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LETTER OF TRANSMI TTAL

4 October 2011

The Honourable Wayne Swan, MP
Deputy Prime Minister and Treasurer
Parliament House

Canberra ACT 2600

Dear Deputy Prime Minister

| have pleasure in presenting the annual report of the Auditing and Assurance
Standards Board (AUASB) and the Office of the Auditing and Assurance Standards
Board for the year ended 30 June 201.

The report has been prepared in accodance with Part 12 Division 3 of the Australian
Securities and Investments Commission Act 20R$IC Act) and the Financial Management
and Accountability Act 1997FMA Act).

Section 236DG of the ASIC Act requires me to prepare a report of the operations of the
AUASB and the Office of the AUASB during the year, and on the achievement of the
objects of Part 12 of the ASIC Act relating to auditing standards. The report is required
to be tabled in each House of the Parliament as soon as practicable.

Yours sincerely

Ileba,

Merran Kelsall
Chairman, Auditing and Assurance Standards Board
CEO, Office of the Auditing and Assurance Standards Board
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ABBREVI ATI

ONS

The following abbreviations are used throughout this report:

AASB
AICD
ANAO
APRA
ASA
ASAE
ASIC
ASIC Act
ASRE
ASX
ATO
AUASB
AUuASB
CAC Act
CDS
CLERP 9 Act

CPAA
DCCEE
FMA Act
FMO
FRC
FRLI
GST
IAASB

Australian Accounting Sta ndards Board

Australian Institute of Company Directors

Australian National Audit Office

Australian Prudential Regulation Authority

Australian Auditing Standard

Australian Standard on Assurance Engagements

Australian Securities and Investments Commission
Australian Securities and Investments Commission Act 2001
Australian Standard on Review Engagements

Australian Securities Exchange

Australian Taxation Office

Auditin g and Assurance StandardsBoard

Auditing and Assurance Standards Board (to 30 June 2004)
Commonwealth Authorities and Companies Act 1997
Commonwealth Disability Strategy

Corporate Law Economic Reform Program (Audit Reform and Corpore
Disclosure)Act 2004

CPA Australia

Department of Climate Change and Energy Efficiency
Financial Management and Accountability Act 1997
Finance Ministero6s Orders
Financial Reporting Council

Federal Register of Legislative Instruments

Goods and Services Tax

International Auditing and Assurance Standards Board
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ABBREVIATIONS (CONTINUED)

ICAA The Institute of Chartered Accountants in Australia

IPA Institute of Public Accountants

ISA International Standard on Auditing

ISQC International Standard on Quality Control

NGER Act National Greenhouse and Energy Reporting Act 2007
NSS National Standard Setters

NZAUASB New Zealand Auditing and Assurance Standards Board
OBPR Office of Best Practice Regulation

OHSC Occupational Health and Safety Committee

PSA Public Service Act 1999

PSB Professional Standards Boardd New Zealand

RIS Regulation Impact Statement

SBR Standard Business Reporting

SMEs Small and Medium Enterprises

TTAASAG Trans-Tasman Accounting and Auditing Stan dards Advisory Group
WASB Water Accounting Standards Board

XBRL Extensible Business Reporting Language

XRB External Reporting Board 8 New Zealand
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CONTACT DETAILS

Executive Director
Auditing and Assurance Standards Board

Street Address:
Level 7, 600 Bairke Street
MELBOURNE VIC 3000

Postal Address:
PO Box 204
Collins Street West
Victoria 8007

Tel: 0380807400

Email: enquiries@auashgov.au
Fax: 0380807450

Web: www.a uasb.gov.au

Page ix






Chairman’s Review







CHAIl RMBNREVI EW

INTRODUCTION

There are a number of current and emerging strategic
issues affecting auditing and assurance practitioners.
Necessarily, these issues impact on the work of the
Auditing and Assurance Standards Board (AUASB).

Following the global financial crisis there has been
considerable debate on auditing-related issues, including
audit quality, the role of the auditor and auditor reporting.
There is a considerably heightened focus on the
independence of auditors and greater scrutiny over the
scepticism and professional judgement exercised by
auditors, and as a consequence, also growing international
pressure for greater regulation of auditors.

It is important to recognise that a major focus of the International Auditing and
Assurance Standards Board (IAASB) and the AUASB over the past three to four years
has been the revision and reissue of the Australian A uditing Standards (ASAS) in
Clarity format. The IAASB issued its suite of Clarity auditing standards in 2009
effective for reporting periods beginning on or after 15 December 2009, and the
AUASB released conforming Clarity auditing standards in 2009, operative for financial
reporting periods that commenced on or after 1 January 2010. These revised auditing
standards significantly increased the requirements on auditors in a number of areas of
concern, including accounting estimates, using the work of experts, group audits and
communicating with audit committees. These standards, which are now applied by
auditors, address many of the areas of concern raised during the crisis.

