progress throughout each engagement. Our audit teams use standardised tools,
methodologies, and reporting templates to support quality and timeliness. We review key milestones and
outcomes to ensure audits meet planned time frames and expectations.

We also engage with entities early to understand their operations and agree on audit timelines. This helps
manage risks, avoid delays, and support effective communication.

Using data analytics to improve efficiency and effectiveness

We regularly assess our processes and look for ways to improve how we deliver our audits. This includes
building analytical solutions for our audit teams that aim to improve their efficiency, effectiveness, or both.
They are co-designed and built with subject matter experts (SMEs) from audit, methodology, data
governance, information technology, and data analytics specialists.

A key design principle is to directly connect the solution to areas of the audit through training and direct
references in our audit workpapers and templates. We assess the implementation of our new tools
through targeted quality assurance reviews. The outcomes are shared with the engagement team via a
targeted response, and thematically to all audit teams.

Determining our artificial intelligence journey

We use a consistent and evidence-based process to evaluate Al models and tools. Fundamental to this
process is complying with the Auditor-General Act 2009 to not divulge, directly or indirectly, protected
audit information. Accordingly, no client information is used to train Al models, and we do not allow QAO
staff or our ASPs to upload protected audit information into Al tools. Our staff are required to undertake
relevant training modules prior to using our endorsed Al models and tools.

We currently use Al to assist with understanding an entity and aspects of planning an audit engagement
using publicly available information, and supporting corporate services staff in the efficient delivery of their
work.

We will continue to review our audit methodology and data analytics tools, evaluating how Al is being
integrated into the technology we use.

Audit service providers

The audit methodology and quality assurance systems our ASPs adopt for QAO-contracted audits must
benchmark favourably with QAO’s methodology and system of quality management. We assess these
when we register a new firm and as part of our regular firm reviews. As part of these reviews, we assess
the firm’s policies and manuals to ensure they comply with the Australian auditing standards on quality
management. We also review their internal compliance programs to ensure they are evaluating the
operating effectiveness of their policies and procedures that guide their system of quality management.
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Investigations

We may investigate matters that other integrity agencies, elected officials, and the community refer to us.
We have policies and procedures to ensure consistency in undertaking these investigations. We have
dedicated staff who address these requests and work with our audit teams to achieve efficiency. Our fact
sheet on requests for audits explains how we undertake these investigations:
www.qao.qgld.gov.au/reports-resources/fact-sheets/requests-audits.

Our people and resources

The core of our purpose is our contribution to public accountability, transparency, and the responsible use
of public resources. Our staff derive a strong sense of purpose and professional pride from the knowledge
that their work directly supports good governance and community outcomes.

To deliver high-quality audits, we must appoint and train people who can apply their experience, values,
and professional judgement to support the conclusions in our audit reports.

We maintain a skilled workforce, able to deliver outstanding service and quality to our clients. To do this,
we have developed a detailed understanding of the skills and capabilities that individuals require at
certain points in their careers and a structured approach to learning and development.

QAO is a partner with CPA Australia in its Recognised Employer Program, and CA ANZ in its Approved
Training Employer program. These programs recognise that QAO provides structured and supported
learning opportunities for staff to complete their qualifications.

By fostering a culture of learning, we enable our people to build rewarding careers while ensuring the
organisation remains responsive to the demands of the audit profession and the public sector.

Skill and competency expectations

Our policy requires that sufficient personnel with the technical competence necessary for the work are
appointed to each engagement.

o o
®2® Our updated competency framework

In 2025-26, we reviewed and re-designed our competency framework. This new framework:

o establishes core competencies applicable to all roles (audit and non-audit)

¢ refines the competencies for performance audit and financial audit

o defines the technical competencies specific to technology audit.

The re-designed competency framework will be incorporated into our recruitment processes and our
2027 performance review process. All our learning and development offerings will also be mapped to

the competency framework, making it easier to identify development opportunities aligned to roles and
career aspirations.

We support continuous learning and career development, as they are essential to maintaining a skilled
and agile workforce.

Audit teams incorporate specialist skills based on the risks and complexity of the audit. The teams are led
by an engagement leader, who is responsible for the delivery of our audits. Engagement leaders
determine the necessary extent of direction, supervision, and review of junior staff in accordance with the
Australian auditing standards, our policies, and guidance materials.

