
 IESBA Meeting (October 2014) Agenda Item 
  7-B 
 

NAS – Compilation of Responses to Specific Questions in the Exposure Draft 

# Respondent Respondent’s Comment Proposed Resolution/Notes 

Q1. Are there any situations that warrant retention of the emergency exceptions pertaining to bookkeeping and taxation services? 

1.  ACCA We agree that the use of terms such as ‘emergency’ and ‘unusual’ suggest a high level of 
subjectivity. It will always be possible to imagine situations in which these terms will be relevant. 
However, such situations are already covered by paragraph 100.11 of the Code, and attempts to 
explain ‘emergency or other unusual situations’ threaten to undermine the significance of that 
paragraph. 

An emergency situation may include a need for strict confidentiality. Staff of the audit firm would 
have the required knowledge of the audit client’s systems and procedures, but might also be 
regarded as more likely to safeguard confidential information than would subcontractors not 
previously known to the client. It may be unclear whether such an example – predicated on the 
need to retain confidentiality – would fall within the category of an ‘emergency or other unusual 
situation’ as currently set out, and we would prefer to see the emphasis on proportionality and 
appropriate consultation, as required by paragraph 100.11. 

In conclusion, we believe that the continued use of specific exceptions within the Code would 
perpetuate issues of uncertainty and inconsistency of application, rather than provide clarity and 
focus on the public interest. However, at a later date, it would be necessary for the IESBA to 
provide guidance (either within the restructured Code or elsewhere) to highlight and better 
explain the impact of paragraph 100.11. This should include a clear explanation of the role of a 
regulator in such circumstances. 

Support noted. The need for 
confidentiality is not an emergency 
situation. Edits to paragraph 100.11 
are outside the scope of this project. 

2.  AIA  AIA is in broad agreement with the proposal to withdraw the emergency exception provisions 
pertaining to bookkeeping and taxation services.  However, as the proposal is aligned with the 
expectation of reliance on the guidance contained in paragraph 100.11 - with respect to deviation 
from the Code in unusual circumstances; we would suggest that, in tandem with this proposal,   
consideration be given to enhancing the guidance contained in paragraph 100.11 of the Code - 
by way of providing illustrative examples of the “unusual circumstances” referred to. In our view, 
an appropriate example for inclusion would be where a remote branch operation or component of 
a group audit  client, finds  it  totally impracticable  to secure  the provision of bookkeeping and/or  

Support noted. Performing 
bookkeeping services to a remote 
branch of a client is not a situation in 
which deviation from the Code is 
permissible. Edits to paragraph 
100.11 are outside the scope of this 
project.  
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taxation services from another source, and the auditor believes that not to provide such services 
would  result in a disproportionate outcome or would not  be  in the  public interest. 

3.  AICPA We do not believe that there are any situations that warrant retention of the emergency 
exceptions pertaining to bookkeeping and taxation services as they relate to audit clients that are 
public interest entities. 

Support noted.  

4.  CCPCR  Yes control limitations in some jurisdictions. Control limitations is not a situation in 
which deviation from the Code is 
permissible.  

5.  CPA 
Canada 

The provisions of Paragraph 100.11 are sufficient to address emergency situations such that 
retention of the emergency exceptions pertaining to bookkeeping and taxation services is not 
warranted.  

However, applying the provisions of Paragraph 100.11 to address such situations would require 
professional accountants to “consult” with a member body or regulator. We suggest that 
consideration be given to adding language to confirm that such consultation does not replace the 
exercise of professional judgment by professional accountants, nor does it relieve professional 
accountants from accountability and potential liability for the decisions they make when faced 
with such situations.  Such third party involvement will add rigour to the process, but may raise 
some additional issues, including: 

(a) Absent language to the contrary, potential for  

(i) substitution of the professional judgment of the professional accountant with that of the 
member body or regulator; and(ii)  a shift of liability from the professional accountant to 
the member body or regulator; 

(b) The potential for a situation where 

(i) the advice from one regulator or member body might differ from another,  

(ii) the professional accountant must determine which is the “right” body to consult, or 

(iii) a regulator “approves” an exception, but a member body might still take disciplinary 
action; 

(c) The potential to introduce delay into a situation that by its very nature requires an immediate 

Paragraph 100.11 is not intended to 
replace the emergency provisions. 
Proposed edits to paragraph 100.11 
are outside the scope of this project.  
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response; and 

(d) The possibility that some regulatory structures may be more sophisticated or mature than 
others and the extent to which such differences might impact the results of consultations. 

6.  CNCC-
CSOEC 

Neither CNCC nor CSOEC has identified situations where emergency provisions are absolutely 
necessary. In fact, we believe that the code already provides a framework which can 
accommodate extraordinary situations in paragraph 100.11. Moreover, the code identifies 
situations where, if not material, non-assurance services are not prohibited. We have therefore 
no objection to the proposed changes. 

Support noted.  

7.  CPA 
Australia 

We support removal of the emergency exceptions paragraph on the basis that in the very rare 
circumstances where such an exception would be appropriate the general “unusual 
circumstances” provision in paragraph 100.11 of the Code would apply. 

Support noted.  

8.  FAR In FAR's opinion there can be situations that warrant retention of the emergency exceptions, at 
least as far as SME-clients are concerned, e.g. when an audit client has a legal obligation to fulfil 
with a tight timetable and there is no alternative service provider available. In paragraph 290.174 
(a-c) it is indicated under which conditions this would be acceptable. Removing the paragraph 
would not be helpful or in the public interest especially considering that regulators do not 
generally have the power to grant exceptions. Emergency exceptions seem less warranted 
where PIEs are concerned. FAR therefore suggests that the emergency exception should 
remain, but not be applicable to PIEs. 

A tight timetable is not a situation in 
which deviation from the Code is 
permissible. 

9.  HKICPA We support the IESBA's proposal to remove the emergency exceptions pertaining to 
bookkeeping and taxation services under paragraphs 290.174 and 290.186-187.  

We note that such emergency exceptions are not commonly used in our jurisdiction. With the 
exception clause in paragraph 100.11 being retained in the Code, we believe removing the 
provisions would strengthen the Code by eliminating the potential for misuse of the provisions 
due to subject terms such as "emergency" and "unusual situations" included in the extant 
guidance.   

Support noted. 

10.  ICAB There are no situations that warrant retention of the emergency exceptions pertaining to 
accounting and bookkeeping services. 

Support noted. 
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11.  ICAEW From a perspective of impact upon the entities we regulate and, importantly, the entities they 
audit, we do not object strongly to the removal of the emergency exception: the APB Ethical 
Standards on auditor independence that apply in the UK include a similar emergency exception 
and we doubt that it is much used.  That said, we have no evidence that the provision has been 
mis-used and we do not see any such evidence referred to in the explanatory memorandum. 

Comment noted.  

12.  ICAGH No. We are quite comfortable with the reasons for the removal of the emergency exception 
clause from the standard. 

Support noted 

13.  ICAI – India We are o.k. with the proposed deletion of emergency situation provisions pertaining to 
bookkeeping (Para 290.174). 

Support noted 

14.  ICAP We agree that the emergency exceptions pertaining to bookkeeping and taxation services should 
be deleted to avoid misuse of the provision and to strengthen the Code. 

Support noted 

15.  ICAS …from a UK perspective we do not believe that this exemption is necessary as “emergency 
exception provisions” could be abused and therefore we are supportive of the proposed change 
by IESBA 

Support Noted 

16.  IMCP We believe that no emergency conditions should be retained or considered. Support noted.  

17.  ICPAK We support proposal to remove the emergency exceptions paragraph on the basis that in 
extremely rare circumstances where such an exception would be appropriate the general 
“unusual circumstances” provision in paragraph 100.11 of the Code would apply. 

Support noted.  