Whilst the auditing standards are considered to be robust and have stood up well in
the wake of the global financial crisis, we have and will continue to actively participate
in the various forums addressing relevant concerns, and to revise and issue auditing
standards and guidance that enhance and improve reporting by auditors.

Accordingly, to achieve our objectives during the past year, the AUASB agenda
concentrated on:

1 further facilitating the implementation of the Clarity ASAs via presentations and
articles in professional journals

1 monitoring the implementation of the Clarity ASAs
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1 issuing new standards and guidance to address specific industry and regulatory
requirements

1 increasing the AUASBO®s influence international/l
and participation in IAASB task forces

1 obtaining greater input from stakeholders in making submissions on IAASB
exposure drafts and discussion papers via round table discussions

1 keeping pace with international and local developments on issues highlighted
during the global fina ncial crisis such as audit quality, the role of the auditor and
the value of assurance

q liaison with the New Zealand Professional Standards Board

1 ensuring the AUASBO®s processes are open and tr
and receptive to their input and feedback.

During the year, the AUASB issued an amending standard and 26 compiled standards,
a standard on related services, two exposure drafts, three guidance statements and
made 10 formal submissions to the IAASB and other regulators. Members and staff of
the AUASB held roundtable discussions on international submissions and presented to
outside groups on numerous occasions.

FORMULATE AND MAINTAIN PRONOUNCEMENTS

Auditing Standards

The ASAs revised and redrafted in Clarity format were issued in 2009 and are
operative for financial reporting periods commencing on or after 1 January 2010. These
standards conform with the equivalent International Standards on Auditing (ISAS)
issued by the IAASB, thereby promoting the consistent application of auditing
standards globally.

With the issue of the Clarity ASAs , the AUASBOGs primary initiati.\
contributing to their successful implementation. To this end, the AUASB has

undertaken and will continue to undertake significant work to communicate to

auditors and other assurance practitioners the key changes in the ASAs that resulted

from their redrafting and revision. This work includes making various presentations in

informational sessions in various cities, which started in the prior period and

continued th roughout 2010562011.
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In view of the above, the AUASB undertook the following activities in the year ended
30 June 2011:

1 presentations at a number of conferences in conjunction with the professional
accounting bodies and various firms

1 development of articles, that highlighted key principles and major changes in the
revised and redrafted ASAs, for publication in the professional accounting body
journals

1 monitoring the implementation of the revised and redrafted ASAs, including
providing feedback to the IAASB t hrough its Clarity ISA implementation project
task force.

In additi on, the AUASB released ASA 20151 Amendments to Australian Auditing
Standardgn June 2011. The standard includes amendments to ASA 10Zompliance with
Ethical Requirements when Performidgidits, Reviews and Other Assurance Engagements
and other miscellaneous minor amendments. Compiled standards for 26 auditin g
standards amended by ASA 201161 were also released on 27 June 2011.

Other Standards and Guidance

The AUASBG6s wor k ndludedithe geleasédnof a newe standarid on related
services and guidance statements to address specific industry and regulatory
requirements. Additionally, the AUASB revised existing auditing and assurance
pronouncements.

New standard on related servicesissued for:

1 agreed-upon procedures to report factual findings .

New guidance issued on:

1 special considerations in the audit of risk management requirements for
registrable superannuation franchising code ofconductdaudi t or ds reports

1 franchising code of conduct 8 auditors 6reports

1 auditing fundraising revenue of not &for dprofit entities .

The AUASB also completed the revision of other auditing and assurance standards
and guidance statements based on amendments to regulations and accounting

standards, changes torelated ASAs, legal and international developments and changes
in best practice.
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Compliance

The AUASB undertook considerable effort to ensure it complied with the Australian

Government s Best Practice Regulation eequirement
of Best Practice Regulation (OBPR).

CONTRIBUTE TO AND INFLUENCE INTERNATIONAL STANDARD
SETTING

Appointments to the IAASB and international taskforces

On 1 January 2011, | was appointed to the Board of the IAASB andsubsequently to the
IAASB task forces on Audit Quality and ISA Implementation Monitoring projects. The
Executive Director of the AUASB, Mr Richard Mifsud, also attends IAASB meetings as
my technical advisor.

The following AUASB members also participate as members of IAASB taskforces,
which are working to revise IAASB standards:

1 Ms Dianne Azoor Hughes - Review Engagements and Compilation Engagements
projects

1 Mr David Simmonds 9 Assurance on Pro-forma Financial Information project .
Submissions to the IAASB

The AUASB actively monitors IAASB activit ies and provides submissions on IAASB
exposure drafts and requests for comments. Submissions were made on the following
key issues:

1 IAASB strategy and w ork plan 2012562014

1 assurance on Greenhouse Gas Statemest

1 assurance reports on the process to prepare po-forma financial information

1 reviews of historical financial information

1 special considerations in auditing complex financial instruments

1 the evolving nature of financial reporting: disclosure and its audit implications

1 using the work of internal auditor s (including identifying and assessing the risks
of material misstatement).
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In addition to feedback from website communication, we received valuable input from
roundtable discussions and individual meetings held with stakeholders during the
year. This feedback was considered in formulating the AUASB submissions to the
IAASB.