We encourage and support all financial, performance, and information systems auditors, and staff from
other parts of our business, to complete postgraduate study. We offer them paid study time and financial
assistance towards course fees and membership fees.


http://www.qao.qld.gov.au/reports-resources/fact-sheets/requests-audits
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All financial audit managers and engagement leaders are required to have CPA or CA ANZ qualifications,
or equivalent.

Our Senior Director who leads our information systems audit team is a qualified Certified Information
Systems Auditor (CISA). Several other team members hold the Certified Information Systems Security
Professional qualification (CISSP) or CISA, or are working towards their qualification.

We also encourage our engagement leaders and assistant auditors-general to complete the company
directors’ course with the Australian Institute of Company Directors (or equivalent) to improve their
understanding of the role of a board and how to interact with those charged with governance at our
clients.

Financial audit engagement leaders hold qualifications, skills, and experience equivalent to the Australian
Securities and Investments Commission’s (ASIC’s) requirements to be a registered company auditor. The
ASPs we engage are registered company auditors.

Performance audit engagement leaders hold qualifications, skills, and experience across several different
disciplines, fields, and sectors. It is this diversity that provides the skills and technical competency
required to deliver our performance audit program.

Training our people

We assess our staff for technical competence, work experience, and training throughout their
engagements. Their capabilities, competence, development, and performance evaluations are managed
in accordance with QAQO’s technical competency frameworks and policies.

We continue to develop more training that is delivered just-in-time and offers self-paced learning. This is
reducing the volume of learning we ask staff to complete in our dedicated training periods and increasing
the ability of staff to retain the knowledge and apply it to their work.

Our technical and non-technical courses:

e provide staff with the right skills at the right time to deliver quality outcomes for clients — and provide
rewarding career experiences for our people

o keep staff at the forefront of new developments in the accounting, auditing, and regulatory
environment

e embed quality and risk appetite within our culture and leadership.

On-the-job learning and staff training

We are committed to providing opportunities for technical training, leadership development, on-the-job
coaching, and mobility arrangements (secondments within and external to QAQO).

On-the-job training is a large part of ensuring auditors have the appropriate skills to undertake their work.
We encourage teams to work together at our clients’ offices or co-locate at head office to share their
experiences, collaborate, and teach.

We also give our staff the opportunity to gain further skills and experiences in other jurisdictional audit
offices. We have annual exchange programs with the New Zealand Audit Office and the Office of the
Auditor General British Columbia. Each year, staff travel to New Zealand and Canada for 4—-6 weeks to
develop skills and experience in relation to public sector auditing from a different perspective.

In return, each office sends staff to us for a similar length of time. They bring with them a wealth of
knowledge and experiences that they share with the teams to which they are assigned and the broader
staffing cohort.

In addition to on-the-job training and learning from others, staff We provided an average of
are encouraged to complete targeted training to grow their skill 66 hours of formal

set and address identified gaps. training and professional
development per auditor.
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In 2025-26, we provided 8,627 hours of formal training and professional development to auditors, which
averages to 66 hours per auditor on a full-time equivalent basis. This exceeds the expectations of the
professional organisations of which staff are members.

Experience

We match the experience and skills of our engagement leaders to our clients’ industries and associated
risks. We also aim to give staff new experiences to complement their existing skill sets and assist with
succession planning.

We identify people with the right skills and experience to deliver our quality commitments. Our resourcing
team forecasts our people requirements and ensures we have sufficient resources available. We also run
targeted recruitment campaigns for staff with different levels of experience, supplemented by a
continuous recruitment approach. This aims to recruit talented staff when they are available.

We monitor our audit and assurance staff profile, ensuring we have sufficient senior staff involved in
audits, as illustrated in the staff headcount table below.

Figure 2E
QAO staffing profile

Profile of QAO audit staff S ZIPE 2 2R

number number
Executive Leadership Team 5 4
Engagement leaders 21 20
Engagement managers 46 44
Total number of senior staff 72 68
Percentage of senior staff to total audit staff 38% 38%

Note: includes client service staff from financial audit, performance audit, and IS audit. Excludes staff on long-term leave and any
vacancies for engagement leaders and engagement managers.

Using audit service providers to deliver audits

ASPs delivered 47 per cent of our audit opinions in 2025-26 (2024-25: 44 per cent). We engage ASPs to
support the delivery of audits, leverage their regional knowledge, and access specialist resources.

