
    

Auditor Tenure and Auditor Fee Disclosures 
Reporting Update 
22 June 2021, 21RU-014 

1 

©2021 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with 
KPMG International Limited, a private English company limited by guarantee. All rights reserved. The KPMG name and logo are trademarks 
used under license by the independent member firms of the KPMG global organisation. Liability limited by a scheme approved under 
Professional Standards Legislation. 

 • In a nutshell 
• Background 
• Auditor tenure disclosures 
• Auditor fee disclosures 
 

 

 

 

In a nutshell 
To advance public trust in the Australian audit profession and improve audit 
quality, the Parliamentary Joint Committee on Corporations and Financial Services 
(PJC) led an Inquiry into the Regulation of Auditing in Australia and in November 
2020 issued its final report containing 10 recommendations. The federal 
Government is yet to formally consider the report recommendations.   
 
Three of these recommendations relate to auditor tenure and auditor 
remuneration. The PJC recommended that entities be required to disclose auditor 
tenure in their annual financial reports and that the current auditor remuneration 
disclosure requirements be significantly enhanced. Ahead of any formal 
Government response, regulatory stakeholders1, are actively considering possible 
approaches to address these specific recommendations.  Specifically: 
• The AICD2 is developing guidance for directors on disclosing information on 

audit tenure which it plans to publish in the next financial year for voluntary 
adoption. 

• The APESB have proposed changes to APES 110 Code of Ethics for 
Professional Accountants (including Independence Standards) detailing the 
specific categories of services that may be provided by an auditor (this will 
assist in determining auditor remuneration disclosures in financial reports). 

• The AASB are developing an Exposure Draft (ED) to enhance auditor 
remuneration disclosures in the financial report.   

 
In this Reporting Update, we discuss these three recommendations in further 
detail and provide illustrative examples for entities seeking to provide enhanced 
financial report disclosures of auditor tenure and auditor remuneration, in advance 
of legislation or standards being finalised mandating these disclosures.  
 
“We recognise that greater transparency and clarity is needed for the public 
to gain further insight into audit services and tenure. We support the PJC 
recommendations as part of our commitment to enhance transparency and 
trust in the auditing profession.”                                                                                  

Eileen F Hoggett  
National Managing Partner 
Audit, Assurance and Risk Consulting 

 
1 Including the Financial Reporting Council (FRC), Australian Securities and Investments Commission (ASIC), Australian 
Auditing Standards Board (AASB), Australian Accounting Standards Board (AUASB), and Accounting Professional & Ethical 
Standards Board (APESB). 
2 Australian Institute of Company Directors. 
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Auditor tenure and             
non-audit services 

Background – auditor independence is front of mind 
In Australia, auditor independence requirements are enshrined in law as set out in 
the Corporations Act 2001 (the Act), Australian Auditing Standards, and the APES 
110 Code of Ethics for Professional Accountants (including Independence 
Standards) (the Code). Auditors must be independent in mind and appearance, 
therefore not only must auditors act independently, but they also need to be 
perceived as independent by the public.  
 
In 2019 the PJC led an inquiry into the Regulation of Auditing in Australia, issuing 
its final report in November 2020. Auditor independence is at the heart of audit 
quality, and the PJC highlighted two main issues of relevance to auditor 
independence: the perceived closeness of the auditor with the audited entity, and 
the provision of non-audit services.  
 
To address these issues the PJC report outlined a number of recommendations 
impacting disclosures in the annual financial report: 
• Audited entities should disclose auditor tenure, of both the auditor and the 

lead partner, in annual financial reports [Recommendation 6]. 
• Audited entities that have not undertaken a public tender process in the last 

10 years should explain why this has not occurred [Recommendation 7]3. 
• Revision should be made to Australian standards to define categories and 

associated fee disclosure requirements in relation to audit and non-audit 
services4 [Recommendation 3]. 