18.  ICASL CA Sri Lanka is in agreement with removing the emergency exception from the Code. Support noted.  

19.  ISCA In our view, removing the emergency provisions removes the potential for abuse of the provision 
as this would eliminate situations where practitioners may be under pressure to invoke the 
emergency provision to assist the clients to meet deadlines. In addition, even with the removal of 
the emergency provisions, there is still paragraph 100.11 of the Code which provides the 
professional accountant some leeway for “unusual circumstances” to be evaluated albeit more 
restrictive. Hence, we agree with the removal of the emergency exceptions. 

Support noted. Assisting a client in 
meeting a deadline is not an 
acceptable reason for diverging from 
the Code.  

20.  IDW We generally support the proposal to remove the “emergency exception” provisions in 
paragraphs 290.172 and 290.185 relating to bookkeeping and taxation services, respectively, to 

Support noted. Paragraph 100.11 is 
not intended to replace the 
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audit clients that are PIEs, since we agree with IESBA that the current wording is to some extent 
subjective and could be open to misuse.  

We also agree that section 100.11 could be drawn upon to deal with any rare circumstances, in 
which it would indeed either be in the public interest or otherwise be necessary to prevent a 
disproportionate outcome for an auditor to depart from these particular requirements of the Code 
in an emergency or in other unusual situation. Whilst we appreciate the fact that paragraph 
100.11 includes the recommendation for a professional accountant to consult with a member 
body or the relevant regulator in such circumstances, we believe that additional clarity is needed 
in this regard.  

In our opinion it is the auditor who has to use professional judgment and then accept the 
responsibility alone for his or her decision to depart from a requirement of the Code. Using the 
term “recommendation” in this context is unhelpful, as it implies consultation is always 
recommended, and is likely to be regarded as a quasi-requirement, especially by auditor 
oversight authorities. In our view, it would be more appropriate to include guidance about 
possible consultation rather than to state it is “recommended”; indeed there may be 
circumstances when consultation is not warranted due to the limited nature and/ or extent of any 
assistance requested by an audit client.  

Whilst emergency provision of bookkeeping and taxation services may be less of an issue in 
regard to the audit of larger PIEs, some smaller PIEs may well encounter temporary 
circumstances that cause them to turn to their auditor for “emergency” assistance in terms of 
prohibited non-assurance services. This may be particularly the case where special knowledge 
of the client’s industry is not widespread and the auditor’s familiarity with the client’s systems 
means that only the auditor is best placed to assist the client in meeting urgent external reporting 
deadlines. As drafted, the ED would preclude any provision of bookkeeping services and any 
provision of taxation services. In our opinion it would be appropriate for the Code to clarify in 
some way that factors such as the nature of assistance and the timeframe are criteria the auditor 
would need to take into account in such circumstances and that these would also play a role in 
the auditor’s decision as to whether consultation is needed and, if so, whether consultation with a 
member body or a regulator would be appropriate. There is a significant difference between 
assisting with bookkeeping over a longer period or complete computation of a PIEs taxation 
liability and deferred tax provisions and assistance on a  temporary basis for a brief period or in 

emergency exception provisions – it 
is intended to provide guidance for 
the professional accountant in 
situations where the application of the 
Code may result in a disproportionate 
outcome that may not be in the public 
interest. Assisting a client that is a 
smaller PIE in meeting a deadline is 
not an appropriate reason to diverge 
from the provisions of the Code.  
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working on tax computations that were interrupted, e.g. through staff illness, but need to be 
completed under time pressure. 

21.  JICPA We support the deletion of the emergency provisions. There are no situations necessary to apply 
the emergency provisions. 

We support the IESBA decision because the emergency situations should be very limited in 
addition to the fact that it is difficult to define the emergency situations and prevent 
misapplication of these provisions while we believe that bookkeeping and taxation services, 
which are not normally permitted for audit clients that are public interest entities, are permitted in 
case of an emergency situation. 

Support noted.  

22.  KICPA Given that emergency situations are very rare, KICPA supports the background behind IESBA’s 
ED that proposes to withdraw the emergency provisions and allows to apply the general 
principles of paragraph 100.11 recommending that professional accountants consult with a 
member body or a relevant regulator in the unusual circumstances, instead of addressing 
emergency situations individually in the non-assurance services subsections and leaving 
whether they are emergency situations up to the judgment of auditors. 

Support noted. 

23.  MIA We agree with the withdrawal of the emergency exceptions pertaining to bookkeeping and 
taxation services to avoid potential misuse of the provisions.  In fact, the emergency exceptions 
pertaining to bookkeeping and taxation services were removed from the Institute’s By-Laws 
(equivalent to the IESBA Code) many years ago due to the subjectivity of the terms in nature.  
For your information, paragraph 290.173 was also not adopted in Malaysia.   

 Paragraph 290.172  

The preparation of accounting records or financial statements creates a self-review threat when 
the firm subsequently audits the financial statements.  We suggest that it should be clearly stated 
in paragraph 290.172 that a firm should not be allowed to provide such services to a public 
interest entity that is an audit client and its related entities pursuant to paragraph 290.27.  The 
treatment should be consistent with the requirements for an audit client that is a listed entity. 

Paragraph 290.185 

The same should also apply to tax services under paragraph 290.185, the provision of tax 
calculations of current and deferred tax liabilities (or assets) should be prohibited to a public 

Support noted. Other comments 
considered with no changes deemed 
necessary.  
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interest entity and its related entities.  Hence, we suggest that it should be specified in paragraph 
290.185 that a firm should not be allowed to provide such services to a public interest entity that 
is an audit client and its related entities pursuant to paragraph 290.27. 

24.  MICPA MICPA concurs with the Board that emergency exceptions are expected to be rare and 
extraordinary and hence agrees with the proposed amendments to remove the emergency 
exceptions pertaining to bookkeeping and taxation services. 

Support noted.  

25.  NASBA We support the view that there are no situations that warrant retention of the emergency 
exceptions pertaining to bookkeeping and taxation services in the Handbook of the Code of 
Ethics for Professional Accountants. We support the removal of the emergency provisions and 
concur with the conclusion that this strengthens the Code by removing the potential for misuse of 
the current provisions due to the subjective terms such as "emergency" or "unusual situations." 

Support noted.  

26.  SAIC SAICA is of the view that the chances of an emergency ever arising are remote. Our Code needs 
to enforce independence of mind.  In practice non-assurance services like bookkeeping and tax 
are responsibilities of the company, when done by the same firm doing the audits it results in 
increasing the firms fees through alternative profit opportunities, this by implication creates 
greater dependency on the company they audit leading to self-interest as well as self-review 
threats.  There are enough alternative providers and firms in the market who are skilled to cater 
for most emergencies. Further to the aforementioned to the best of our knowledge most large 
firms in South Africa no longer carry out dual tax, bookkeeping services and also carry out audits 
for their clients.  The Code is just aligning to our accepted practice in South Africa. There is also 
the default exception in Paragraph 100.11 of the code.  Agree to remove exception clauses as 
proposed. 

Support noted.  

27.  WPK WPK welcomes the unexceptional withdrawal of the emergency exception provisions related to 
bookkeeping and taxation services. The German law does not provide for such emergency 
exceptions either. The withdrawal is favourable particularly due to the following reasons:  

Firstly, the determination of what constitutes an emergency situation remains highly unclear and 
creates a gateway for misuse of the provisions. Secondly, the determination to use the provision 
should not be made by the auditor and the client. Thirdly, retaining any emergency exceptions 
would inevitably lead to and maintain, respectively, regulatory divergence, since some 

Support noted.  
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jurisdictions would implement such provisions and others not, thereby undermining IFAC´s goal 
to contribute to global convergence to the greatest extent possible. In contrast, withdrawing the 
emergency exceptions might also lead to greater acceptance and therefore use of the Code of 
Ethics.  

Against this background we are not capable of recognizing any situations that could warrant the 
retention of the emergency exceptions. 

28.  ZICA We do believe that the emergency exceptions pertaining to bookkeeping and taxation services 
should be maintained. For instance, in Group audit situations where it may be difficult (such as in 
remote areas/developing countries) to find other providers of non-assurance services. 