QAO'’s sourcing strategy sets principles for how audits are allocated between in-house teams and audit
service providers. It aims to maintain QAO’s operational capacity, sector knowledge, and client
relationships while balancing workload, budget, and continuity of auditors. Decisions consider audit
duration, partner rotation, regional efficiencies, and the long-term use of providers where appropriate. We
do not use our ASPs to undertake departmental audits, audits of integrity bodies, or performance audits.
We may use subject matter experts to help us deliver audits, for example information technology experts
in various aspects of cyber security.

Our ASPs are engaged under competitive tender processes. We assess the experience and skills of
engagement partners and key team members and their suitability to conduct audits on our behalf.

We prequalify ASPs to confirm they have the required experience and qualifications, manage our risk to
audit quality, and manage our obligations under independence and audit quality standards.
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To be eligible to undertake audits on our behalf, we require ASPs to:
e be registered company auditors (RCA) with ASIC

e be a current member of CPA or CA ANZ

e be authorised to sign financial statements on behalf of their firm

e be part of a firm with at least one other RCA and a system of quality management that complies with
ASQM 1

e be part of a firm that has recent public sector financial audit experience (within the last 2 years)
e have passed a criminal history check

e be part of a firm that complies with the Queensland Government supplier code of conduct and ethical
supplier threshold policy.

A QAO senior director or director and a QAO manager work closely with each ASP to manage each audit.
They review client correspondence, engage on significant risk matters, and oversee the delivery of the
audit in accordance with the audit plan. The QAO staff also engage with the client to share sector-wide
knowledge. The QAO senior director or director signs the independent audit report and is ultimately
accountable for the quality of the audit in accordance with Australian auditing standard ASA 220 Quality
Management for an Audit of a Financial Report and Other Historical Financial Information (ASA 220). The
firm’s engagement leader is responsible for quality on the audit and must be able to demonstrate they
have managed quality at an operational level in accordance with ASA 220.

At the conclusion of the audit year, we provide feedback from our clients to each of our ASPs about the
audit process and engagement. We also provide them with our observations on their audit quality. We
agree on an action plan with our ASPs to improve performance where it is needed and discuss how to
continue doing the things that work well. As a group, we discuss the aggregate client survey feedback
with all of our ASPs to help improve performance.

) . .
Iy [nformation and communication

Managing information

We have several established mechanisms to help us manage our information, including IT controls for
in-house staff, and contractual controls for ASPs. Our staff also monitor current developments, media
releases, and regulatory notices for risks occurring at our ASPs.

We responded to a media release by an ASP in May 2026 on its investigation of whistleblower allegations
involving the inappropriate sharing of client documents within its audit division. QAO has obtained written
assurance from the firm that the incident does not relate to QAO clients or operations. The firm has
confirmed compliance with our obligations for protecting confidential information on the audits it conducts
on our behalf.

Annual certification

We obtain annual certifications from all our ASPs, which include information on partners, systems,
security, and legislative and contractual compliance, including mandatory reporting to QAO. This year we
strengthened the certification to require greater detail on how our ASPs use artificial intelligence on our
audits, and protect information obtained during the audits they perform on our behalf. This certification
helps us:

e manage their independence
e ensure we are allocating an appropriate amount of work to ASPs
e understand changes in their system of quality management

e appropriately manage our contract with them, including compliance with mandatory data breach,
confidentiality, and contractual obligations.
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We take timely action to investigate a firm’s self-disclosure on compliance matters, or when we identify
concerns from their certifications.

This year we undertook 2 follow-up enquiries to ensure that client data had not been indirectly disclosed
to third parties. We concluded that while the ASPs had not met their contractual requirements to obtain
Auditor-General approval prior to allowing these individuals to work on QAO engagements, there was no
indication of a data breach and no audit information had been used inappropriately.

Communicating effectively within the Queensland Audit Office

We have established procedures and practices to identify, capture, process, maintain, and communicate
information throughout QAO. These procedures are supported by IT applications that provide accurate,
complete, and timely information that assists with decision-making in QAQ’s system of quality
management.