 
 

 

 

 

 

 

 

 

 

 

Auditor tenure disclosures 
PJC recommendation 
The PJC recommendation on auditor tenure is on the basis that longer individual 
auditor or audit firm tenure could lead to an over-familiarity and, in turn, an erosion 
of professional scepticism threatening auditor independence necessary to 
perform high-quality audits. To advance public trust in the audit profession, 
Recommendations 6 and 7 propose greater transparency around the audit firm 
and entity relationship by requiring the entity’s annual financial report to disclose: 
• Tenure of the audit firm and the lead audit partner.  
• Why the entity has not undertaken a public tender process in the last 10 years 

(where applicable). 
 

It is important to note that whilst this “if not, why not” proposed disclosure may 
encourage more listed entities to undertake a public tender on a more regular 
basis, it does not preclude the entity from re-appointing its current auditor. 

 
“We believe that the current legislated and often more rigorous firm specific 
audit partner rotation limiting the tenure of partners on audits to a defined 
term, together with rotation that occurs naturally amongst management, 
Board and Audit Committee members, significantly reduces familiarity risk. 
We support the recommendation of auditor tenure disclosures as we believe 
it provides greater transparency and therefore promotes public trust.” 
  
Eileen F Hoggett  
National Managing Partner 
Audit, Assurance and Risk Consulting 

 
3 PJC Recommendation 7 also includes amendments to the Act to implement a mandatory tendering regime such that entities 
required to have their financial reports audited under the Act must undertake a public tender every ten years.  
4 PJC Recommendation 3 also includes the development of a list of non-audit services that audit firms are explicitly prohibited 
from providing to an audited entity. 
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In Australia, regulatory stakeholders, including the FRC, ASIC, AASB, AUASB and 
APESB, are actively discussing proposals to address these PJC 
recommendations, ahead of a formal Government response. Further, the AICD is 
developing guidance for Directors on the disclosure of audit tenure information, 
expected to be released in the next financial year for voluntary adoption in 
2022/23. 

The key questions under consideration include:  

• Which entities should the audit tenure disclosures apply to? 
• What type of audits should the disclosure apply to?  
• Where in the financial report should the disclosures be presented? 
• How will the auditor tenure period be determined? 
 
Regarding the first two items, although no definitive view has been reached at 
this stage, listed entities preparing statutory financial reports may want to 
consider voluntarily disclosing information on auditor tenure. 

 

 

 

 

 

 

Disclose auditor tenure in 
directors’ report 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Professional judgement 
will be required  
 

 
Where should auditor tenure disclosures be presented? 
Currently auditor tenure disclosures are mandatory in a number of jurisdictions, 
including the United States of America, the United Kingdom and South Africa. In 
all of these jurisdictions auditor tenure is disclosed within the audit report. 
 
Discussions in Australia have canvased various options, including the directors’ 
report, corporate governance reports, notes to the financial statements, the 
auditor independence declaration or the audit report itself. 
 
We believe the most logical and contextual location for these disclosures is in the 
directors’ report. Under the Act, the shareholders vote to appoint the auditors and 
the directors are responsible for assessing auditor independence. We therefore 
consider disclosure of auditor tenure as an important input into this process, and 
the directors should be able to shape these additional disclosures in the broader 
context of their responsibilities. Further, including auditor tenure information in 
the directors’ report would complement the existing independence disclosures 
made by directors and by auditors in the directors’ report under the requirements 
of the Act5. 
 
Local regulatory bodies have acknowledged that other jurisdictions include auditor 
tenure disclosures in the auditor’s report and that changes to the Australian 
directors’ report requirements would require a change in the Act. Even though 
changes to the Act are expected to take longer to enact than changes to the 
AASB/AUASB Standards, all bodies were supportive of the directors’ report being 
a suitable location for these disclosures, given the broader approach to 
independence and governance disclosures presently applied.  
 
How is the audit tenure period determined? 
A definition of auditor tenure and how it should be measured was not considered 
by the PJC recommendations. Guidance from other jurisdictions define auditor 
tenure as the number of consecutive years of service provided by the current 
audit firm and lead audit partner. 
 