Difficulty in finding other providers of 
non-assurance services in remote 
areas or developing countries is not 
an appropriate reason for diverging 
from the provisions of the Code.  

29.  ANAN ANAN believes that there is no need or basis for the retention of the emergency exception 
pertaining to book-keeping and taxation services for Public Interest entities. Any Public Entity 
should be able to employ competent Professional Accountants to carry out this “primary 
function”. 

Support noted.  

30.  Crowe 
Horwath 

In principle, we agree with IESBA’s proposal to withdraw the “emergency exception”. However, 
in many jurisdictions relatively small entities, including not for profit organisations, fall within the 
adopted definition of “public interest entity”. Situations do arise when such organisations will look 
to their audit firm for short-term emergency support, and for practical purposes, the audit firm is 
the only realistic service provider.  

In their final deliberations, IESBA should reflect upon how the PIE definition is applied in 
practice, and consider whether the revised Code can accommodate the circumstances of small 
PIEs. 

Support noted. Practical purposes are 
not an appropriate reason to diverge 
from the provisions of the Code 
regardless of the size of the PIE.  

31.  DTT We are not aware of any situations that would warrant retaining the emergency exception related 
to bookkeeping and taxation services in the Code.  We agree that any emergency exceptions to 
the independence provisions could be addressed with a local regulator or through the application 
of paragraph 100.11 of the Code. 

Support noted.  

32.  EYG We support the removal of the emergency exception provisions in the bookkeeping and taxation 
services sections that permit the auditor to perform otherwise prohibited services for audit clients 

Support noted.  
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that are public interest entities (PIEs) and cannot identify any situations that would warrant 
retention of these provisions.  We believe that the international market for accounting services is 
sufficiently well developed that companies are able to obtain adequate assistance from 
alternative providers when emergency situations arise.  We also note that, with respect to 
immaterial subsidiaries, the Code continues to allow certain bookkeeping and tax accounting 
services in any situation. 

33.  GTI Grant Thornton is supportive of the proposal to the Code to remove the emergency provision and 
concurs that removing this provision will strengthen the Code by removing  the potential for 
misuse of the provisions due to subjective terms such as “emergency” and “unusual situations”. 

We do believe that certain situations, such as natural disasters and acts of war may warrant an 
exemption. However, we believe such occurrences will be narrow in scope, and agree with the 
Board that such exceptions should not be addressed by the Code, but are more appropriately 
dealt with by local regulators or other professional bodies. 

Support noted.  

34.  KPMG We agree that the exceptions contemplated by the standard are rare and that existing 
mechanisms within the Code (100.11) permit consideration of the matter should an exception be 
deemed necessary.   

Support noted.  

35.  Kreston There are no situations that warrant retention of the emergency exceptions. As noted the 
provisions in respect of unusual circumstances can be used where needed. 

Support noted.  

36.  Mazars We support the proposal to remove the emergency provisions relating to bookkeeping and 
taxation services. Such situations should be exceedingly rare and therefore not requiring to be 
addressed by the Code. 

Support noted.  

37.  MS By their very nature, such emergencies cannot be predicted. It is not inconceivable that there 
may be future occurrences of emergency situations. Whilst the intention to remove the potential 
misuse of the emergency exceptions is to be welcomed, the withdrawal of all such provisions will 
bring uncertainty as to how any emergency situations may be dealt with if not set out in this 
Code. It would be preferable to try to find suitable wording for the Code to achieve the desired 
goal. 

The advice in paragraph 100.11 of suggesting firms consult with a member body or the relevant 
regulator may prove problematic. Our member body, the ICAEW, provides an Ethics Service and 

The emergency provisions are 
recommended to be deleted because 
they should be so rare in nature that 
the situation should not be addressed 
by the Code, thus, further guidance 
concerning emergency exceptions is 
deemed not necessary.  
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this has demonstrated itself to be a useful source for consultation. At time of writing, there is no 
similarly established consultation service provided by the regulator. The efficacy of this 
suggestion may depend more on individual member bodies and relevant regulators. 

38.  PKF No, we do not believe that such exceptions should be retained. Support noted.  

39.  PwC The current provisions relating to the ability of an audit firm to provide certain services in 
emergency and other unusual situations was presumably intended to allow the auditor to assist 
the client in such situations where that would be in the public interest and where an override of 
provisions in the code, which often address perception issues, would be more important in the 
public interest than technical compliance with those requirements.  

In the context of a global code, the deletion suggests that audit committees of public interest 
entities, in consultation with the audit firm, are not to be trusted to make such judgements where 
the provision of such services is deemed to be in the public interest, and we regard this as 
unfortunate.  

If the Board believes that the provision is open to misuse, and we have not seen any evidence of 
this ourselves, we wonder if the objective could be achieved by a sharpening of the provision 
through a more specific reference to the service being in the public interest and examples of 
when a set of circumstances (such as in the event of a natural disaster) would be regarded as an 
“emergency or other unusual situation”.   

We also recommend that if the provision is used in such a situation that there should be 
appropriate transparency thereof, such as through discussion with the relevant regulator. 

The emergency provisions are 
recommended to be deleted because 
they should be so rare in nature that 
the situation should not be addressed 
by the Code, thus, further guidance 
concerning emergency exceptions is 
deemed not necessary. 

40.  IRBA We are not aware of any situations that would warrant retaining the emergency exception 
relating to bookkeeping and taxation services as mentioned in the IESBA Code. We agree that 
any emergency exceptions to the independence provisions could be addressed through the 
application of paragraph 100.11 of the IESBA Code. 

We agree that the situation in which an emergency provision should be allowable should be so 
rare and extraordinary that it should not be addressed by the IESBA Code. We believe that it 
strengthens the Code by removing paragraphs that could potentially open it to abuse. 

Support noted. Paragraph 100.11 is 
not intended to replace the 
emergency exception provisions.  

41.  Denise In relation this Exposure Draft there are not situations that warrant retention of the emergency 
exceptions pertaining to bookkeeping and taxation services.  However, I understand that some 

Support noted. Comments noted.  
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Juvenal discussions can impact this proposal in the future as follows:  the Fair Value Measurement , 
Audit Quality , Auditor Reporting , Integrated Reporting   and COSO , I suggest for the Board, if 
agrees, observe the results of these discussions. 

42.  SMPC IFAC We believe that there may be situations that warrant the retention of the emergency exceptions 
pertaining to bookkeeping and taxation services or further amendments should be made to the 
Code which would allow the provision of such services for a short period of time in emergency 
situations.  

Public-interest entities (PIEs) vary considerably around the world in terms of their size and thus 
the degree of sophistication/ level of resources of their respective accounting departments. 
Whilst the proposals may be acceptable in the context of some PIEs, for example a large bank in 
a developed nation, they could pose practical issues in the context of, for example, a very small 
charity in a developing nation, which is a PIE solely because the nature of its operations. 

The proposal to remove the current emergency exception may impact numerous small PIEs 
which would normally turn to auditors for assistance in an emergency situation. These situations 
may be rare, but they might occur, for example, in the case of a sudden illness or death of the 
individual responsible for the bookkeeping or taxation procedures in a client or if an individual 
leaves the company without prior notice. In these circumstances until a new person is hired and 
properly trained, a smaller PIE may turn to an auditor and expect them to help on a temporary 
basis. This would most likely be the case if such an emergency occurs close to urgent external 
reporting deadlines, which must be met otherwise penalties will be incurred. 

Whilst we agree that removing the exceptions reduces the potential for misuse, we are not aware 
of any evidence suggesting that these have been used inappropriately. On balance, we would 
prefer retaining some flexibility in emergency exceptions to permit bookkeeping and taxation 
support for a short period of time, providing the firm introduces appropriate safeguards.  