We share information across QAO through:

1. industry groups — These communities of audit teams have similar clients or similar client objectives,
enabling staff to share industry knowledge and experiences and solve problems together. Group
members collaborate informally and in structured meetings, through which QAO also shares strategic
messages

2. cohort meetings — Graduates, junior auditors, engagement managers, and engagement leaders come
together in cohort meetings. These meetings provide safe spaces for staff at the same level to share
knowledge and experiences, receive coaching, tackle issues relevant to their role, and discuss how to
implement strategic decisions

3. quarterly all-staff seminars — These share information of strategic importance to QAO and provide a
way for staff to ask questions of the ELT.

Audit teams use digital communication channels to informally share information and solve problems. This
is an effective means of communication when our audit teams are travelling across Queensland. We also
use digital communication channels to share information with our ASPs.

Digital records are maintained for all audit-related matters, using electronic audit software that allows
engagement teams to share information with each other, the engagement quality reviewer, and those
providing consultation.

We have one source of truth for documenting our audits. Auditors are required to transfer all audit
evidence and analysis from working sites into the audit file as evidence that it is completed and reviewed.
This step is required before the file is closed.

Communicating effectively with stakeholders

Engaging with our stakeholders, including parliament and state and local government entities, enables us
to better align our business and audit practices with their needs and expectations. This helps drive
long-term benefits for QAO and the public sector.

We recognise that effective communication between audit teams, client management teams, audit
committees, and boards is critical to improving public services. Our communication covers the scope of
audits, any threats to independence or objectivity, risk assessments, significant findings, and
recommendations. Our reports are structured to communicate clear and concise messages and allow
readers to quickly understand key findings.

We regularly report the progress of audits and our findings to those charged with governance, including
chief executive officers, board chairs, and audit committees. We do this through meetings and through
formal presentations of our plans, progress updates, and management letters explaining our findings.

Those charged with governance can provide a positive influence on the quality of an audit by
demonstrating an active interest in the auditor's work and acting when they do not consider that
appropriate quality has been provided.
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We invite the chairs of audit committees to a twice-yearly briefing where we explain the strategic priorities
of the office and discuss common findings from our audits.

We help parliament understand public sector entities’ financial management and performance to support
its accountability role.

We report publicly to parliament on the results of all our audits and on the most significant audit issues we
identify. Our reporting includes updating it on how entities are progressing with implementing our
recommendations. This helps to highlight whether control weaknesses still exist or performance gaps are
not fully resolved.

We also engage directly with ministers about recent and upcoming performance audits. This includes
offering to meet with the ministers of entities being included in reports to parliament so they have an
opportunity to discuss our findings and recommendations.

We proactively engage with parliamentary committees and secretariat staff to help us better understand
committee needs in relation to our reports and other products. We hosted a parliamentary committee
forum in March 2026 for committee members and secretariat staff.

The monitoring and remediation process

Our system of quality management identifies our quality objectives and assesses threats and risks to
achieving them. It includes key controls and any additional controls being implemented to reduce risk to
an acceptable level.

We have a senior manager dedicated to managing QAO'’s risk process. They meet quarterly with our risk
owners to ensure the risk register is complete, risks are accurately documented, and controls continue to
operate effectively. The risk register includes strategic and operational risks.

The senior manager reports to the ELT quarterly and to each Audit and Risk Management Committee
meeting on:

e changes in risk

e risk controls and additional treatments

e work to bring into appetite any risks outside our appetite or tolerance
e action being taken to address emerging risks or risks on a watchlist.

Where the risk falls outside our appetite or tolerance, the ELT discusses mitigating actions, including a
remediation plan.

Separately, the Head of Quality provides a status update on the progress of the quality assurance plan to
monthly ELT meetings and quarterly to Audit and Risk Management Committee meetings.

The Quality Management Committee meets as needed to review quality findings.

Improvement opportunities

We report improvement opportunities identified from quality assurance reviews to the ELT and Audit and
Risk Management Committee at the completion of each review cycle.

We report more frequently on the root cause analysis for material policy breaches, material prior period
errors in financial statements, and unsatisfactory quality assurance reviews. The reporting includes
proposed remediation, issues identified during the root cause analysis, and responses to new and
changing risks.

The themes of the open file review, engagement file review programs, and root cause analysis (where
appropriate), together with improvement recommendations, are shared with all audit staff. Teams are
required to acquit in their audit files how they have addressed the findings and recommendations.
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Review team, milestones, and duration of the audit quality program

The Head of Quality is accountable for quality review, quality assurance, and active oversight of policies
and procedures relating to quality assurance. They work closely with assistant auditors-general to share
knowledge and provide advice on improvement opportunities arising from quality assurance activities.

