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Ms Sue Morton
Committee Secretary
Senate Select Committee on Superannuation and Financial Services

Parliament House
CANBERRA ACT 2600

Dear Ms Morton

APRA SUBMISSION TO THE ROUND TABLE HEARING ON AUDIT
THURSDAY 23 AUGUST 2001

Attached is APRA’s submission to the Round Table Hearing on Audit on Thursday
23 August 2001.

< Thea Rosenbaum
Company Secretary

GFO Box 9836, Sydney, NSW 2001, 400 George 5t NSW 2000
General Enquisies: Tel: 0292103000 Fax: 02 9210 3430
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APRA and External Auditors

APRA frequently meets with auditors to discuss their audrt of specific APRA-
regulated institutions. APRA also undertakes reviews of audjt working papers 1o
ascertain the extent and quality of audits undertaken. APRA also coordinates and/or
attends many audit liaison meetings held to discuss issues arising during audits of
APRA-repulated institutions,

A person may be disqualified by APRA from being an approved auditor of
Superannuation funds if the person has failed to perform their duties ang functions
adequately. In addition to auditors being disqualified, APRA refers auditors to their

predecessor) has been working with individual auditors and their professional bodijes
to improve practices where issues have been identified. APRA has assisted in
specialist training jointly provided by the ASCPA and the ICAA,

Superannuation Industry ﬂ?upervision) Act 1993

The requirements for external auditors of a] Superannuation funds supervised by
AFRA are the same. To become an approved auditor, a person must be a registered
auditor under Division 2 of Part 9.2 of the Corporations Act, and a member of g
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In contrast, SI§ only requires an externg auditor of Self-Managed Superannuation
Funds (supervised by the ATO) 1o be 5 member of one of the accounting bodijes listed
in the SIS Schedule 1AAA (see above).

tequire that before their members undertake any work, they must ensure that they
have relevant expertise in the area.

In respect of each vear of income, the financial statements and accounts of 4
SUperannuation entity must be audited by an approved auditor who g required 1o give
to the trustee of the entity a report in the approved form within the prescribed time ag
outlined in the SIS legislation (Section 113 of the SIS Act).

In addition to the normal audit of the entity’s financial Position, the approved auditor
of a superannuation entity must undertake 3 mandatory compliance audit of the entity
(Sub section 113(3)(b) of the SIS Act). The compliance audit of ap entity should
reflect the compliance status of the enity, on a wide fange of matters under the SIS
legislation for the whole of the entity’s year of Income. Specifically, the auditor
forms an opinion on a fund’s compliance with specific provisions of SIS

A person may be disqualified as an approved auditor by APRA if the person has faijed
to perform their duties and functions adequately or the person is otherwise not a fit
and proper person to be an approved auditor (Section 131 of the SIS Act),

If an auditor considers that a contravention of the SIS legislation may have occurred,
the auditor must inform the trustee In writing of the matter. If the trustee faj]g to
comply with the auditoy’s request, or the auditor is dissatisfied with the trustee’s
response, the auditor is required to provide a written report to the Regulator (Section
129 of the SIS Act). APRA lhas identifieq orly 2 such referrals, despite there having

A similar notification obligation arises jf the auditor forms the opinion that the
financia] position of the Superannuation entity may be, or may be about to become
unsatisfactory (Section 130 of the SIS Act),

Insurance et | 973
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Under the new general insurance regime, APRA wij)| Tequire general insurers to
appoint both an auditor (and in most cases an actuary) who muyst comply with
prudentia] standards. The routine reporting Tesponsibilities of the auditor are

* the information and explanations provided by the insurer at the request of the
auditor is sufficient or that where Tequests for information and explanation were

* there are any matters which will, or are likely to, adversely affect the interests of
the insurer’s policyholders.

* there have beep breaches or potential breaches of prudential Tequirements; and/or
* there is a materia] risk to poIicyholders; and

* where a breach or risk to policyholders has not been remedicd after due
notification to the insurer.
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audited by the auditor. Section §5 of the Life Isurance A¢y 1995 (Life Act) deals
with the approval of an auditor by APRA for a life insurer. Section 88 imposes
"whistle-blowing” responsibilities on the anditor of a life company.

Banking dcr 1959 and the ADI Prudential Standard

Section 16B of the Banking Act requires a person who is or has been an auditor of an
ADI, authorised non-operating holding tompany (NOHC) or g subsidiary of these
msututions to inform APRA if there are Ieasonable grounds for believing that the
ADI, authorised NOHC or subsidiary of these Institutions:

* ismsolvent or there is 5 significant risk 1o become insolvent:

® an existing or proposed state of affairs may materially prejudice the interests of
depositors of the ADI,

APRA on a voluntary basis if the PErson considers that the information wyj] assist
APRA in performing its functions.

set for the ADJ;

* the statistical and financial data provided by the ADI to APRA are reliable;

* the ADI has complied with Statutory banking requirements, any conditions on the
authority to carry on banking business, any other conditions imposed by APRA in
relation to the ADI's Operations; and

* there are any matters Which, in the auditor’s opinion, may have the potential 10
prejudice materially the interests of depositors of the ADI.
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The cost of these Teviews are borne by the banks. Each year APRA has generally
asked auditors to undertake g specific review for all banks, To date areas reviewed by
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