We agree that section 100.11 could be used in an emergency or an unusual circumstance, but 
consider that the extant wording may require refinement because it currently only refers to 
“unusual circumstances in which the application of a specific requirement of the Code would 
result in a disproportionate outcome or an outcome that may not be in the public interest…”. As 
noted above, there may be rare circumstances that the auditor of a small PIE is required to assist 
a client in providing some non-assurance services for a brief time period. Therefore, if the current 

The emergency provisions are 
recommended to be deleted because 
they should be so rare in nature that 
the situation should not be addressed 
by the Code, thus, further guidance 
concerning emergency exceptions is 
deemed not necessary. 

The examples provided are not 
appropriate reasons for diverging 
from the provisions of the Code.  

Potential edits to paragraph 100.11 
are outside of the scope of this 
project.  
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provisions are removed, it would be beneficial if the Code could provide additional guidance to 
clarify certain issues, such as the nature of the assistance that could be delivered along with the 
time period, and that these factors would feature in the auditor’s decision to consult in an 
emergency situation.  

In our opinion it is important to recognize the variety of bookkeeping and taxation services in 
order to determine whether there is a threat to independence that needs to be mitigated or 
removed if it is so large that it cannot be adequately mitigated. There is a significant difference 
between an audit firm providing a temporary bookkeeper and a long-term recurring arrangement 
to assist with bookkeeping. Similarly, providing short-term one off assistance in the preparation 
of a tax return is unlikely to impact auditor independence in the same way as providing expert 
advice on the tax implications of a large complex transaction. 

43.  Altaf Noor 
Ali 

No. We welcome the withdrawal of the emergency exception provisions related to bookkeeping 
and taxation services and the conclusions on which it is based. 

Support noted.  

44.  APESB APESB issued the revised Australian Code (APES 110) which was based on the 2009 version of 
the IESBA Code in December 2010.  As APESB did not believe that there can be circumstances 
in Australia that would warrant the inclusion of the emergency provisions pertaining to an auditor 
performing bookkeeping and taxation services for a Public Interest Entity (PIE) audit client, 
APESB did not adopt these IESBA provisions in the Australian Code in 2010.  

In Australia, the Corporations Act 2001 requires all disclosing entities, public companies, 
companies limited by guarantee (except small companies limited by guarantee) and large 
proprietary companies to be audited. A large proprietary company is defined as large for a 
financial year based on its consolidated revenue, consolidated gross assets and number of 
employees. Some small proprietary companies may have to lodge financial reports in certain 
circumstances. Consequently, as the threshold for statutory audits in Australia is high, there are 
fewer SMEs that require to be audited. In addition, there are over 200,000 professionally 
qualified accountants who are members of the three major Australian accounting bodies.  

Accordingly, APESB was of the view that if there is an emergency in respect of a PIE audit client, 
that there is a sufficient number of professionally qualified accountants who would be able to 
step in and assist with bookkeeping and taxation services. These prohibitions have been 
effective in Australia since 1 July 2011 and there have been no issues reported by Australian 

Support noted.  
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stakeholders in respect of practical implementation difficulties.   

Since IESBA’s proposal in this Exposure Draft is consistent with the existing position in the 
Australian Code, APESB strongly supports IESBA’s proposal to remove the emergency 
provisions in respect of the external auditor performing bookkeeping and taxation services for 
audit clients who are PIEs in IESBA’s Code. 

45.  ASSIREVI We agree that the lack of detailed specifications about what constitutes an emergency situation 
in which the providing of services, otherwise forbidden, is allowed, may give rise to “misuse of 
the provision”. However, we do not believe that the provision should be eliminated but rather 
regulated by the Code. Conversely, to safeguard the principle of general interest guaranteed by 
the Code, the Code should provide that client management defines in advance what is an 
emergency situation, which could allow the authorisation of services that would not otherwise be 
permitted. The client’s audit committee should approve the management’s decisions. 

The emergency provisions are 
recommended to be deleted because 
they should be so rare in nature that 
the situation should not be addressed 
by the Code, thus, further guidance 
concerning emergency exceptions is 
deemed not necessary. 

46.  DFSA The DFSA is of the view that a situation in which an emergency provision should be allowable 
should be so rare and extraordinary that it should not be addressed by the Code. 

Support noted.  

47.  FEE The rationale behind the removal of exception to provide non-assurance services in emergency 
situations is questionable. It is argued by IESBA that it is up to regulators to allow exception or 
not on a case by case basis, and to accommodate this as a breach of the Code.  

However, based on the reasoning that rules and regulations are usually more demanding than 
professional standards, professional accountants might not be at ease to ask for such exception 
if their professional or other standards do not allow for it. Regulators in some countries are often 
not set up to grant permission to breach standards, and in some cases do not even have the 
legal mandate to grant such exception. 

In addition, special attention should be paid to group audit situations where it may be impossible 
for a component in remote areas to find other providers of non-assurance services. FEE strongly 
believes that the exception is to be maintained for those cases. 

Performing bookkeeping services to a 
remote branch of a client is not a 
situation in which deviation from the 
Code is permissible. 

48.  GAO We share the IESBA’s view that there are generally no situations warranting the retention of the 
emergency exceptions pertaining to bookkeeping or taxation services. We believe that the 
language proposed by the IESBA is appropriate given that the rare circumstances under which 
an emergency exception would be justified are addressed by paragraph 100.11 of the Code. 

Support noted.  
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49.  IAA Whether a situation that requires an emergency provision is rare and extraordinary, in some 
cases it might be necessary to turn to these provisions in order to respond to certain services 
requested by audit clients. Despite that these services are not allowed according to the code, 
they are very important in an organization. 

On the other hand, On the other hand, if the exemptions for emergency services related to 
accounting and taxation are suppressed or eliminated, considering what is proposed in 
paragraph 100.11 of the code, this should be complemented by saying that the auditor may 
perform certain non-assurance services prohibited by the code in case of emergency or other 
unusual situations with the approval of a competent regulator. 

Proposed edits to paragraph 100.11 
are outside of the scope of this 
project.  

50.  NAO We do not consider that there are any situations that warrant retention of the emergency 
exceptions in this area and believe that there will always be more appropriate alternative options 
available to audited entities facing these kinds of challenging situations. 

Support noted.  

51.  AOB In Malaysia, paras 290.172 and 290.185 of the Malaysian Institute of Accountants By-Laws (On 
Professional Ethics, Conduct and Practice) (“MIA By-Laws”) prohibit a firm from providing such 
services to an audit client that is a public interest entity, without any further consideration of 
whether the provision of such services are of a routine or mechanical nature. 

AOB thus welcomes the removal of the emergency provision as this would better align the 
requirements of the Code to that of the MIA By-Laws. 

Support noted.  

Q2. Does the change from “significant decisions to “decisions” when referring to management responsibilities (paragraph 290.162) enhance the 
clarity of a management responsibility? 

1.  ACCA The word ‘significant’ is usually subject to interpretation, and such terms should only be used 
where they enhance understanding of the Code. However, in this context, the proposed change 
– to remove the word ‘significant’ – alone does little, if anything, to enhance clarity. 

In addition, the benefit of inserting the word ‘technological’ in this paragraph is questionable. As 
currently drafted, ‘physical’ is being contrasted with ‘intangible’ (ie non-physical), and these two 
terms would now be split up. 

In the section of the Code that addresses management responsibilities, the overriding principle – 
that the auditor shall not assume management responsibility – should not be obscured. It would 

Decisions regarding the acquisition , 
deployment and control of human, 
financial, physical, technological and 
intangible resources are a 
management responsibility. 

The term “technological” has been 
moved to appear before “physical.”  
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be an oversimplification to state that all decisions should be taken by management. However, all 
decisions relating to the management of the audit client must remain with management. In our 
opinion (as suggested in the proposed changes), these decisions will relate to the responsibilities 
of ‘controlling, leading and directing’ the entity. 

2.  AIA In the context of the other proposed changes to the paragraph, the deletion of “significant “does 
enhance the clarity of a management responsibility. 