The Deputy Auditor-General, as QAQO’s Chief Operating Officer, is accountable for the effectiveness of
training programs and delivering on QAQ’s learning and development plan. The Head of Quality, Deputy
Auditor-General, and assistant auditors-general collectively ensure the training program is appropriate.

We primarily use specialist contractors to deliver the quality review program. This helps us maintain
independence of the review function. Internal senior managers and directors assist in reviewing our
ASPs’ files and pre-certification reviews. These staff work across our technical team.

We develop an annual quality plan that establishes:

o files selected for open file reviews and engagement file reviews
e areas for deeper analysis

e the timing of quality reviews

e assignment of engagement quality reviewers

e reporting milestones.

Each internal engagement leader for financial audit is subject to one open and one engagement file
review each year. However, financial audit engagement leaders with satisfactory ratings for each of their
last 3 engagement file reviews, where at least 2 are rated as Satisfactory with no or minor findings, do not
have an engagement file review in the following year.

Engagement file reviews are rated as either:
e Satisfactory with no or minor findings

e Satisfactory with findings that are more than minor but less than materially deficit. This means we
raised some quality issues, but the engagement leader still had sufficient appropriate audit evidence
to support their audit opinion

e Unsatisfactory. This means that there was a systemic lack of supervision and timely review by the
engagement leader, and/or the engagement leader did not have sufficient appropriate audit evidence
to support their audit opinion.

Our performance audit engagement leaders are subject to one engagement file review each year. Open
file reviews are undertaken of performance audits where required. This may include situations where the
engagement leader is newly appointed to the role.

We review our ASP engagement partners on a 3-year rotating basis. This approach reflects that our
ASPs are also subject to quality reviews by their professional bodies, ASIC, and their in-house program.
We request copies of all quality assurance reviews performed over our ASP engagement partners.

We aim to complete our reviews in time for teams to undertake recommended improvement actions in
their current year audit files.

Remediation actions

Engagement leaders actively engage in the quality assurance process. They provide feedback and
responses to questions we raise during the engagement file review process to ensure audit quality
findings are fair and balanced. The engagement leader and quality assurance reviewer discuss
appropriate remediation action. This may include performing further audit work or changes in practice
going forward. A root cause analysis is undertaken for all unsatisfactory files and for issues formally
raised with the engagement leader.
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If an audit file is rated as unsatisfactory, we follow up with a targeted open file review prior to the
subsequent independent auditor’s report being signed. This ensures that the deficiencies identified in the
cold review have been appropriately addressed. Depending on the quality matter, we may require the
engagement leader to obtain sufficient and appropriate audit evidence for the audit that was rated
unsatisfactory. We will also schedule a further cold review over an audit by the same engagement leader
to ensure that the audit quality issues are not systemic across their audits.

Monitoring audit quality across our audits

Monitoring audit quality is an important aspect of identifying emerging risks and opportunities, ensuring
standards are being adhered to, and ensuring staff are performing well.

We monitor a range of audit quality indicators that span our culture and values, independence,
recruitment, employee performance assessment, audit allocation process, quality assurance, timely
reporting, and interaction with stakeholders. We monitor both quantitative and qualitative measures,
which are reviewed annually for continuing relevance. The measures are listed in Appendix B.

The Head of Quality reports monthly to ELT on the outcomes of the quality assurance program, and
6.monthly on the root cause analysis and status of remediation actions.

Our Technical Issues and Major Transactions Committee and Modified Opinions Panel provide in-depth
and expert analysis of complex financial accounting and audit issues, reporting of key audit matters, and
proposed audit qualifications. These groups meet throughout the audit year as required.

Managing audit quality on our audits

Engagement leaders and engagement managers are provided with access to business intelligence
dashboards that help them identify independence matters and risks to completing their audit in time and
on budget.

Our audit approach requires us to plan, supervise, and manage our audits so the work performed
provides reasonable assurance they comply with our policies and methodologies. The engagement
leader is responsible for:

o the overall management of staff and the audit process

e engagement quality throughout the audit

e ensuring engagement quality reviewers are promptly briefed on significant matters.

Engagement leaders are required to lead client engagement and review all high-risk areas of their audits,
significant judgements, and audit evidence that supports our audit findings. They also ensure the

engagement manager or on-site team leader has performed a timely review of all other audit working
papers.
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A.

