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WK Audit and Ethics Update  

A brief round-up of the changes during the first four months of 2015 

The end of 2014 and the first few weeks of 2015 have been busy for the standard setters, with two 

new standards and a number of amendments issued.  Further details on all of these changes, and 

the text of the standards themselves can be found at www.auasb.gov.au for audit changes and 

www.apesb.org.au for ethical/professional issues. 

Audit 

New standards and guidance 

Assurance on controls 

In January, the Australian Auditing and Assurance Standards Board (AUASB) issued ASAE 3150 

Assurance Engagements on Controls to replace AUS 810 Special Purpose Reports on the Effectiveness 

of Control Procedures. 

ASAE 3150 requires the assurance practitioner (auditor) to conclude on the suitability of the design 

of the controls under review to achieve their stated control objectives.  The practitioner then may be 

asked to give an opinion on either: 

 The fair presentation of the description of the system and/or the implementation of controls 

as designed at a specified date; or 

 The fair presentation of the description of the system and/or the operational effectiveness 

of controls as designed throughout the year. 

ASAE 3150 covers the acceptance, planning, conduct and reporting for assurance engagements on 

controls and provides example engagement letters, representation letters and assurance reports.  It 

also gives examples of a statement on controls and a systems description, to show the sort of 

document the assurance practitioner might be asked to give an opinion on. 

Practitioners and their clients need to be aware that issuing an assurance opinion on controls is not 

the same as gaining an understanding of the operation of the controls in the understanding the 

client’s business phase of a financial statement audit. An opinion on controls is used when the client 

needs assurance that a particular system has been working effectively throughout the year.  An 

example of where this approach is taken would be a compliance plan audit where the practitioner is 

giving assurance that the systems in place to ensure that the operations of a managed investment 

scheme (MIS) complied with the Corporations Act and the constitution of the MIS, were 

appropriately designed to fit their purpose and also operated effectively throughout the period 

under review. 

It has no international equivalent and is operative for engagements commencing on or after 1 

January 2016, with early adoption permitted, as long as the practitioner also adopts ASAE 3000 

Assurance Engagements Other than Audits or Reviews of Historical Financial Information, issued in 

http://www.auasb.gov.au/
http://www.apesb.org.au/
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June 2014.  It does not apply to opinions on internal control at a service organization, as these are 

the subject of a specialized standard, ASAE 3402. 

Using management’s experts 

Valuations are playing an increasing role in financial reporting with the use of fair value to measure 

assets and asset impairment.  ASA 620 Using the Work of an Auditor’s Expert does not extend to 

circumstances where the expert is engaged by the client or is on the client’s staff, and so the AUASB 

has issued GS 005 Using the Work of a Management’s Expert to bridge the gap between ASA 620 

and ASA 500 Audit Evidence.  It helps the auditor to assess work done by management’s experts as 

audit evidence. 

Experts are involved in more than just valuation – specialist knowledge may be needed to assess the 

condition of stock or the geology of a mining tenement and actuarial calculations are sometimes 

needed to quantify long term employee entitlements. 

In order to use the expert’s work as audit evidence, the auditor must: 

 Evaluate the competence, capabilities and objectivity of the expert (eg whether he/she has 

professional qualifications and it is a profession that is regulated by its governing body); 

 Obtain an understanding of the expert’s work, inter alia, the terms of the engagement and 

the existence of controls within the entity over that work; 

 Evaluate the appropriateness of that work as audit evidence for the relevant assertion: 

o The relevance and reasonableness of the expert’s findings – are they consistent with 

other audit evidence? 

o The relevance and reasonableness of the expert’s significant assumptions and 

methods – are they appropriate in the context of the auditor’s knowledge of the 

client’s business? 

o The relevance, completeness and accuracy of source data used by the expert. 

The auditor should be able to communicate directly with the expert. 

GS 005 was issued in March 2015 and is operative from the date of issue.  It replaces GS 005 Using 

the Work of an Actuary, issued in 2007.  It has no international equivalent. 

Audit - in the pipeline 

Changes to auditor reporting 

Sweeping changes to the auditor’s report, already published internationally, are expected to be 

issued in Australia later this year. 

In January 2015, the International Auditing and Assurance Standards Board (IAASB) issued a series of 

standards, operative from 1 January 2016, which will have a dramatic effect on how audit reporting 

is done around the world.  Auditors, audit committees and other users of audit reports need to be 

across these changes to understand why their auditors may be handling communications with 

stakeholders differently and to be able to take advantage of the additional information being 

reported. 



  3 

In April 2015, the AUASB issued the following exposure drafts, with a view to having standards in 

place in Australia that are operative from 1 January 2016, like those of the IAASB: 

 A new ASA 701 Communicating Key Audit Matters in the Independent Auditor’s Report – 

disclosure of Key Audit Matters in the audit reports of listed entities 

 Revised standards: 

o ASA 700 Forming an Opinion and Reporting on a Report – a new long form audit 

report, with the Opinion at the top and an expanded section on the auditor’s 

responsibilities 

o ASA 705 Modifications to the Opinion in the Independent Auditor’s Report 

o ASA 706 Emphasis of Matter Paragraphs and Other Matter Paragraphs in the 

Independent Auditor’s Report 

o ASA 570 Going Concern 

o ASA 260 Communicating with Those Charged with Governance 

 Consequent amendments to ASAs 210, 220, 510, 540, 580, 600 and 710. 

Comments are requested by 30 June 2015, but no significant changes from the IAASB’s standards are 

anticipated.  The Board has taken the opportunity to remove Aus paragraphs where possible so that 

the Australian text will mirror that of the IAASB more closely. 

Further details of the proposed changes can be found in our WK Update for Auditors and Audit 

Committees. 

 

Ethics 

The APESB has had a quieter start to 2015 than the AUASB. 

In February, it issued an updated APES 315 Compilation of Financial Information, operative from 1 

July 2015.  The new standard revises the definition of a compilation engagement and provides more 

detailed guidance to practitioners, based on changes to the international equivalent (ISRS 4410 

Compilation Engagements).  It includes decision trees to assist practitioners in determining the 

nature of the engagement they are undertaking and a new accountants’ disclaimer to be used where 

the financial information has been specifically excluded from the definition of a compilation 

engagement, for example preparation of a tax return. 

 

 

 

Please note that this newsletter merely raises awareness of changes and does not constitute advice.  For specific advice 

as to how a particular change affects a specific business, please contact us directly on 02 9279 2527 or 

chris@westworthkemp.com.au or stephanie@westworthkemp.com.au.    
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