Support noted.  

3.  AICPA We do not believe the change from “significant decisions” to “decisions” when referring to 
management responsibilities enhances the clarity of a management responsibility and have 
concerns that this revision could have unintended consequences. The removal of the term 
“significant” means that all decisions regarding the acquisition, deployment and control of human, 
financial physical, technological and intangible resources constitute a management responsibility 
even if clearly insignificant. However, in proposed paragraph 290.165 the guidance states that 
“When providing non-assurance services to an audit client, the firm shall be satisfied that client 
management makes all judgments and decisions that are the responsibility of management.” 
This sentence implies that there are decisions that may not be the responsibility of management. 
While we would agree that the auditor should not make any significant decisions on behalf of the 
client, we believe that in the performance of non-assurance services, the auditor may use 
professional judgment and make certain decisions, assuming the client accepts the responsibility 
of the decisions.  The deletion of the term “significant” in paragraphs 290.162 could have 
unintended consequences and be misinterpreted to mean that the auditor cannot make any 
decisions or judgments while performing non-assurance services which we do not believe is the 
IESBA’s intent. Accordingly, we recommend that the term “significant” not be deleted from 
paragraph 290.162. This would make the description of a management responsibility as stated in 
paragraph 290.162 consistent with the respective language in paragraph 291.146.  Similarly, we 
recommend that the notion of significance be added back to paragraph 290.165 as follows: 
“…client management makes all significant judgments and decisions that are the responsibility of 
management.” 

Decisions regarding the acquisition , 
deployment and control of human, 
financial, physical, technological and 
intangible resources are a 
management responsibility. 

For clarity, the following sentence has 
been added to paragraph 290.164: 

“However, the professional 
accountant may make decisions and 
judgments with respect to the 
provision of non-assurance services.” 

4.  CCPCR Yes, we believe that improved management responsibility as "decision" always involves or 
implies the word "Important". 

Support noted.  
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5.  CPA 
Canada 

Referring to “decisions” rather than “significant decisions” provides greater clarity and more 
accurately describes management’s responsibilities. 

Support noted. 

6.  CPA Au Yes. Support noted. 

7.  FAR Yes, FAR supports this change. Support noted.  

8.  HKICPA We consider the proposed change from "significant decisions" to "decisions" in paragraph 
290.162 would better reflect the nature of management responsibilities and enhance the clarity of 
the paragraph.   

Support noted.  

9.  ICAB We think the deletion of words "significant" from paragraph 290.162 and "generally" from 
paragraph 290.163 is more appropriate. 

Support noted.  

10.  ICAEW Again, we do not object to the removal of the word, but we have no evidence that the inclusion of 
‘significant’ in the existing code has led to uncertainty or abuse. We doubt therefore, that there 
will be any change in clarity as a result of this change one way or the other. 

The proposed revised 290.162 deletes part of the existing wording. This could suggest that 
management is responsible only for making decisions about the acquisition, etc, of resources, 
while 290.163 refers to activities. As a minor amendment to the prosed wording, the two 
paragraphs could be better linked by changing 290.162 to ‘Management responsibilities involve 
controlling, leading and directing an entity and include being responsible for the acquisition, 
deployment and control of human, financial, physical, technological and intangible resources.’ 

Comment noted. Carrying out a task 
that is decided by management is not 
necessarily a management 
responsibility.  

11.  ICAGH Yes it does.  Deleting the word ‘’significant’’ removes the qualification on the kinds of decisions 
that pass as management responsibility. With the change, it is clear that decisions regarding the 
acquisition, deployment and control of human, financial, physical, technological and intangible 
resources whether significant or not, are classified as management responsibility. The element of 
subjectivity in interpreting this statement is removed when only "decisions" is used. 

Support noted.  

12.  ICAP Yes we agree that the deletion of the word ‘significant’ clarifies the sentence. Management is 
responsible for all the decisions, whether significant or not. 

Support noted.  

13.  ICAS Yes, we believe the change from “significant decisions” to “decisions” enhances the clarity of a 
management responsibility. 

Support noted.  
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14.  IMCP We believe it is an appropriate change. Prioritizing decisions may generate gaps or departures of 
compliance with the Code. 

Support noted.  

15.  ICPAK We agree with the proposed deletion of “significant” on the basis that all decisions are the 
responsibility of management. 

Support noted.  

16.  ICASL Yes it does. Support noted.  

17.  ISCA In our view, clarity would not be enhanced regardless of whether the word “significant” is 
removed or retained. Management is accountable for all decisions made within the entity, 
significant or otherwise. Even if decisions are made by employees, management is ultimately 
responsible for them. On this basis, we agree to the proposal to remove the word “significant”. 

Support noted.  

18.  IDW In some ways the proposed deletion of “significant” in paragraph 290.162 does serve to clarify 
management responsibilities, as it encompasses all decisions on the matters listed rather than 
only those that are significant. In principle we agree to the proposed deletion, however, it 
removes the potential for de minima in relation to decisions not to be encompassed by the Code. 
For example, taken to the extreme, a “decision” concerning an expenditure from petty cash 
would be included, whereas under the extant wording would likely be excluded. In this context 
we note that the proposed addition as the 6th bullet point of paragraph 290.163 refers to control 
or management of bank accounts or investments and thus is rather clearer in this regard. 

Decisions regarding the acquisition , 
deployment and control of human, 
financial, physical, technological and 
intangible resources are a 
management responsibility. This 
would include decisions regarding 
expenditures from petty cash.  

19.  JICPA We support in principle deletion of the term “significant.” 

We support the IESBA decision because the activities subject to management responsibilities 
are to be prohibited regardless of the significance, and therefore, this enhances the clarity of 
“management responsibilities” by deleting the term “significant.” 

Support noted.  

20.  KICPA KICPA supports IESBA’s proposal that the term “significant” be deleted to clarify that all 
decisions on acquisition, deployment, and control of financial, human, tangible and intangible 
resources belong to management responsibilities. 

Support noted.  

21.  MIA Removal of the term ‘significant’ appears to be appropriate. Support noted.  

22.  MICPA Yes, MICPA agrees  that the change from “significant decisions” to “decisions” will enhance the 
clarity of a management responsibility. 

Support noted.  
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23.  SAICA SAICA agrees to the removal of the word “significant” as it creates a subjective measure of what 
is of significance. 

Support noted.  

24.  WPK Generally, all decisions regarding acquisition, deployment and control of human, financial, 
physical, technological and intangible resources are likely to be the responsibility of 
management. In contrast, requiring significant decisions in this respect might lead to imprecise 
classifications of management responsibilities. Therefore, for the sake of clarity, the deletion of 
the term “significant“ is the right step forward. 

Support noted.  

25.  ZICA The proposed change from “significant decisions” to “decisions” when referring to management 
responsibilities (paragraph 290.162) would enhance the clarity of a management responsibility. 
The word “significant” is subjective; hence varying interpretations exist on what constitutes 
significant decision. 

We agree with the IESBA’s understanding that all decisions regarding acquisition, deployment 
and control of human, financial, physical, technological and intangible resources are the 
responsibility of management. 

Support noted.  

26.  ZICA ANAN believes that the change to “decisions” enhance the clarity of a management responsibility 
because the word significant when properly dissected denotes the fact of materiality in the audit 
parlance – thus asserting the fact that some decisions are so paltry the effects of which might not 
be felt on the overall performance of the organization whereas “decisions” simply means all 
decisions that concern the running of the organization and does not exclude any whether 
material or not. 

Support noted.  

27.  Crowe 
Horwath 

The revised paragraph 290.162 is clearer than the previous text. The change from “significant 
decisions” to “decisions” eliminates the risk of ambiguity or debate as to the meaning of 
“significant”. 

Support noted.  