About the Queensland Audit Office

Our audit services

The Queensland Audit Office (QAOQ) is parliament’s independent auditor of Queensland’s state and local
government public sector entities. We are one of the largest audit practices in Queensland.

We provide audit and assurance services and share insights through our reports to parliament. Our
financial audits deliver audit opinions on the accuracy and reliability of entities’ financial statements. Our
performance audits evaluate the efficiency, effectiveness, and economy of public service delivery. We
also undertake sustainability assurance audits, compliance audits, and audits of controls at service
organisations.

In 2025-26, we formed 414 audit opinions about the reliability of financial statements of state and local
government entities (2024—25: 403). Our audit service providers performed the audits that delivered
47 per cent (2024-25: 44 per cent) of these opinions. We recover the costs of our financial audits from
audit fees charged to our clients.

We provide advice and insights and make recommendations that help entities to improve their financial
management and service delivery, strengthen internal controls, and improve public sector accountability
and performance. We do this through our financial and performance audits and through our reports to
parliament, better practice guides, and blogs.

We tabled 17 reports to parliament this financial year. Of these reports, 8 were on the combined results of
individual financial audits, 8 were on performance audits, and one was our annual report on the status of
Auditor-General’s recommendations. This year we published our first standalone report on information
systems, which explained findings from the audits we undertook in 2024-25.

Our Forward work plan 2026—29 sets out the reports we plan to table over the next 3 years.

The cost of our performance audits, reports to parliament, investigations, and the position of the
Auditor-General were funded through parliamentary appropriations totalling $8.3 million in 2025-26
(2024-25: $8.1 million).

More information about our achievements, structure, and mandate is in our annual report, which is
available on our website.

Our mandate

The Auditor-General Act 2009 (the Act) governs the powers and functions of the Auditor-General. It
provides the basis for QAO’s access to information, and the reporting of findings from our audits.

Our audits are conducted in accordance with the Auditor-General Auditing Standards. These standards
require us to adopt standards issued by the Australian Auditing and Assurance Standards Board to the
extent they are consistent with the requirements of the Act. The standards are reviewed frequently.

Remuneration of audit executives

QAOQ’s audit leadership team is made up of the Auditor-General, the Deputy Auditor-General, the
assistant auditors-general, our engagement leaders, and the leaders of our specialist audit teams.

Our Executive Leadership Team is comprised of the Auditor-General, Deputy Auditor-General, and
3 assistant auditors-general. It is responsible for setting the strategic direction of QAO and has
operational responsibility for QAO’s system of quality management.


https://www.qao.qld.gov.au/audit-program
https://www.qao.qld.gov.au/about-us/our-annual-report-transparency-report
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The remuneration for the Auditor-General is approved by the Queensland Governor in Council and is
within the Queensland Public Sector Chief Executive Framework.

The remuneration and other conditions of service of QAO’s staff are determined by the Auditor-General in
accordance with the Auditor-General Act 2009.

Remuneration paid to our Executive Leadership Team is publicly disclosed in QAQ’s annual report.

Individual remuneration and other terms of employment are specified either in employment contracts
and/or letters of appointment. Remuneration is made up of:

e short-term employee benefits — with monetary benefits being base salary, incentives, allowances, and
leave entitlements; and non-monetary benefits being car parking, professional memberships, and
applicable fringe benefits tax

¢ long-term employee benefits, including accrued long service leave

e post-employment benefits, including superannuation contributions.

No staff are paid performance bonuses.
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B.

Audit quality indicators

Our transparency report measures 10 audit quality indicators, providing useful quantitative insights into
our engagement processes. Six of these are derived from the Australasian Council of Auditors-General
(ACAG) annual benchmarking survey and therefore provide, to the extent practicable, comparable
information to offices across Australia. We supplement these with 4 other indicators identified from our
performance measures and policy requirements.

In the absence of any single set of widely accepted indicators, we acknowledge the inherent limitations of
the indicators we have chosen and analysed, namely that:

e some measures do not directly measure the quality of the audits performed

e a measure typically provides information relating to only one aspect of the inputs to achieving quality
audits, and there are many factors affecting audit quality

o different quantitative results for a particular measure may be appropriate in different circumstances
(for example, different engagement leader-to-staff ratios of hours charged may be appropriate,
depending on factors such as the nature, size, and complexity of audit engagements).