National Standard Setters Meeting

In late April 2011, the AUASB Executive Director, Mr Richard Mifsud and | attended
the National Standard Setters Meeting in Toronto, where delegates from 16 nations
met to discuss international audit and assurance standard setting issues. Attendance at
this key global forum ensures that Australia remains at the forefront of important
developments in auditing and assurance practice at the international level and has an
opportunity to influence the IAASB strategic agenda.

Liaison with New Zealand

During the year, | also participated in meetings of the TransdTasman Accounting and
Auditing Standards Advisory Group (TTAASAG), which brings together
governmental and other stakeholders to work towards harmonisation of requirements
and structures between Australia and New Zealand.

The strategy to work more closely with New Z ealand is well underway. From
1 July 2011, structural changes in New Zealand established theExternal Review Board
(XRB) and the New Zealand Auditing and Assurance Standards Board (NZAuASB),
that are the equivalent of the Australian standard setting and oversight boards. Cross
appointment of the Chairmen of the AUASB and NZAuASB to the respective boards
from 1 July has enhanced the relationship and we are addressing the potential
opportunity to progress joint initiatives on auditing and assurance ma tters.

Page 7
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COMMUNICATE AND CONSULT WITH CONSTITUENTS
Speaking engagements

Senior AUASB staff members and | participated in various speaking engagements
during the year, focusing on the implications of the auditing and assurance standards
for the profession and the current and future direction of the AUASB. These
engagements included CPA Australia Sydney Congress, CPA Week Perth Conference,
CPA Australia 2010 International Partnership Program, ICAA Audit Conference,
ICAA Business Forum, ICAA National SMSF Conference and the audit conferences of
various audit firms.

| also presented at the Financial Reporting and Audit Conference at the Victoria
University of Wellington, New Zealand, on addressing the scope of assurance and
provided an update on developments with regard to review engagements.

Consultative Meeting

The annual Consultative Meeting with stakehold ers was very successful in gaining
valuable input from constituents on the
was held in Melbourne on 30 November 2010 and the next meeting is scheduled for
29 November 2011.

Submissions

Submissions were made to various external organisations on matters of relevance to
audit and assurance. These included responses to the following:

1 the Australian Professional and Ethical Standards Board (APESB) on the
proposed revision of the Code of Ethics for Professional Accountants (APES 110)

1 the Australian Securities and Investments Commission on the Consultation Paper:
Disclosing financial information other than in accordance with accounting standards

COMMUNICATION

AUASB Meeting Highlights and Minutes that report the outcomes of each Board
meeting are published on the AUASB website. The International Updateis also
published for each Board meeting summarising the significant news and activities of
various standard dsetting bodies.

Page 8
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RESPOND TO EMERGING ISSUES
Audit quality

Considerable international debate around the issue of audit quality in the wake of the
global financial crisis continues. Governments, regulators and standard -setting bodies
are actively engaged in understanding the key issues surrounding audit quality. Both
the European Commission (Green Paper: Audit Policy: Lessons from the Crisis
October 2010) and IAASB Audit Quality, an IAASB PerspectiveJanuary 2011) have
actively sought to take a leadership role around the audit quality debate by releasing
discussion papers on the subject. Both discussion papers highlight key issues affecting
audit quality and potential initiatives that can be taken to address concerns around the
quality and performance of audits.

Significantly, | was appointed as a member of the IAASB from 1 January 2011 and also
to the IAASB task force on Audit Quality. This provides an opportunity for the AUASB

to both influence and to be appropriately informed on matters affec ting the audit
quality debate.

Other activities on audit quality during the year included:
1 In July 2010, | participated in panel briefings for the Australian Institute of
Company Directors held in Hobart and Melbourne which were attended by

representatives of the ICAA, ASIC and practitioners.

1 In November 2010, the Executive Director and | participated in stakeholder
meetings conducted by Treasury.

1 Key stakeholders were also involved in a short survey on Audit Quality .
Emerging issues

The AUASB staff and | liaised with relevant regulatory bodies during the year on
various matters, including:

1 Department of Climate Change and Energy Efficiency (DCCEE), regarding
assurance on sustainability matters relating to the Clean Energy Scheme and
National Greenhouse and Energy Reporting Scheme reports and audit
requirements

1 APRA regarding audit requirements of various prudential standards for APRA -
regulated entities

1 ASIC in relation to its audit inspection regime and audit requirements of the
Corporations Act 200&and various regulatory guides

Page 9
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1 Treasury, regarding the Standard Business Reporting program (see also XBRL
below), Audit Quality paper and Corporate Reporting Reform program

1 XBRL Australia, in relation to international and local developments and the need
for and the need for assurance on XBRL.

