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What is the harm which an audit is intended to prevent / protect against? 

An audit provides very little value to most organisations, especially where financial statements 
are prepared by a chartered accountant.  There is a general misconception about what an audit 
achieves, particularly around the ability to detect fraud.  An audit generally carries a disclaimer 
for any liability for not identifying fraud.  The audit is more about checking the accounting 
principles and practices used by the society.   

Canterbury Aero Club Inc is a society with significant investment in aircraft, many of which have 
a replacement cost of NZ$800,000 or more.  It follows that a prudent approach to asset 
protection would ensure that the aircraft are insured.  The loss of $800,000 would have a very 
serious impact on the balance sheet.  The audit of our accounts did not include a question on 
whether we held insurance or on the nature or extent of it.   

We feel that Regulations which impose fraud prevention obligations (eg two approvers of 
expenditure over a specified sum and perhaps that society members, at an AGM, be required 
to be informed of and ratify the society’s insurance policy and practices) would be more 
practical and effective measures to prevent fraud and provide assurance to members than 
would a blanket requirement for audit. 

The Cost of an Audit 

The Rules of our society, which has existed since 1938, had, for very many years, required an 
annual audit of the accounts.  At our 2021 AGM, we removed the requirement for an audit 
because: 

1. Each audit was invoiced to the Club at approx. $20,000 and was likely to increase to 
$25,000; 

2. The audit would not identify fraud (as noted in the preceding section on harm); and 

3. Audits in recent years had given the impression of being ‘cookie-cutter’ reports, often using 
identical reporting to that of the previous year. 

$20,000 to $25,000 is a significant expense for our society and we felt that it was not money 
well spent on behalf of members.  

Most accountants won’t touch audit these days because the compliance requirements are too 
great.  This leaves audit work largely to the big four accounting firms and their very high fees.   

We are also very concerned whether there is sufficient capacity in the sector to take on the 
extra audit work which the Regulations will impose on some societies.  We believe that this will 
result in audit firms pricing their audit fees at an even higher level than they are already because 
they don’t need the work, but will choose to take it on if it’s very profitable.  This is not a 
scenario which societies that are tight for funds, and largely run by volunteers, should be 
exposed to. 

Lastly, apart from the fee, an audit imposes significant time demands on management 
members of the society.  In our experience, a society will incur an equal cost in staff time and 
resources devoted to the audit.  Volunteers are generally not available to assist with audit 
queries.  Furthermore, the audit firm’s personnel assigned to the engagement are almost 
always new graduates with minimal supervision and who often have close to 100% turnover 
from year to year. 

The Public Interest 

Charities have a lower audit requirement threshold because the taxpayer rebates a third of all 
donations. There is therefore greater public interest in making sure the reporting is correct.  
The charity threshold is not an appropriate guide to determining whether a non-charitable 










