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BACKGROUND

1.

In October 2013, the New Zealand Auditing and Aasoe Standards Board
(NZAUASB) issued an exposure draft on Amendmeniuditing and Assurance
Standards: Omnibus Amendments (Legislative Upd#te)ED).

. This Explanation of Decisions document summariseshanges made by the

NZAUASB to the International Standards on Audit{if§As) and provides the
compelling reasoning as to why the changes wereentadlso summarises the major
issues raised by respondents to Exposure Anaghdments to Auditing and

Assurance Standards (Legislative Update) (the ED), and how the NZAuASB has
addressed them.

Amendments to Auditing and Assurance Standards:iusmPAmendments
(Legislative Update) was issued in February 20h& 3tandard is an amending
standard affecting numerous auditing and assurstacelards on issue as at 1 April
2014 including:

a. the auditing standards, that is, International &ats on Auditing (New
Zealand)(ISAs (N2));

b. the professional and ethical standards, that efeBsional and Ethical Standards
(PESSs); and

c. the other assurance standard, Standard on Assutagegement (SAE) 3100.
The purpose of the amending standard is to:

a. amend the auditing and assurance standards tat¢akent of the legislative
changes contained in the Financial Reporting Adi328nd the Financial Markets
Conduct Act 2013;

b. amend the auditing and assurance standards totréfeeadoption of the new
multi-standards accounting framework ; and

c. amend the auditing and assurance standards foeltaiseous other changes, for
example to terminology.

The NZAUASB has applied its Principles of Converggeto International Standards
of the International Auditing and Assurance Staddd@oard and Harmonisation with
the standards of the Australian Auditing and AssaeaStandards Board in the
development of the amending standard for applinatidNew Zealand, that is, only
including additional requirements to the internasibrequirements where there are
compelling reasons to do so.

MAJOR ISSUES RAISED BY RESPONDENTS ON EXPOSURE

6.

The ED sought feedback from the constituency orptbposed amendments to the
auditing and assurance standards arising frometjislative changes.
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A total of three submissions were received onAfiendments to Auditing and
Assurance Standards. Omnibus Amendments (Legislative Update). These came from
professional bodies (2), and a public sector oggiun (1).

Respondents were supportive of the amendments gedgo be made to the suites of
auditing and assurance standards.

The NZAuASB noted the general support for the psapeset out in the ED. After
considering the detailed comments made by respésidée Board decided to
proceed with the proposals in the ED without sutista change.

THE RATIONALE FOR AMENDMENTSMADE TO INTERNATIONAL
STANDARDS ON AUDITING (1SAs)

The Existence of any Relationship with the Entity

10.

The NZAUASB considers that there is a compellirgsom to continue to require an
independence statement in ISA (NZ) 700, Formin@gamion and Reporting on
Financial Statements, even if such a statemerdtisaguired by legislation. The
NZAUASB considers that being, and being seen tanoependent are fundamental to
the value placed on the audit opinion. Accordinghe NZAuASB'’s view is that

there is a need to disclose to the reader of tH#ais report the existence of any
relationships that might bear on independences iBrparticularly important in a
small jurisdiction like New Zealand.

FMC Reporting Entity

11.

There are numerous references to “listed entitietfie ISAs. However, in the New
Zealand standards there has been a long-standiteming of scope to include all
issuers, rather than just listed entities. TheRaml Reporting Act 2013 replaces the
term “issuer” with the term “FMC reporting entityd,term defined in the Financial
Markets Conduct Act 2013. The NZAuASB considerg,theven the nature of the
New Zealand capital market, there are compelliagoas to retain the wider scope
but adopt the revised terminology.

The New Accounting Standards Framework

12.

13.

The NZAUASB has also added New Zealand specifinirements and amended the
illustrative auditor reports to take account of tiesv Accounting Standards
Framework in New Zealand in the auditing and asseatandards. The new multi-
sector, multi-tier reporting approach has been ldgeel by the XRB partly in
response to the amendments to Financial Reportatd 293 made in 2011, and the
further changes reflected in the Financial RepgrAat 2013.

The NZAUuASB has added a requirement to ISA (NZ) ifuiring the auditor’s
opinion to refer to the “applicable financial repog framework” used to prepare the
financial statements. ISA (NZ) 700 requires tid teference should be to the
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14.

15.

specific suite of accounting standards that apphhé tier under which the entity is
reporting, rather than the opinion merely referiogenerally accepted accounting
practice in New Zealand.

The financial reporting frameworks (accounting gtands) that are designed to
achieve fair presentation in New Zealand are de\ist

a.

New Zealand Equivalents to International FinanBi@porting Standards (NZ
IFRS) — the standards that apply to Tier 1 for-peaftities;

New Zealand Equivalents to International FinanRaporting Standards Reduced
Disclosure Regime (NZ IFRS RDR) — the standardsapply to Tier 2 for-profit
entities;

Public Benefit Entity Standards (PBE Standard$je-standards that apply to
Tier 1 public benefit entities;

Public Benefit Entity Standards Reduced Discloftegime (PBE Standards
RDR) — the standards that apply to Tier 2 publicdsi¢ entities;

Public Benefit Entity Simple Format Reporting— Agal (Public Sector) (PBE
SFR — A (PS)) — the standard that applies to Tuldic sector public benefit
entities; and

Public Benefit Entity Simple Format Reporting— Agal (Not-For-Profit) (PBE
SFR — A (NFP)) — the standard that applies to Jieot-for-profit public benefit
entities.

The financial reporting frameworks (accounting gtands) that are compliance
frameworks in New Zealand are as follows:

a. Public Benefit Entity Simple Format Reporting Start— Cash (Public Sector)

(PBE SFR — C (PS)) — the standard that applieseio4Tpublic sector public
benefit entities; and

Public Benefit Entity Simple Format Reporting Stard# Cash (Not-For-Profit)
(PBE SFR — C (NFP)) — the standard that applidsdon4 not-for-profit public
benefit entities.
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