Assurance on water accounting reports

The Water Accounting Standards Board (WASB), an independent advisory board to

the Australian Governmentods Bureau of Met eorol og
industry to develop consistent standards for water accounting. During the year, the

AUASB commenced working w ith the WASB on the development of an assurance

standard for water accounting reports. A consultation paper on the proposed

assurance standard has subsequently been released.

Climate change

The AUASB continues to liaise with DCCEE regarding the development of audit
requirements for reports prepared under the Clean Energy Scheme and National
Greenhouse and Energy Reporting ARGER Act) 2007

OUTLOOK

The AUASB will continue to monitor the implementation of the Clarity standards, with
a view to determining w hether the new standards, with their revised format, are being
understood and applied consistently by auditors, and providing auditors with the
tools to perform their work efficiently and effectively in an ever changing and
increasingly more complex market place. Feedback on implementation will be shared
with the IAASB.

The AUASB will continue to assist with the implementation of the Clarity standards by
participating in presentations at seminars and conferences to be conducted by the
major accounting bodies and publishing articles in relevant professional journals.

The AUASB will also continue to participate in and closely monitor IAASB projects for
any implications on the Australian au diting standards and guidance.

The AUASB will monitor the AASB Reduced D isclosure Regime project to determine
the potential impact on audit practice. The proposed new accounting standards are
expected to significantly reduce the disclosure burden of many entities preparing
general purpose financial reports in Australia and, co nsequently, there are likely to be
direct impacts on the audit of certain entities.

The AUASB will also continue to issue new and revised auditing standards and
guidance statements, which provide industry and situation guidance.
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Other major projects in pro gress, or to be undertaken in the coming year, include:

Revised assurance standards on

1 assurance engagements

1 compliance engagements

1 internal control and the effe ctiveness of control procedures
1 fundraisi ngs and prospective information

1 performance engagements.

New assurance standards on-

1 greenhouse gas emissions

1 water accounting reports & in conjunction with the WASB .
New standard on related services -

1 comfort letters engagements.

Revised guidance statements on-

1 auditi ng complex financial statements

1 auditing self-managed superannuation funds

1 auditing service organisations

1 engagements for the audit of grant acquittals 6 new guidance.

The AUASB will also continue to liaise with the DCCEE regarding assurance on
sustainability matters relating to the Clean Hergy Schemand National Greenhouse

and Energy Reporting Scheme reports.

Emerging issues will be monitored and responded to in a timely manner, including

professional scepticism, quality of audit and the possibility of continuous audit.

Page 11
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The AUASB is an Australian Government Agency under the Australian Securities and
Investments Commission A@O01(ASIC Act).

Under section 227B (1) of the ASIC Act, the functions of the AUASB are:

(a) to make auditing standards under section 336 of the Corporations Act 2001for the
purposes of the corporations legislation;

(b) to formulate auditing and assurance standards for other purposes;
(c) toformulate guidance on auditing and assurance matters;

(d) to participate in and contribute to the development of a single set of auditing
standards for worldwide use; and

(e) to advance and promote the main objects of Part 12 of the ASIC Act. Section 224
(aa) of the ASIC Act states the objectives of Part 12, which include:

OTo facilitate the development of auditing and assurance standards and related
guidance materials that:

() provide Australian auditors with relevant and comprehensive guidance in
forming an opinion about, and reporting on, whether financial reports
comply with the requirements of the Corporations Actand

@ require the preparation of auditorsd report:
understandable by the users of financial reports to which they relate. 6

Other relevant objectives of Part 12 are summarised below:

1 to facilitate the Australian economy by having (accounting and) auditing
standards that are clearly stated and easy to understand; and

1 to maintain investor confidence in the Australian economy (including its
capital markets).
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MissioN oF THE AUASB

The mission of the AUASB is to develop, in the public interest, high dquality auditing
and assurance standards and related guidance, as a means to enhance the relevance,
reliability and timeliness of information provided to users o f audit and assurance
services.

Sound public dinterest oriented auditing and assurance standards are necessary to
reinforce the credibility of the auditing process for those who use audited financial
information.

The AUASB contributes to public confidence in the financial reporting and corpor ate
governance frameworks by issuing auditing standards, which are legally enforceable
for audits and reviews of financial reports required under the Corporations Act 2001
other auditing and assurance pronouncements and related guidance.