The mandatory application of tenure disclosures in other jurisdictions has brought 
to light several complexities in determining the period of auditor tenure which, in 
many cases is not addressed by any definitive guidance. In particular, determining 

 
5 Section 300(11B) requires a listed company to provide specific disclosures in their directors’ report related to non-audit 
services and auditor independence. Section 307C requires auditors of the entity to provide the directors a written 
independence declaration, that is appended to the directors’ consideration thereof in the directors’ report. 
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Example auditor tenure 
disclosures 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

the commencement date of the current auditors’ tenure has been challenging 
where the audit firm or the entity have been involved in previous mergers, 
acquisitions and/or changes in ownership structure. This has highlighted that the 
auditor tenure disclosure will involve professional judgment in determining the 
tenure length, especially for long tenures where historical records may not be 
readily available. 
 
Until there is legislative or standard guidance on how the tenure duration should 
be measured, transparency is key to disclosing this information. Clearly outlining 
any judgements and assumptions made in determining the auditor tenure will 
assist users of the annual financial report to understand how the entity arrived at 
the current auditor tenure duration. For example, if there is uncertainty on the 
year the auditor began serving consecutively as the entity’s auditor (due to 
multiple corporate transactions), the disclosure should articulate this uncertainty, 
its key drivers and the judgements and assumptions made by the entity in 
determining the tenure disclosed. This approach to uncertainty is consistent with 
what is applied in other jurisdictions mandating disclosure of audit tenure. 
 
What could the disclosure look like? 
If listed entities choose to voluntarily disclose auditor tenure ahead of any 
legislative or regulatory change, the disclosures may include: 
• The tenure of audit services provided by the audit firm and audit lead partner 

– either the commencement date of the audit firm and audit partner, or the 
number of years of tenure, or both. 

• When the current lead audit partner is due to rotate off the audit engagement 
under the legislated or firm-specific mandatory rotation policies. 

• When a tender was last conducted and information regarding any re-tendering 
plans. 

• Why a public tender has not occurred in the last 10 years. 
 
Example Illustrative disclosures  
Below are some example auditor tenure disclosures based on different scenarios. 
 
Scenario 1: Company A had undertaken a public audit tender during the last 
financial year. KPMG was successful and appointed as the new auditor. 
 
“The Company A audit was released for public tender during the last financial year 
and KPMG was appointed at our AGM as the new auditor on 1 October 2020. 
KPMG and the lead audit partner, Amanda Smith, have been the auditor of 
Company A for one financial period ended 30 June 2021. In accordance with the 
Corporations Act 2001 [and KPMG partner rotation requirements], the next 
rotation of the lead audit partner of Company A is planned to occur after the 
completion of the 30 June 2025 financial period audit.” 
 
Scenario 2: Company XYZ appointed KPMG as its auditor in 1989. Company A 
was acquired by Company XYZ on 30 August 2015 at which time KPMG was 
appointed as the auditor of Company A. Company A listed on the ASX on 30 July 
2017, however Company XYZ remained the controlling shareholder with majority 
ownership interest. Company A had not undertaken a public tender since 
appointing KPMG in 2015. 
 
“KPMG was appointed [at our AGM] as auditor of Company A on 30 August 2015, 
and has continued to serve as auditor post the Company listing on the ASX in 
2017. Anika Dias has served as the lead audit partner of Company A for the past 
two years ended 30 June 2021. In accordance with the Corporations Act 2001 
[and KPMG partner rotation requirements], the next rotation of the lead audit 
partner is planned to occur after the completion of the 30 June 2025 financial 
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period audit. In accordance with our Audit Committee charter, Company A will 
undertake a public tender for our audit in 2025.” 
 
Scenario 3: Company A was registered in 1920. Prior to 30 August 1987, a 
predecessor firm of KPMG served as the auditor, however, records of the exact 
timing of their appointment are not available. Company A appointed KPMG as 
auditor on 30 August 1987. Company A’s records indicate that it had not 
undertaken a public tender in the last 34 years. 
 
