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Dear Sir/Madam

Re: Exposure Draft - Corporations Legislation Amendment (Audit Enhancement) Bill 2011

We appreciate the opportunity to comment on the Exposure Draft of the Corporations Legislation Amendment (Audit
Enhancement) Bill 2011 and value the consultative approach adopted by the Treasury in its progression of these
important legislative proposals to enhance audit quality in Australia.

Deloitte supports the conclusions arising from the audit quality consultation period that Australia’s audit regulation
framework is robust and stable, that “the framework is in line with international best practice and that no fundamental
changes to the framework are required”. We also consider that the proposed amendments to the Australian Securities
and Investments Commission Act 2001and the Corporations Act 2001 will contribute to the continued high quality of
audits conducted by Australian auditors.

We have provided some specific comments in relation to the proposed legislation for Treasury’s consideration below.
We have also provided drafiing comments for Treasury’s consideration in the Appendix.

Specific comments

We take this opportunity to make specific comments in relation to two of the proposed amendments; the introduction of
annual transparency reperts and the publication of audit deficiency notifications and reports.

Annual transparency reports

We are supportive of the introduction of a requirement for auditors to prepare and publish an annual transparency
report. Although the regulations outlining the specific information to be provided in the anmual transparency report
have not yet been issued, we strongly encourage Treasury to pursue international harmonisation as the regulations are
developed.

For many years both the Australian Accounting Standards Board and the Auditing and Assurance Standards Board have
pursued international harmonisation in relation to an entity’s financial reports and the audits conducted thereon. We
believe it would enhance the useability and comparability of annual transparency reports, and also be more efficient and
cost effective for the preparers of the reports, if the Australian requirements were harmonised, for example, with those
of the European Union.

Deloitte refers to one or mere of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of member firms, each of
which is a legally separate and independent entity. Please see www.deloitte.com/au/about for a detailed description of the legal structure of Deloitte Touche
Tohmatsu Limited and its member firms.
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Audit deficiency notification and reports

We are supportive of the principles underlying the amendments to allow ASIC to prepare a notice of audit deficiency
and publish audit deficiency reports. However, we believe that the granting of such powers must be balanced with a
reasonable and appropriate process to ensure the auditor is afforded procedural fairness,

The Explanatory Material (“EM”) specifically provides that “no provision has been made for a review by the AAT of
ASIC’s decision to publish an audit deficiency report .... The likely delay before an AAT review could be completed
together with the 6 month period already provided for the auditor under s50B to make submissions to ASIC and to take
remedial action, would effectively defeat the purpose of the audit deficiency report measures ...” (EM 4.26-4.27).

'The publication of an audit deficiency report has the potential to have materially adverse reputational consequences for
the auditor and, therefore, we strongly recommend that the proposed legislation provide for some form of appeal
process, which does not necessitate an application to the courts. If it is considered that an AAT review process would
create undue delays, the Treasury could consider other established review bodies that could more efficiently or
expeditiously consider an appeal against the publication of an audit deficiency report, such as the CALDB or the
Financial Reporting Panel within specified time frames. We do not believe that a fair appeal process would unduly
delay the publication of the reports nor be contrary to the public interest.

We also consider that there should be an opportunity for the auditor to comment formally within the audit deficiency
report, such as in the UK where the Professional Oversight Body concluded in its December 2007 paper “Reporting on
Audit Quality Monitoring” that “firms should be invited to submit a letter of comment which will be included as an
Appendix to the AIU report™.

We look forward to continuing to contribute to Treasury’s initiatives for improving audit quality. If you have any
further questions please contact me on (02) 9322 5060.

Yours sincerely,
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