The role of the AUASB also extends to liaison with other national standard setters and
participating in standard setting initiatives of the IAASB to develop a single set of
auditing standards for worldwide use. Such involvement seeks to contribute
ultimately to the quality of AUASB pronouncements.
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PORTFOLIO OUTCOME AND OUTPUT STRUCTURE

AUASB Chairman: Merran Kelsall

Outcome 1:

The formulation and making of auditing and assurance
standards that are used by auditors of Australian entity
financial reports or for other auditin g and assurance
engagements

The key strategies to achieve Outcome 1 are:

1

making auditing standards under section 336 of the
Corporations Act 200for use by Australian auditors who
are undertaking audit engagements for the purpose of
Corporations legislation, including facilitating and
monitoring the implementation of the revised Clarity
Australian Auditing standards ;

formulating auditing and assurance standards and

related guidance for use by Australian auditors who are

undertaking auditing and assu rance engagements for
purposes other than the purposes of the Corporations
legislation;

providing Australian participation in, and contribution
to, the development of a single set of auditing standards
for worldwide use ; and

the AUASB continuing its ro le in the development of
auditing and assurance standards guidance, identifying
emerging auditing and assurance issues and contributing
to and influencing the development of international
auditing standards.
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REPORT ON PMERNFOR

This section outlines the outputs of the Board during 2010011, as well as the progress
made on the 201®11 Work Program.

The AUASB operations are based on a threéyear Corporate Plan and an Annual
Business Plan. Outcomes against the business plan andvork program are monitored
monthly.

The Office of the AUASB had no significant changes in financial results from the
previous year, or from the budgeted financial statements for the financial year as set
out in the Portfolio Budget Statement/Portfolio Add itional Estimate Statement.
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Agency Resource Statement

Actual Available Payments Balance
Appropriations Made Remaining
$ $ $
Ordinary annual services
Departmental
Prior year departmental appropriation 1,079,137 104,972 974,165
Departmental appropriation 1,151,000 828,846 322,154
Section 31 relevant agency receipts 585,201 585,201 -
Total ordinary annual services 2,815,338 1,519,019 1,296,319
Departmental non-operating
Equity injection - - -
Total other services - - -
Special accounts
Opening balance - - -
Appropriation receipts 594,000 594,000 -
Total special accounts 594,000 594,000 -
Total resourcing and payments 3,409,338 2,113,019 1,296,319
Agency Summary Resource Table by Outcomes
Office of the AUASB: Resources for outcomes 2010-11
Actual
Budget Expenses Variation
$ $ $
Outcome 1:
The formulation and making of auditing and assurance
standards that are used by auditors of Australian entity
financial reports or for other auditing and assurance
engagements
Output Group 1.1:
AUASB
Departmental expenses
Ordinary annual services (Appropriation Bill No. 1) 1,151,000 872,969 278,031
Revenues from independent sources (section 31) 536,000 585,201 (49,201)
Special accounts 594,000 594,000 -
Expenses not requiring appropriation 49,000 54,835 (5,835)
Less revenue to be carried forward - - -
Total for Outcome 1 2,330,000 2,107,005 222,995
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Report on performance

Output Groups

201071 11 Target

Output to 30 June 2011

Formulate and
maintain auditing
standards that are
legally enforceable
under section 336 of
the Corporations Act
2001

Contribute to the successful
implementation of the Clarity
Auditing Standards released
in October 2009, including
development of articles that
will highlight key principles,
present at various
information sessions and
monitor implementation

Revise auditing standards

The AUASB monitored the implementation of the
Clarity Standards issued in October 2009 and:

1 presented at ten seminars and information
sessions

1 published articles in media and journals of
the accounting bodies

1 issued Auditing Standard ASA 2011-1
Amendments to Australian Auditing
Standards (issued June 2011)

1 prepared compiled Auditing Standards for the
26 standards amended by ASA 2011-1

Formulate and
maintain other
auditing and
assurance
standards and
related guidance for
purposes other than
the purposes of the
Corporations
legislation

Issue new auditing standard
on related services

Issue new standards on
assurance engagements

Issue new and revised
guidance statements on
auditing and assurance
matters

ASRS 4400 Agreedi Upon Procedures to Report
Factual Findings (issued June 2011)

Projects in progress include:

1 fundraising and prospective information
1 comfort letters engagements
1 water accounting reports

New or revised guidance statements were issued

on the following:

1 special considerations in the audit of risk
management requirements for registrable
superannuation entities
(issued September 2010)

9 franchising code of conducti audi t or &
reports (issued October 2010)

9 auditing fundraising revenue of not-for-profit
entities (issued April 2011)

Projects in progress include revision of guidance

statements on:

1 auditing self-managed superannuation funds

1 auditing service organisations

Contribute to and
influence the
development of
international auditing
standards

Attend annual NSS meeting
and selected IAASB
meetings

Contribute to and participate
in designated |IAASB
projects

Monitor other IAASB
projects

The Chairman and Executive Director
participated in the NSS meeting in April 2011

AUASB members have been appointed to IAASB

task forces on:

1 audit quality

1 ISA Implementation monitoring

1 pro-forma financial information

1 review engagements and compilation
engagements

Updates on these projects were provided at all

AUASB meetings

The Chairman was appointed to the Board of the
IAASB on 1 January 2011 and attended alll
meetings for the six months to 30 June 2011

Key IAASB agenda items were discussed at
AUASB meetings
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Output Groups 201071 11 Target

Output to 30 June 2011

Provide comment on IAASB
exposure drafts

Liaise and engage with other
national standard setters
and regulatory bodies

Participate in periodic
TAASAG meetings

Track international
developments on audit and
assurance matters

Address public interest
issues

Formal submissions were made on all IAASB
exposure drafts and comment papers, including:

1 ISA 315 (Revised), Identifying and Assessing
the Risks of Material Misstatement through
Understanding the Entity and Its Environment
and ISA 610 (Revised), Using the Work of
Internal Auditors

1 ISAE 3410, Assurance Engagements on
Greenhouse Gas Statements

1 ISAE 3420, Assurance Reports on the
Process to Compile Pro Forma Financial
Information Included in a Prospectus

1 ISRE 2400 (Revised), Engagements to
Review Historical Financial Statements

1 Proposed IAASB Strategy and Work Program
for 2012-2014

1 Proposals Relating to International Auditing
Practice Statements (IAPs) and IAPS 1000,
Special Considerations in Auditing Complex
Financial Instruments

1 The Evolving Nature of Financial Reporting:
Disclosure and its Audit Implications

The AUASB received and considered the views

of stakeholders in formulating the above

submissions via:

1 AUASB website releases

1 roundtable discussions with key stakeholders

1 individual meetings with stakeholders on
various topics

1 involvement of Australian stakeholders in a
survey for the IAASB Audit Quality project

Ongoing liaison with other national auditing
standard setters, including those from Canada,
France, Germany, New Zealand, South Africa,
USA and UK. International developments
monitored and reported to the AUASB at each
meeting

All TTAASAG meetings attended by the
Chairman and opportunities explored for working
towards closer co-operation between the NZ PSB
(now NZAuASB) and the AUASB

The AUASB monitored international
developments from the IAASB, other national
standard setters and other international
regulatory bodies

An International Update on key developments,
including IAASB matters, was provided to AUASB
at all Board meetings and was published on the
AUASB website

Key issues of public interest were addressed
including:

1 audit quality

1 SBR

i assurance on NGERs

9 assurance on water reporting
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Report on performance

Output Groups

201071 11 Target

Output to 30 June 2011

Communicate and
consult with
constituents

Publish the AUASB
e-newsletter Independence

Continue to engage with key
stakeholders and conduct
annual consultation meeting

Conduct communication and
consultation that will address
emerging issues

Publish articles for AUASB
website and professional
journals

Liaise and engage with
Australian regulatory bodies,
professional bodies and
other organisations

Present at conferences and
seminars on topics relating
to the AUASB activities

Maintain the AUASB website
Issue media releases

The AUASB e-newsletter was published
periodically in 2010

Issues raised at the annual AUASB Consultative
meeting held December 2010 were addressed in
the work plan to June 2011 and in the Business
Plan for 20117 2012

Emerging issues addressed promptly via:

1 website media releases
1 annual consultation meeting
1 roundtable discussions with key stakeholders

Four articles on the implementation of Clarity
standards were prepared for the IIAA and CPA
Australia publications

Attendance at meetings with stakeholders and
other liaison specific to issue of legally
enforceable standards

The Chairman participated in meetings of the
ASIC Standing Chairs Committee on Accounting
and Auditing

Presentations by the Chairman, Executive
Director and senior staff members, at various
conferences and briefings held by the
professional accounting bodies and various
constituents

The AUASB website was updated regularly

Media releases were issued for all new standards
and guidance

Thought leadership
and responding to
emerging issues

Promote thought leadership,
and research on emerging
issues relevant to the
AUASB

Identify and respond on a
timely basis to significant
auditing and assurance
issues of public interest

Participate in the early
stages of development of
legislation to better define
audit requirements

Work with regulators in
developing regulations,
legislation and regulatory
guides

Identify and respond on a
timely basis to significant
issues of public interest

Track local and international
research projects and
consider implications for the
AUASB

Public interest issues prioritised and addressed
promptly

Significant auditing and assurance issues of
public interest responded to on a timely basis

Assisted and provided technical advice to
regulators and other standard-setters including:
1 DCCEE on audit requirements under NGERs
1 WASB

1 APRA

Worked with:

1 DCCEE on audit requirements under NGERS
1T WASB
T APRA

Regular meetings with APRA and ASIC and
periodic meetings with Treasury and other
constituents on relevant auditing and assurance
matters

International update prepared for each AUASB
meeting and published on website
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MANAGEMENT AND TAABAQUNT Y

CORPORATE GOVERNANCE

The corporate governance practices of the AUASB and the Office of the AUASB
comply with statutory and other external requirements, and aim to achieve sound
administrative and financial management practice. They are designed to ensure the
efficient, effective and ethical use of resources.