28.  DTT We believe the deletion of the word "significant" increases clarity in that it removes the need to 
apply professional judgment  in determining what is a significant versus an insignificant decision.   
However, the Code recognizes the professional accountant must exercise judgment in identifying 
and evaluating threats to compliance with the fundamental principles of independence . We are 
concerned the removal of the ability to apply judgment  in situations where the particular 
circumstances may not in fact create any significant threat to independence may have 

For clarity, the following sentence has 
been added to paragraph 290.164: 

“However, the professional 
accountant may make decisions and 
judgments with respect to the 
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unintended consequences.    provision of non-assurance services.” 

29.  EYG We do not support the removal of “significant” from Section 290.162 and believe that the use of 
“decisions” alone will not add to the clarity to understanding what constitutes a management 
decision.  Removing “significant” means that all decisions, even the most insignificant constitute 
a management function.  We clearly believe that “significant decisions” should be made by 
management.  However, we do believe that during the course of the provision of non-assurance 
services, the auditor may properly make certain decisions, insignificant in nature and using 
professional judgment for which the client accepts responsibility.  Removing the term “significant” 
in paragraph 290.162 could be misinterpreted to mean that the auditor is prohibited from making 
any decisions or judgments in the course of the provision of non-audit services which we do not 
believe to be IESBA’s intent.  We recommend that the term “significant” be retained in Section 
290.162 and added back to Section 290.165 as follows:  “…client management makes all 
significant judgments and decisions that are the responsibility of management.” 

Decisions regarding the acquisition , 
deployment and control of human, 
financial, physical, technological and 
intangible resources are a 
management responsibility. 

For clarity, the following sentence has 
been added to paragraph 290.164: 

“However, the professional 
accountant may make decisions and 
judgments with respect to the 
provision of non-assurance services.” 

30.  GTI We agree the proposal to change “significant decisions” to “decisions” when referring to 
management responsibilities will assist both professional accountants and management 
understand that decision making in areas that may not have been considered significant 
previously (such as acquisition, deployment and control of human, financial, physical, 
technological and intangible resources) are management responsibilities. We agree with the 
Board’s conclusion that this change will enhance auditor independence and further clarify 
expectations from the client’s management in relation to the performance of non-assurance 
services by an auditor. 

Support noted.  

31.  KPMG In the context of decisions regarding the acquisition, deployment and control of human, financial, 
physical, technological and intangible resources, we believe it is appropriate to remove the 
qualifier of significance and accordingly, believe this provides greater clarity as to what is 
considered a management responsibility. 

Support noted.  

32.  KRESTON The change to “decisions” enhances the clarity of management responsibility. Significance is a 
subjective term and therefore is open to interpretation both by management and firms which can 
lead to differences in application. 

Support noted.  

33.  Mazars Yes, the removal of ‘significant’ eliminates the risk of subjectivity in interpretation of what is Support noted. 
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significant. 

34.  MS It does. Support noted.  

35.  PKF In isolation the proposed change does not significantly enhance the clarity, although it removes 
the need for interpretation or explanation of “significant”. In combination with the other changes 
to paragraphs 290.162 and 290.163, clarity is enhanced. We therefore agree with the proposed 
change. 

Support noted.  

36.  PwC While we agree that an audit firm should not be making decisions that are the proper 
responsibility of client management, we are concerned about the change in the description of a 
“management responsibility” arising from the proposed deletion of the word “significant” before 
“decisions”. We are not clear why the Board thinks that such a change is necessary and we are 
concerned that it could have unintended consequences. The explanatory memorandum does not 
provide a rationale for this change but the implication is that the view of the Board has changed. 
It is not evident why the Board now believes it got the standard wrong in the first place or what 
the implications are for auditor independence.  

To illustrate potential unintended consequences: 

• The code would be deemed to have been breached if the auditor were seen to have made, 
perhaps inadvertently, an insignificant decision regarding, say, the control of human 
resources. For example, a member of the client’s staff may be asked to gather information to 
help the audit firm in performing a permissible non-assurance service – any degree of 
direction given to staff (such as what information to gather) could be deemed to be 
“supervisory” in nature and thus a management responsibility. To infer that this would 
compromise the firm’s independence seems excessive in a principles-based code. 

• It elevates all decisions by anyone in the client entity, including employees and contractors, 
to a “management responsibility” and we question whether this change risks widening what 
may be understood today to be a management responsibility. For example, an audit firm 
may lend a staff member to the client (subject to compliance with the conditions as set out in 
290.142). However any decision involving the acquisition, deployment and control of human, 
financial, physical, technological and intangible resources, however minor, made by that 
staff member in the course of the temporary staff assignment would, it seems, be regarded 

Decisions regarding the acquisition , 
deployment and control of human, 
financial, physical, technological and 
intangible resources are a 
management responsibility. 

The term “supervisory” has been 
removed from the examples.  

If a junior employee has suitable skill, 
knowledge and experience, then, 
subject to compliance with the other 
requirements of 290.165, the 
safeguard would be appropriate.  

The language in extant paragraph 
290.166 has been edited to provide 
more robust guidance in ensuring that  
a management responsibility is 
assumed when providing non-
assurance services.  
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as assuming a management responsibility under the proposal and a breach of the code 
would result. Again, this seems inappropriate.  

• While the proposal acknowledges that “providing advice and recommendations to assist 
management in discharging its responsibilities is not assuming a management 
responsibility” it is not clear whether the safeguard in 290.165 would be effective if the 
advice was provided to a more junior employee (which is often the case), as opposed to 
“client management”, and what the consequences of this may be. [Question 2]  

The key point which is articulated in the current code (290.166) is that “the firm shall be satisfied 
that a member of management is responsible for making the significant judgments and decisions 
that are the proper responsibility of management, evaluating the results of the service and 
accepting responsibility for the actions to be taken arising from the results of the service”. This 
provision is already in the Code, it provides sufficient safeguards and further revision is not in our 
view necessary.   

The additional examples added in 290.163 are admittedly activities that would appear to be 
management responsibilities but it is not clear why additional examples are necessary.  Further 
the deletion of the word “generally” again seems innocuous enough but, coupled with the 
removal of the word “significant”, seems to have removed the ability to apply appropriate 
professional judgement in specific circumstances in determining what is a “management 
responsibility. This would be regrettable in our view.  

The proposed changes to 290.165 do not appear to add substantively to the guidance and 
requirements and would not likely change behaviour.  The suggestion that this individual should 
assess the “adequacy” of the results of the service provided by the firm suggest that they are 
performing some sort of quality control and this does not seem to fit well in this context.  
[Question 4] 

We note that no justification is given for the deletion of the safeguard in 290.165 whereby the risk 
of undertaking a management responsibility is reduced “when the firm gives the client the 
opportunity to make judgements and decisions based on an objective and transparent analysis 
and presentation of issues”. We regard this as a sensible and effective safeguard and are 
surprised by its deletion. [Question 4] 

We are doubtful that the “enhanced guidance” will assist engagement teams to better meet the 
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requirements. [Question 5] 

With regard to services that are “routine and administrative” we note the proposed deletion of 
extant paragraph 290.164.  We find the replacement paragraph (290.166) not as clear as the 
extant code in that there is no statement that such services are not deemed to be a management 
responsibility and there is no clear link to the preceding provisions. Moving the discussion does 
not appear to enhance understanding. [Question 6] 

37.  IRBA We support the deletion of the word “significant” as it increases clarity and removes the need to 
apply professional judgment in determining what is a significant versus an insignificant decision.  

We believe that registered auditors will be guided by the inferred definition of management 
responsibilities which “involve controlling, leading and directing an entity” when determining 
whether a decision is a management decision. 

Support noted. 

38.  Denise 
Juvenal 

Yes, I think that the change from “significant decisions” to “decisions” in the paragraph 290.162 
enhance the clarify of a management responsibility. 

Support noted.  

39.  SMPC IFAC The proposal to remove the word “significant” before decisions in regards to management 
responsibilities does improve the clarity of paragraph 290.162. It removes the subjective 
definition of “significant” and reinforces the fact that management is responsible for leading and 
directing the entity, including making all decisions in that respect.  

