
 

  

Disclosure of fees paid to auditors by 
listed issuers 
June 2015 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This copyright work is licensed under the Creative Commons Attribution 3.0 New Zealand licence. You are free to 
copy, distribute and adapt the work, as long as you attribute the work to the Financial Markets Authority and abide 
by the licence terms. To view a copy of this licence, visit creativecommons.org 

www.fma.govt.nz 

AUCKLAND OFFICE  |  Level 5, Ernst & Young Building  |  2 Takutai Square, Britomart  |  PO Box 106 672  |  Auckland 1143 

WELLINGTON OFFICE  |  Level 2  |  1 Grey Street  |  PO Box 1179  |  Wellington 6140 

 



Why we’re publishing this report 

In April 2014 the Financial Markets Authority (FMA) published a report Disclosure of fees paid to auditors by 
listed issuers1 as a result of our thematic review. That report highlighted our concerns about the quality of 
disclosure of audit and non-audit fees and the lack of consistency and comparability between issuers. We 
found that the disclosure of fees paid to the external auditor2 was often unclear and not always in line with 
the requirements of Financial Reporting Standard 44 New Zealand Additional Disclosures (FRS 44). We 
highlighted the importance of clear disclosure in the annual report for investors to assess the level of fees 
paid for non-audit services and to understand the process the audit committee follows in managing the 
relationship with the external auditor, and in ensuring the external auditor’s independence is maintained. 
These additional disclosures are of added importance where the fees for non-audit services are high relative 
to the audit fee. 

In our report we advised market participants that we would continue to monitor the disclosure of audit and 
non-audit fee information by issuers, and follow up with another review to assess whether the quality of 
disclosures have improved. This report contains our findings of the follow-up review. 

Disclosure requirements 

FRS 44 (paragraphs 8.1 and 8.2) sets out the requirements for the disclosure of fees paid to the external 
auditor in the annual report. An issuer must disclose the fees paid to each auditor, including any network 
firms, separately for the audit or review of the financial statements and all other services. Where other 
services are performed, the issuer must describe the nature of these services. In our previous report we 
highlighted our concerns over the inconsistency in disclosure which made it difficult to determine which fees 
were for the audit or review of the financial statements, and which fees were for other services.  

In our report we included an example of disclosure that, in our view, met the requirements of FRS 44. This 
clearly disclosed the fee for the audit of the financial statements and any interim review separately to the 
fee for non-audit services; distinguished the non-audit services between subcategories, and provided an 
explanation of these services in the notes. 

Although we encourage compliance with our guidance, we note there are other ways of disclosing this 
information which will achieve the same objective. 

How we conducted the review 

We issued our original report in April 2014. We expected issuers to consider this when they prepared their 
financial statements for periods ended June 2014 onwards. In our follow-up review, we had a sample of 32 
listed issuers with balance dates from June to December 2014. Our sample included all listed issuers whose 
non-audit fees were greater than 40% of the audit fees.  

We reviewed the disclosure of fees paid to the external auditor in the financial statements and all relevant 
disclosures in the annual reports. 

 

                                                             
1
 https://www.fma.govt.nz/assets/Reports/_versions/3060/140407-disclosure-of-fees-paid-to-auditors-by-listed-

issuers-2014.1.pdf 
2
 In this report where we use the term ‘external auditor’ we are referring to the auditor who undertakes the 

statutory audit of an entity, that is the audit required by Section 15 of the Financial Reporting Act 1993 and  
Section 461D of the Financial Markets Conduct Act 2013. 



Key findings 

Our review shows there has been a marked improvement in the quality of disclosure of fees paid to the 
external auditor. Of the sample reviewed, 84% were found to meet the disclosure requirements of FRS 44.  

We found an improvement in both the clarity of the amount paid to the external auditor for the audit and 
review of the financial statements, and the description of the nature of non-audit services performed. In the 
majority of the sample we reviewed, the quality of disclosure has improved compared to the prior year. 

The instances where we felt the requirements of FRS 44 were not met included where: 

 the fees paid for the audit or review of the financial statements were not clear  

 the fees paid to a network firm were not shown separately and 

 no description of the nature of non-audit services was provided.  

Independence disclosures in the audit report 

We note that in 88% of annual reports reviewed, the audit report included a statement by the auditor that 
the provision of non-audit services to the issuer had not impaired their independence as auditor of the 
issuer’s financial statements. We encourage all auditors to continue this practice. 

Role of the audit committee  

In our review of the 2014 annual reports, we found that 44% included detailed disclosures of the process the 
audit committee follows to ensure the external auditor's independence is maintained. In our view, this 
disclosure is useful for users of the financial statements to tie in the disclosure of fees paid to the external 
auditor with the process of maintaining independence. 

In 25% of the annual reports reviewed, we found no reference to the board’s responsibility for maintaining 
the auditor’s independence or the process followed to achieve this responsibility.  

Additional disclosures are particularly important where the non-audit services performed could compromise, 
or be seen to compromise, the independence, objectivity and quality of the audit process. We expect issuers 
to follow a rigorous process to ensure independence is not jeopardised when the auditor is engaged to 
perform other services in addition to the audit of the financial statements. We encourage all issuers to 
explain this process in their disclosures. 

Corporate governance  

The FMA released a handbook on Corporate Governance in New Zealand published in December 20143 as a 
guide for directors, executives and advisors to help them decide how best to apply key corporate 
governance principles. Principle 7: Auditors highlights the role of the audit committee in ensuring the quality 
and independence of the external audit process.  

Audit committees should explain, in the annual report, what non-audit work was undertaken by the external 
auditor, and why this did not compromise the auditor’s objectivity and independence. They should also 
explain any identified threats to auditor independence and how the threat has been mitigated. We 
encourage the directors of all issuers to review this handbook and apply the guidelines.  

                                                             
3
 https://www.fma.govt.nz/assets/Reports/141201-FMA-Corporate-Governance-Handbook-Principles-and-

Guidelines2014.pdf 

https://www.fma.govt.nz/assets/Reports/141201-FMA-Corporate-Governance-Handbook-Principles-and-Guidelines2014.pdf
https://www.fma.govt.nz/assets/Reports/141201-FMA-Corporate-Governance-Handbook-Principles-and-Guidelines2014.pdf


Conclusion 

We have found significant improvements in the disclosure of fees paid to auditors of listed issuers since our 
last review. This gives users of financial statements an accurate picture of the split of fees for audit and non-
audit services and, together with the additional disclosures we have seen in almost half of the annual report 
reviewed, allows users to have a better perception of the external auditor’s independence.  

We encourage all issuers to disclose, in their annual reports, what process the audit committee follows in 
managing the relationship with the external auditor. 