As part of its ongoing focus on effective governance arrangements, the Office of the
AUASB periodically considers a range of issues, including:

1 clear accountability mechanisms;

1 its leadership, culture and communication ;

1 appropriate governance and committee structures;

1 the effectiveness of its work with its stakeholders;

1 comprehensive risk management, compliance and assurance systems; and

1 strategic planning, performance monitoring and evaluation.
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ORGANISATIONAL STRUCTURE

The Minister

Office of the
Auditing and
Assurance
Standards Board

Financial Auditing and
Reporting Assurance
Council Standards Board

r--- Project advisory groups

1-_------_--
|
|

e o s S EAOCS

Consultative meetings

The Chairman is appointed by the Minister , while other Board members are appointed
by the FRC.

Appointments may be made for a period of up to five years and retiring members are
eligible for reappointment.

The Board met seven times during the year. Attendance of members at these meetings
is set out in Appendix A.
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The Minister

The Minister appoints the Chairman of the Auditing and Assurance Standards Board
(AUASB). The Chairman of the AUASB is accountable to the Minister regarding the
operations of the AUASB and the Office of the AUASB.

Financial Reporting Council (FRC)

The FRC provides broad strategic direction and advice to the AUASB and has
oversight of the process for setting auditing and assurance standards in Australia. The
FRC appoints Board members to the AUASB for various terms.

The AUASB provides periodic reports to the
reports in relation to the sett iandgts pmogress h e
against the plan, for consideration at FRC meetings.

Auditing and Assurance Standards Board (AUASB)

The AUASB is an agency of the Australian Government responsible for making
auditing standards under section 336 of the Corporations Act 200%or the purposes of
the corporations legislation. The AUASB also formulates auditing and assurance
standards for other purposes and participates in and contributes to the development of
a single set of international auditing standards for worldwide use.

The Chairman of the AUASB reports to the Minister regarding the or gani sati onos

operations.
Office of the AUASB

The Office of the AUASB provides technical support and administrative services,
information and advice to the AUASB. Responsible to the Minister for the financial
management of the Office of the AUASB, the Chairman of the AUASB is also the Chief
Executive Officer of the Office of the AUASB.

Page 31

FRC

Boar d

o
0

n

S



Auditing and Assurance Standards Board Annual Report 20107 11

Membership

The AUASB comprises an independent partdtime Chairman (appointed by the
Minister ) and 12 partétime members (appointed by the FRC).

The members during 2010911 were:

Merran Kelsall, Chairman

Initially appointed Chairman by the Federal T reasurer 10 August 2004 until
9 August 2007, Merran Kelsall was reappointed from 10 August 2007 until
9 August 2010, and again until 9 August 2013.

Ms Kelsall has a portfolio of in dependent directorships and considerable directorship,
audit committee and corporate governance experience.

Jon Tyers, Deputy Chairman

Initially appointed 1 January 2005 until 31 December 2007, Jon Tyers was reappointed
until 31 December 2010 and again unil 31 December 2013.

Mr Tyers is the Deputy Chairman of the AUASB and is General Manager, Internal
Audit at Perpetual Limited in the Risk Group & Internal Audit.

Dianne Azoor Hughes

Initially appointed 1 January 2005 until 31 December 2006, Dianne Azoor Hughes was
reappointed until 31 December 2009, and again until 31 December 2012.

Ms Azoor Hughes is a partner of Pitcher Partners.

Mike Blake

Initially appointed 1 January 2006 until 31 December 2008, Mike Blake was
reappointed until 31 December 2011.

Mr Blake is the Auditor 8General of Tasmania.

Valerie Clifford

Initially appointed 1 January 2008 until 31 December 2010, Valerie Clifford was
reappointed until 31 December 2012.

Ms Clifford is a partner of PricewaterhouseCoopers.
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John Gavens

Initially appoin ted 1 January 2008 until 31 December 2010, John Gavens was
reappointed until 31 December 2013.

Mr Gavens is a principal at Crowe Horwath.

Chris Hall

Initially appointed 1 January 2006 until 31 December 2008, Chris Hall was reappointed
until 31 December 2011.

Mr Hall is partner of KPMG. Mr Hall retired effective 31 December 2010.

Elizabeth Johnstone

Initially appointed from 1 January 2006 until 31 December 2008, Elizabeth Johnstone
was reappointed until 31 December 2011.

Ms Johnstone isa consultant with Blake Dawson.

Christine Jubb

Initially appointed from 1 January 2005 until 31 December 2007, Christine Jubb was
reappointed until 31 December 2010.