SMPs can be involved in decisions that are important to their clients but which do not 
compromise their independence or professional skepticism as auditors, as the decision-making 
itself remains with management. One example could be a technical evaluation for a potential 
new employee of a client, as some SMEs may not have internal technical experts to conduct 
such analysis. We therefore note and welcome the inclusion of the additional sentence in 
paragraph 290.164, which states that “providing advice and recommendations to assist 
management in discharging its responsibilities is not assuming a management responsibility”. 
We believe this clarity is particularly helpful and would be appropriate to cover the example 
highlighted. 

Decisions regarding the acquisition , 
deployment and control of human, 
financial, physical, technological and 
intangible resources are a 
management responsibility. 

For clarity, the following sentence has 
been added to paragraph 290.164: 

“However, the professional 
accountant may make decisions and 
judgments with respect to the 
provision of non-assurance services.” 

40.  Altaf Noor 
Ali 

The firm engaged in audit should not be doing non-assurance service for a client. 

Subject to above, we take it as a step ahead to restrict auditor from assuming a management 

Comment noted.  
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responsibility. 

41.  APESB APESB supports IESBA’s proposal to amend the Code to make it clear that when providing a 
non-assurance service all decisions regarding the entity’s functions are the responsibility of 
management.  

We note that an important aspect of management’s responsibilities is to monitor the performance 
of the entity in accordance with criteria established by those charged with governance of the 
entity. Accordingly, we propose the following amendments to paragraph 290.162 for your 
consideration: 

290.162  Management responsibilities involve controlling, leading, and directing and monitoring 
an entity, including making decisions regarding the acquisition, deployment and control of 
human, financial, physical, technological and intangible resources. 

Support noted. The term “monitor” 
can be understood to have different 
meanings, such as the term 
“supervising.” The term “supervising” 
has been removed from the 
examples, and thus, “monitor” will not 
be added to the respective guidance.  

42.  ASSIREVI We agree with the proposed change to eliminate the term “significant” Support noted.  

43.  DFSA The DFSA believes that the change from “significant decisions” to “decisions” when referring to 
management responsibilities enhances the clarity of a management responsibility. 

Support noted.  

44.  GAO We support the change from “significant decisions” to the broader “decisions” when referring to 
management responsibilities. In our view, any management responsibility assumed by an auditor 
with respect to a financial audit client is significant and impairs independence. 

Support noted. 

45.  IAA We believe that the change does not improve the clarity of management or administration 
responsibility, it rather creates new dilemmas. In auditing the concept of materiality, to evaluate 
the performance of the auditor, is a pillar that must be maintained and when referring to 
important or significant decisions, precludes having to evaluate all decisions, which are not 
relevant to the auditor. Therefore we believe "significant decisions" or "important decisions" 
should be maintained. 

Decisions regarding the acquisition, 
deployment and control of human, 
financial, physical, technological and 
intangible resources are a 
management responsibility. 

For clarity, the following sentence has 
been added to paragraph 290.164: 

“However, the professional 
accountant may make decisions and 
judgments with respect to the 
provision of non-assurance services.” 
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46.  IMA Changing “significant decisions” to “decisions” provides little clarification to management’s 
responsibility. Based upon the circumstances, routine management decisions can become very 
significant if underlying contextual factors change. 

Decisions regarding the acquisition, 
deployment and control of human, 
financial, physical, technological and 
intangible resources are a 
management responsibility. 

47.  NAO We disagree with the proposed change and do not believe the new description is an accurate 
description of what constitutes a management responsibility. Together, the deletion of the word 
"significant" and the addition of the word "controlling" in paragraph 290.162 means that many 
activities of relatively junior staff in an entity could be construed as being "management 
responsibilities". This is not an accurate description of the plain meaning of the phrase. In the 
context of ethics, and the restrictions placed on roles involving management responsibilities, this 
definition does not make sense. 

A particular concern we have relates to the limited circumstances in which loan staff assignments 
are permitted under section 290.140 of the current Code. The redefinition of management 
responsibility would effectively mean that no useful temporary staff assignments could be 
undertaken. As a Supreme Audit Institution, where by law, we are responsible for the audits of 
every entity within the central government sector, temporary staff assignments are important to 
us to build sector knowledge in our audit staff and enable us to meet our statutory responsibilities 
effectively. Such assignments would breach the Code if the definition of management 
responsibilities is amended in this way. If IESBA wishes to have truly general purpose standards 
suitable for all audits, we would recommend it engages with the Supreme Audit Institution 
community to ensure that the standards and restrictions reflect the risk profile across all audits, 
not just those in the private sector. 

Decisions regarding the acquisition, 
deployment and control of human, 
financial, physical, technological and 
intangible resources are a 
management responsibility. 

The example provided appears to 
include management responsibilities 
being performed by a professional 
accountant that may also perform the 
audit for the respective organization.  

48.  AOB Yes. Support noted.  

Q3. Are the examples of management responsibilities in paragraph 290.163 appropriate?  

1.  ACCA Broadly, we would agree that the examples provided are appropriate, and we would agree with 
the deletion of the word ‘generally’. It is difficult to imagine situations in which the examples 
provided would not be considered management responsibility. However, there is a risk that 
extending the list of examples without mention of the exercise of judgement diminishes the 

Support noted. The first sentence of 
paragraph 290.163 has been 
reinstated to account for professional 
judgment and to convey that the list is 
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importance of that principle to professional accountants. 

We would support a more principles-based approach in respect of management responsibilities, 
and the importance of the first sentence of paragraph 290.163 should not be underestimated. 
The assessment of whether a particular activity is the responsibility of management will often 
require the auditor’s professional judgement. 

While addressing this paragraph 290.163, we have the following comments concerning drafting, 
which may have an impact on the ability to understand and translate the Code: 

•  ‘Hiring or terminating employees’: We suggest that this should refer to ‘hiring or ending the 
employment of employees’ or, even more specifically, ‘authorising the hiring or ending the 
employment of employees’. 

• ‘Supervising activities for the purpose of management oversight’: The difference between 
supervising and providing oversight in this context is unclear. As supervising is referred to in 
the third bullet point, we recommend that the fifth bullet point should simply say ‘Providing 
management oversight’. 

• ‘Control or management of bank accounts or investments’: It is unclear why it is necessary 
to differentiate between ‘control’ and ‘management’ when referring to bank accounts and 
investments. 

• ‘Reporting to those charged with governance on behalf of management’: In the context of 
this paragraph, we believe that the words ‘on behalf of management’ are redundant. 
However, clarity is also required to emphasise that this is apart from the auditor’s 
responsibilities (as auditor) under ISA 240. 

not all inclusive. The term 
“terminating” has been changed to 
“dismissing.” The term “supervising” 
has been removed from the list of 
examples. Other comments noted.  

2.  AIA The management responsibility examples as provided are considered to be appropriate. For 
consistency of tense with paragraph 290.162 and improved clarity, we would suggest the 
following amendments to the wording: 

• In the first sentence change “would be considered” to “are considered to be”    

• Change “Hiring or terminating employees” to “Hiring or dismissing employees” 

Support noted. Comments noted. The 
term “terminating” has been changed 
to “dismissing.”  

3.  AICPA We believe the examples of management responsibilities in paragraph 290.163 are appropriate 
with the exception of the example that states: “Control or management of bank accounts or 
investments.” We believe that the possession of any client asset is a management responsibility 

Support noted. Comment considered.  
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and do not believe the example should be limited to one class of asset. 

4.  CCPCR We do believe the examples are appropriate. Support noted.  

5.  CPA 
Canada 

Paragraphs 290.162 and 163, taken together, set out guidance at an appropriate level of detail to 
provide a useful framework for professional accountants to assess the types of activities that are 
properly the responsibility of management.  

