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This document provides an update on developments in auditing and assurance services, at both the national and international levels, that have occurred since the second edition of the book was published in May 2003 and Technical Update #1 was published in March 2004. This update is cross-referenced to the relevant chapter and section in the text to provide the reader with a complete and accurate description of all of the topic areas. 
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Chapter 1: Assurance and Auditing: An Overview (update of The Assurance Framework, pages 7–12)
A revised AUS 108 was issued in June 2004.   This revision is based on the revised International Framework for Assurance Engagements discussed in Technical Update #1. The Framework defines and describes the elements and objectives of an assurance engagement and identifies engagements to which AUS standards apply. Under the new framework there are two types of assurance engagement: ‘reasonable assurance engagements’ and ‘limited assurance engagements’. The objective of a reasonable assurance engagement is a reduction in assurance engagement risk to an acceptably low level, in the circumstances of the engagement as the basis for a positive form of expression of the auditor’s opinion. The objective of a limited assurance engagement is a reduction in assurance engagement risk to an acceptably low level in the circumstances of the engagement, but where that risk is greater than for a reasonable assurance engagement, as the basis for a negative expression of the auditor’s opinion. These replace the previous high and moderate levels of assurance.

AUS 110 ‘Assurance Engagements Other Than Audits or Reviews of Historical Financial Information’ was issued in June 2004. AUS 110 is based on the international standard ISAE 3000 discussed in Technical Update #1 and establishes the basic principles and essential procedures for all assurance engagements other than audits or reviews of historical financial information. These engagements will include environmental, social and sustainability reports, information systems, internal control, corporate governance processes and compliance with regulations (the types of assurance services covered in Chapter 14 of the book). AUS 110  will be effective for engagements where the assurance report is dated on or after January 1 2005. 

Chapter 2: The Structure of the Profession (update of Quality Control, pages 66–69)

A revised AUS 206 was issued in June 2004, based on the corresponding international standard ISA 220. AUS 206 provides guidance on specific responsibilities of audit firm personnel concerning quality control procedures for audits of historical financial information, including financial reports.

The main areas of guidance include leadership responsibilities, ethical requirements (including independence), assignment of engagement teams, engagement performance, and monitoring. 
Chapter 3: Ethics, Independence and Corporate Governance (update of Recent Developments in Auditor Independence, pages 97–100)

The CLERP 9 Bill was passed through parliament in June 2004 and became law on 1 July 2004, with only a few changes from the Draft Bill discussed in Technical Update #1. One such change affecting auditors is the adoption of a two-year cooling-off period before audit firm partners and staff can join an audit client, instead of the mooted four-year period.

Chapter 4: The Legal Liability of Auditors (update of Limitation of Liability, pages 153–157)
The CLERP 9 Bill passed in June 2004 allows auditors to incorporate and form authorised audit companies, which must have adequate and appropriate professional indemnity insurance. ASIC has released a policy proposal paper dealing with the changes, with a policy statement expected to be issued in September 2004. The CLERP 9 Bill also now provides for a proportionate liability regime.

The Professional Standards Bill was passed on 25 June 2004. The Bill will facilitate the introduction of a liability capping regime throughout Australia, with support for similar legislation by state governments. New South Wales, Victoria and Western Australia have already passed professional standards and proportionate liability legislation and similar Bills are before the parliaments of South Australia, Queensland and the ACT.  

Chapter 7: Inherent Risk Assessment and Materiality (update of Special Areas of Audit Risk: Fraud, pages 290–294)
A revised AUS 210 was issued in June 2004, based on international standard ISA 240. AUS 210 now requires auditors to be proactive in considering the risk of fraud and builds on the new audit risk standards, which were discussed in Technical Update #1.

AUS 210 emphasises the need for auditors to maintain professional scepticism and requires the audit team to discuss the susceptibility of the financial report to fraud. Auditors need to design and perform audit procedures to respond to the identified risks of material misstatement due to fraud.

Chapter 13: The Auditor's Reporting Obligations (update of Potential Changes to the Audit Report, pages 612–613)
An amendment that was made to the CLERP 9 Bill when it was passed in June 2004 was that where additional information is included in the financial report to give a ‘true & fair view’, the directors are required to set out in the director’s report the reasons for including such additional information. The audit report is also required to include a statement by the auditor on whether the additional information is, in the auditor’s view, necessary to give a true and fair view. However, these amendments do not allow a ‘true & fair over-ride’, as the financial report must still comply with applicable accounting standards. 

Chapter 14: Other Assurance Services (update of The Current Framework for Assurance Services, pages 634–635)
As outlined in the update on the assurance framework for chapter 1, a revised AUS 108 was issued in June 2004.   This revision is based on the revised International Framework for Assurance Engagements discussed in Technical Update #1. In addition AUS 110 ‘Assurance Engagements Other Than Audits or Reviews of Historical Financial Information’ was issued in June 2004 and is based on international standard ISAE 3000 issued in January 2004. 
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