Dr Jubb is a Research Fellow at the Australian National University. Dr Jubb retired on
31 December 2010.

Colin Murphy
Colin Murphy was appointed from 1 Janua ry 2009 until 31 December 2011.

Mr Murphy is the Auditor &General for Western Australia.

Greg Pound

Initially appointed from 1 January 2006 until 31 December 2008, Greg Pound was
reappointed until 31 December 2011.

Mr Pound is an independent consultant on auditing and financial reporting matters.
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David Simmonds

Initially appointed from 1 January 2006 until 31 December 2008, David Simmonds was
reappointed until 31 December 2011.

Mr Simmonds is a partner at Ernst & Young.

Bernie Szentirmay
Appointed from 1 January 2011 to 31 December 2012.

Mr Szentirmay is a partner at KPMG.

Kristen Wydell
Appointed from 1 January 2011 to 31 December 2013.

Ms Wydell is a partner at Deloitte.

AUDIT COMMITTEE

The AUASB Chairman, as Chief Executive of the Office of the AUASB, has established

an audit committee, with the functions and responsibilities required by the Finance

Mini sterds Orders, in compliance with section 46
During 20100611, the Audit Committee membership was:

1 Mr Stuart Alford, Chairman

1 Ms Sue Tait

1 Mr Kevin Stevenson, Chairman and CEO of the AASB.

During the financial year, the Audit Committee:

1 reviewed the AUASB 2010011 financial statements and recommended that they
be adopted by the Chairman of the AUASB; and

1 reviewed a report from the ANAO, which stated that there were no matters

arising from the 2010011 audit that should be brought to the attention of
management or the Audit Committee.
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FRAUD

The Office of the AUASB adopted a new Fraud Control Plan in July 2010. Currently,

the Office of the AUASB has adequate fraud prevention, detection, investigation,

reporting and data collection procedures and processes that meet its needs and comply

with the Commonwealth Fraud Control Guidelines (including the report ing aspects of
those guidelines).

ETHICS

The staff of the Office of the AUASB are employed under individual employment
contracts.

The AUASB has established a Code of Conduct that provides a guidance framework
and principles for all staff undertaking their responsibility to the Office of the AUASB
and Government, which include:

1 respect for people;

1 integrity and diligence;

1 economy and efficiency; and

1 managing conflicts of interest.

EXTERNAL SCRUTINY

The AUASB accounting records and financial statements are audited each year by the
ANAO.

During the financial year, there were no judicial decisions or decisions of
administrative trib unals or reports by the Auditor 6General, a Parliamentary
Committee or the Commonwealth Ombudsman concernin g the performance of the
AUASB.
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MANAGEMENT OF HUMAN RESOURCES

As at 30 June 201, the Office of the AUASB had six full 8time and four part étime staff
based in Melbourne (three malesand seven females), comprising:

A 1 Chairman;

A 1 Executive Director;

A 7 Technical Group staff; and
A 1 Executive Assistant.

Certain support services are provided by the administration staff of the AASB.

The Chairman is employed pursuant to a contract for services with the AUASB, with
her salary and other entitlements linked to salary scales and other entitlements
determined by the Comm onwealth Remuneration Tribunal.

The nature and amount of the remuneration of the Executive Director has been
determined by the Chairman, having regard to comparable market levels of
remuneration.

The salaries and other enttlements of employees of the Office of the AUASB are linked
to comparable market levels of remuneration. Employees of the Office of the AUASB

do not receive performance bonuses.

Formal performance appraisal meetings are held annually and regular informal
feedback is encouraged to facilitate productive staff management.

Staff members attend seminars and training programs as required on topics related to
the technical, policy or ad ministrative work of the AUASB.

The AUASB has the capacity to employ staff under the ASIC Act, as well as under the
Public Service Act 199@SA).

PURCHASING

The AUASBOGs gener al policy is that the purchase o
Commonwealth Procurement Guidelines.

Information on expenditure on contracts and consultanc ies is also available on the
AusTender website, www.tenders.gov.au.

Page 36



Management and accountability

CONSULTANTS

During the 201®11 financial year, the AUASB did not engage any consultants as
defined by the FMA Act.

AUSTRALIAN NATIONAL AUDIT OFFICE ACCESS CLAUSES

The AUASB has not entered into any contract of $100,000 or more during the reporting
period that does not provide f or the Auditor 5Gener al to have access to the
premises.

DISABILITY REPORTING

Since 1994, Commonwealth departments and agencies have reported on their

performance as policy adviser, purchaser, employer, regulator and provider under the

Commonwealth Disability Strategy. In 2007 808, reporting on the employer role was
transferred to the Australian Public Service Comn
and the APS Statistical Bulletin. Those reports are available on the Australian Public

Service Commission website (www.apsc.gov.au). From 201®11, departments and

agencies are no longer required to report on those functions.
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