This year, QAO contributed to ACAG’s thought leadership paper titled Audit quality in the public sector. It
discusses audit quality in the public sector, how quality is measured and managed, and strengths and
weaknesses of systems of quality management. It is available here.

ACAG will expand its annual benchmarking survey next year to gain further insights into audit quality.
This should allow us to expand the measures of audit quality we report in next year’s transparency report
to include:

1. the percentage of audited statements disclosing material prior period errors and percentage of audited
statements required to be reissued to correct material errors

2. relevant audit experiences as measured by years by engagement leaders, team leaders, and audit
seniors.

Figure B1 reports the results of our audit quality indicators for 2025-26 and 2024—25, measuring our
performance against targets formulated from past ACAG benchmarking survey results and our internal
performance measures and policy requirements. We have provided an explanation for variances where
measures have not met the 2025-26 target by 10 per cent.


https://www.acag.org.au/files/Audit%20Quality%20in%20the%20Public%20Sector%20Final%2019%20June%202026.pdf
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Figure B1
Audit quality indicators — 2025-26

Measure met Measure did not meet the Measure did not meet the

Key the target target by less than 10 per cent target by 10 per cent or more

2024-25 2025-26 2025-26 Variance
Target
actual actual result to target

Audit quality indicator

ACAG indicators

Percentage of engagement leader hours charged to

in-house financial audit work. This indicates
appropriate supervision and review of audits. 8.8% 8.9% 9-11% ‘ 0.1%
Note 1
Percentage of time charged to . . .
audis by senior staff. This Financial audt oo, sow 152 (@) 0.9%
indicates appropriate supervision
and review of audits while being
efficient in delivery and growing
our staff. Performance 42% 44.2% 40-50% 0 -
Note 2
Training and professional development hours
per FTE audit professional — financial and Q
performance audits. This indicates staff are provided 71hrs 66 hrs 60 hrs 6 hrs
with sufficient training to undertake their work.
Average chargeable hours per 1.250—
FTE professional. This indicates  Financial audit 1,198 hrs  1,312hrs 2250 0 _
an appropriate use of professional ’ rs
staff to encourage audit quality.
Note 3
Performance 1,170-
audit 954 hrs 1,255 hrs 1,270 hrs Q -
Percentage of FTE staff allocated to audit
standards/quality assurance/methods. This o o o 0 _
indicates appropriate resources are available to 2.5% 2.44% 2-5%
support audit teams to assess technical matters.
Separation rate of permanent employees as a
percentage of total permanent employees on a
headcount basis. A low separation rate allows us to Q
build a strong culture, retain knowledge, and 13.2% 10.7% <15% -
improve our client experiences.
Note 4
Non-ACAG indicators
Post-audit and assurance quality review program —
g:;ﬁ:?grt]i?eesof audit files with no material 94% 97% 100% ‘ 3.4%
Note 5
Percentage of auditors who completed annual
independence declarations. This helps us ensure 100% 99% 100% e -1.0%
we manage conflicts of interest.
Instances where we have breached our
independence with our clients. 1 - Nil 0 -
Note 5 and 6
Independent survey of audit clients’ overall
satisfaction (index points) 82ip 83ip 80ip Q 3ip
Note 5
Notes:

FTE — full-time equivalent.

Note 1:  This measure was changed in 2025-26 from a ratio to a percentage to improve understandability of the measure.
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Note 2:

Note 3:

Note 4:

Note 5:

Note 6:

Source:

In the ACAG benchmarking survey, senior staff includes engagement leaders, engagement quality reviewers, and
engagement managers.

These measures are based on a similar definition of chargeable hours as we use in our internal management reporting.

This includes work performed on audits and other work such as our forward work plan that is funded by our appropriation.

In the prior year this was reported as one consolidated figure. It has been separated due to the different team structures
and different expectations on each team.

This measure is calculated in the same way as for our annual report, based on headcount and Minimum Obligatory
Human Resource Information (MOHRI). The formula differs slightly from the methodology used for ACAG reporting.

These 3 measures incorporate our audit service providers and the audits they perform on our behalf. All other measures
relate only to QAO and QAO’s workforce.

This measure was retitled to better reflect its intent.

Queensland Audit Office.



T: (07) 3149 6000

E: gqao@qao.qld.gov.au

W: www.qao.qld.gov.au

53 Albert Street, Brisbane QId 4000
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