“KPMG have served as the auditor of Company A for the past 34 years. Robert 
Peiras has served as the lead audit partner of Company A for the past three years 
ended 30 June 2021. In accordance with the Corporations Act 2001 [and KPMG 
partner rotation requirements], the next rotation of the lead audit partner is 
planned to occur after the completion of the 30 June 2025 financial period audit.  
Prior to 30 August 1987, Company A was audited by a predecessor firm of KPMG. 
Information was unable to be obtained to determine the commencement date of 
the predecessor firm and therefore determine the number of consecutive years of 
audit services provided by the predecessor firm of KPMG prior to 1987. There has 
been no public audit tender of Company A during the last 34 years for which 
records are available. The directors believe that the current legislated audit partner 
rotation requirements, together with the rotation that has occurred with our CEO 
and CFO, and the frequency of change in membership of our Audit Committee 
significantly reduces familiarity risk threatening auditor independence to an 
appropriate level.”  
 
Where historical records are available, auditor tenure disclosures could consider 
incorporating the consecutive years of service provided by the current audit firm 
as well as any of the current firm’s predecessor firms (for which the current audit 
firm has assumed responsibility for the predecessor firms’ audit report). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Auditor fee disclosures 
Current requirements 
The Act requires an auditor to provide a written declaration that their work is 
compatible with the independence requirements under the Act, commonly 
referenced as a s307C declaration. This s307C declaration is appended to the 
directors’ consideration thereof in the directors’ report. 
 
The Act6 also requires the directors’ report of listed companies to disclose: 
• Details of amounts paid/payable for non-audit services by the auditor. 
• A statement whether the directors are satisfied that the provision of non-audit 

services, during the year, by the auditor is compatible with the general 
standard of independence for auditors imposed by the Act. 

• A statement of the directors’ reasons for being satisfied that the provision of 
those non-audit services, during the year, by the auditor did not compromise 
the auditor independence requirements of the Act. 

 
In addition, AASB 1054 Australian Additional Disclosures requires entities to 
disclose within the notes to the financial statements, the fees paid/payable to 
their auditors for the audit and review of the financial statements and the nature 
of and fees paid/payable for all other services. AASB 1054 does not contain 
specific categories or definitions relating to all other services. In practice all other 
services are generally split between “other assurance and audit-related services” 
and “non-audit services”.   

 
6Section 300(11B) of the Act. 



 

6 
 

21RU-014 Auditor Tenure and Auditor Fee Disclosures 
©2021 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with 
KPMG International Limited, a private English company limited by guarantee. All rights reserved. The KPMG name and logo are trademarks 
used under license by the independent member firms of the KPMG global organisation. Liability limited by a scheme approved under 
Professional Standards Legislation. 

 
Need to enhance 
transparency and 
comparability in audit fee 
disclosures 

 

 

 

 

 

 

 

 

 

 

 

PJC recommendation 
Due to inconsistencies across entities in the financial reporting disclosure of 
auditor remuneration, the PJC recommended that Australian standards be 
developed defining fee categories to enhance remuneration disclosures in relation 
to audit and non-audit services. 
 
“Given AASB 1054 is a decade old and market practice has moved on, 
amending the disclosures in this standard is well overdue and will 
contribute not only to transparent and fit for purpose information, but result 
in the disclosures being comparable between entities”. 
 
Zuzana Paulech 
Partner 
Department of Professional Practice 
 
What could disclosure look like? 
In 2019 ASIC released guidance to audit firms to encourage entities to disclose 
auditor remuneration in accordance with specific categories. The aim of the 
guidance was to aid in the consistent and transparent reporting of audit and non-
audit fee information. This suggested categorisation is illustrated in Note 48 of our 
Example Public Company Limited Financial Report, represented in Appendix 1 – 
Auditor fee illustrative disclosures of this Reporting Update. 
 
Latest developments – APESB proposed changes to the Code and 
potential AASB exposure draft on auditor remuneration 
On 28 May 2021, the APESB issued an Exposure Draft to amend the Code to 
incorporate changes made by International Ethics Standards Board for 
Accountants to the International Code of Ethics for Professional Accountants 
(including International Independence Standards). These amendments seek to 
enhance the fee-related provisions of the Code.   
 
In addition, the ED includes proposals to address the fee related 
recommendations of the PJC by: 
• Detailing the different categories of services that may be provided by an 

auditor (which will assist in determining disclosures required under 
accounting standards); and 

• Prohibiting incentivising audit partners for sales of non-assurance services to 
all audit clients. 

 
The fee categories proposed in the ED are similar to those proposed by ASIC 
discussed above.   
 
The amendments to the Code are proposed to apply for engagements beginning 
on or after 1 January 2023, and comments on the ED are due by 31 August 2021. 
 
In addition to the proposed changes to the Code, the AASB discussed the issues 
raised by the PJC in its February and June 2021 meetings. An ED to amend the 
disclosures in AASB 1054 is being developed, which includes consideration of the 
ASIC guidance detailed above. The ED is expected to be progressed internally 
within the AASB in the coming months, with its release dependent on the federal 
Governments response to the PJC recommendations. 
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Appendix 1 – Auditor fee illustrative disclosures 
 

Notes to the consolidated financial statements (continued) 
 48.      Auditors’ remunerationa, b, c   

ASIC Instrument 
2016/191 

In dollars 
2021 2020 

 Audit and review servicesd   
 Auditors of the Group – KPMG   
 Audit and review of financial statements – Groupe 658,900 524,360 
 Audit and review of financial statements – controlled entitiese 1,049,600 689,890 
AASB 1054.10(a)  1,708,500 1,214,250 
 Other auditors   
AASB 1054.10(a) Audit and review of financial statements 12,260 11,310 
    
AASB 1054.10(b), 11 Assurance servicesf   
 Auditors of the Group – KPMG   
 Regulatory assurance servicesf, g 43,410 30,860 
 Other assurance servicesf, h 460,510 491,370 
  503,920 522,230 
 Other auditors   
 Other assurance servicesf, h 2,000 2,000 
    
AASB 1054.10(b), 11 Other servicesf, i   

 Auditors of the Group – KPMG   
 Taxation advice and tax compliance services 114,320 96,350 
    
 Other auditors   
 Valuation services 25,000 23,000 
    

 

 a. This illustrative disclosure excludes auditors’ remuneration for associates or joint ventures but includes partnerships and joint 
operations. An entity may want to separately disclose auditors’ remuneration for associates and joint ventures, in which case we 
recommend additional line items be included within each section for transparency. 

 b. Although it is not required, this categorisation of fees to auditors is encouraged by ASIC to aid in the consistent and transparent 
reporting of audit and non-audit fee information.  

 c. Disclosures are required regardless of whether the entity or a related entity make the payments. Where fees are paid on behalf of 
the entity by a related party outside the consolidated entity, disclosure as a related party transaction is required.  

 d. Half-year audit and review fees for entities in the group are included in ‘audit and review services’.  
 e. ASIC encourages fees paid to the Group auditor to be split out separately for those relating to auditing the statutory financial 

report of the parent covering the consolidated group; and those relating to auditing the statutory financial reports of any 
controlled entities. This disclosure is provided for illustrative purposes only. 

 
 
 
AASB 1054.10,11  
 
S300(2A), 
S300(11B)(a), 
S300(11C)(b) 

f. Although it is not required, ASIC encourages entities to split fees for assurance services from fees for non-assurance services. 
They also encourage assurance services to be further split between “regulatory assurance services” and “other assurance 
services”. This disclosure is provided for illustrative purposes only.  
An entity is required to describe the nature of all services provided that do not relate to the audit or review of the financial 
statements. There is no requirement to provide an amount for each non-audit service.  
However, an entity that has not included detailed amounts for all non-audit services in the directors’ report but has specified 
that this information may be found in the financial statements, discloses the amount for each non-audit service in this note in 
order to comply with the Corporations Act 2001 requirements. 

 g. Regulatory assurance services are those that are required under legislation and are performed by the auditor, for example, 
Form FS 71 for an AFS licensee, workers compensation, APRA reports, US Sarbanes-Oxley Act of 2002 Section 404, franchising 
code of conduct and retirement villages.  

 h. Other assurance services are fees for other assurance services other than those included under regulatory assurance, such as 
those required under contractual arrangements. Examples include, assurance on revenue information relevant to a royalty 
agreement, sustainability assurance reporting and capital raisings.  

 i Other services are services that do not fall within regulatory or other assurance services e.g. tax advice, tax compliance, 
consulting. 

Source: Example Public Company Limited: Illustrative disclosures 2020-2021, Note 48, page 43.
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