However, the reference to “design” of internal controls as an activity that constitutes a 
management responsibility on its own, in the final bullet of Paragraph 163, may require further 
clarification. Providing recommendations on internal controls is advice that is properly provided 
by an auditor, while actually developing detailed internal control processes is a management 
responsibility. However, both could be described as “designing” internal controls.   

Support noted. Recommendations 
and advice of the auditor are 
addressed in 290.164.  

6.  CNCC In the examples of management responsibilities in paragraph 290.163, we would suggest  
reinstating the word "generally" as in its absence, all professional judgment is removed because 
a so called "blacklist" (prohibition) is created, including situations where, due to special 
circumstances or national legislation, no  independence threat exists. It is therefore necessary  
not to  prevent the  professional from taking into account all the circumstances including the local 
regulation, in order to use his professional judgment. 

The first sentence of paragraph 
290.163 has been reinstated to 
account for professional judgment 
and to convey that the list is not all 
inclusive. 

7.  CPA Au Yes. Support noted.  

8.  FAR FAR considers the examples appropriate, but questions if the term "generally" should be 
removed as it is difficult to foresee if, in any particular circumstances, one of the listed examples 
might not be considered a management responsibility. 

Support noted. The list of examples 
has been considered and each 
example would always be a 
management responsibility. The first 
sentence of paragraph 290.163 has 
been reinstated to account for 
professional judgment and to convey 
that the list is not all inclusive. 

9.  HKICPA We consider the examples of management responsibilities in paragraph 290.163 are generally 
appropriate. Having said that, we recommend the sixth-quoted example to be amended as 
"having custody of an assurance client's asset, including control or management of bank 

Support noted. The example 
concerning client assets has been 
considered. The first sentence of 
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accounts or investments" for greater clarity.  

We have also received recommendations from certain constituents that the first sentence of 
paragraph 290.163 (i.e. "whether an activity is a management responsibility depends on the 
circumstances and requires the exercise of judgment") should not be deleted. These constituents 
believe that the deletion of that sentence would not effectively change the existing requirement 
and it is important to acknowledge that it is not possible for the Code to define every situation the 
practitioner might encounter given the Code is applied to wide range of services and adopted on 
a global basis. The IESBA may wish reconsider the deletion of this concerned sentence. 

paragraph 290.163 has been 
reinstated to account for professional 
judgment and to convey that the list is 
not all inclusive. 

10.  ICAB We agree with the addition and modification to the examples of management responsibilities. Support noted.  

11.  ICAEW By and large the examples are reasonable. We do have a concern about interpretation of ‘control 
or management of bank accounts or investments. While it would clearly be inappropriate for the 
auditor to be able to take decisions as to what to do with these, that would seem to be covered 
by ‘management’. So does the addition of ‘control’ imply that in all circumstances, even physical 
custody of, say share certificates for an audited entity, without any power to take action without a 
specific instruction, would be a management action? In our view that would be more akin to the 
administrative services referred to in 290.166. 

Support noted. Comment has been 
considered.  

12.  ICAGH To some extent they are. The change from "and" to "or" in the last bullet point of the 
responsibilities makes it clearer that management responsibilities are not only limited to the three 
activities noted. i.e. Designing, Implementing or Maintaining intemal controls. So, the preamble to 
the examples could read; . 'Examples of activities Ihat would be considered a management 
responsibility include (but are to limited to)". This will take care of any omissions or activities nto 
made mention of. 

The first sentence of paragraph 
290.163 has been reinstated to 
account for professional judgment 
and to convey that the list is not all 
inclusive. 

13.  ICAI-India We agree with the new examples of activities incorporated in the ‘Management Responsibilities’ 
in Sections 290.163 

Support noted.  

14.  ICAP Yes, these examples are appropriate. However, the bullet point ‘Reporting to those charged with 
governance on behalf of management’ may be confusing as responsibility to report on behalf of 
management must rest with one person amongst the management. 

Support noted. Comment noted.  

15.  ICAS We believe the examples of management responsibilities are appropriate.  However, we suggest Support noted. Comment noted. 
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extending the sixth bullet of paragraph 290.163 to read: “Control or management of bank 
accounts, investments, working capital or other assets” 

Asset control has been discussed by 
the Board.  

16.  IMCP We believe that they are appropriate. We only suggest adding "Risk management", as part of the 
"strategic Direction policies implemented" 

Support noted. Example provided 
deemed to be too specific.  

17.  ICPAK We are in agreement that the examples are appropriate. Support noted.  

18.  ICASL Yes. Support noted.  

19.  ISCA We noted that “supervising activities for the purpose of management oversight” has been added 
as an example of management responsibility. We are of the view that this duplicates the third 
bullet point “Directing, supervising or taking responsibilities for the actions of employees in 
relation to the employees’ work for the entity”. Hence, we would suggest that the example of 
“supervising activities for the purpose of management oversight” be removed. 

The example “Supervising activities 
for the purpose of management 
oversight” has been deleted.  

20.  IDW We welcome the proposed clarification of what management responsibilities shall constitute in 
the context of the Code. However, we do not agree with the proposed deletion of the first 
sentence of paragraph 290.163. The second sentence merely lists certain specific 
responsibilities, but introducing these with “includes”, it indicates that the list is not exhaustive. A 
determination as to whether responsibilities other than those specified in paragraph 290.163 
constitute management responsibilities, or not, will inevitably demand the exercise of judgment, 
and will depend on the circumstances. Therefore this first sentence should be retained. 

The first sentence of paragraph 
290.163 has been reinstated to 
account for professional judgment 
and to convey that the list is not all 
inclusive. 

21.  JICPA The examples in paragraph 290.163 are understandable, and therefore, we support this revision. Support noted.  

22.  KICPA The examples are considered to provide the greater clarity with more guidance and clarification 
as to what constitutes management responsibilities. 

Support noted.  

23.  MIA The examples in 290.163 provide greater clarity as to what are management responsibilities. Support noted.  

24.  MICPA Yes, the examples in paragraph 290.163 are appropriate. Support noted.  

25.  NASBA We believe that the examples in paragraph 290.163 are appropriate Support noted.  

26.  SAIC Yes, the additional examples are acceptable. The first example dealing with strategic direction 
should be removed as strategic direction is not set by management, but is a board responsibility. 

Support noted. Comments noted.  
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In the last bullet point the word “and” should be retained. Using the conjunction “or” makes the 
sentence seems to indicate that there is a choice. All three activities (designing, implementing, 
maintaining) can occur simultaneously and all are management’s responsibility. The sentence 
could possibly be interpreted to mean that, if management chooses design as a management 
responsibility, then the professional accountant, when providing services to the entity, could 
perform implementation and maintaining. When using “and” as the conjunction such 
interpretation is no longer possible. 

27.  WPK From our point of view, the new and clarified examples, respectively, might provide further 
guidance and clarification as to what constitutes a management responsibility. 

Support noted.  

28.  ZICA The examples of management responsibilities in paragraph 290.163, appears to be appropriate 
and we have got no different views. 

Support noted.  

29.  ANAN The examples in paragraph 290/163 are very appropriate. Support noted.  

30.  Crowe 
Horwath 

The list of management responsibilities is appropriate, but in the interests of clarity, IESBA may 
wish to strengthen the emphasis that this is a list of “examples”. 

Support noted. The first sentence of 
paragraph 290.163 has been 
reinstated to account for professional 
judgment and to convey that the list is 
not all inclusive. 

31.  DTT While it is useful to provide examples of management responsibilities, there are a number of 
cases where the language should be further clarified or expanded.  For example: 

• It is not clear what is meant by the example "Supervising activities for the purpose of 
management oversight." It should be clear that undertaking a supervisory activity would be 
considered a management responsibility only if undertaken on behalf of management.  We 
therefore suggest amending the proposed example to "Supervising activities in an ongoing 
oversight role on behalf of management." 

• With respect  to the example "Setting policies and strategic direction", we believe that 
additional explanatory language should be included to clarify the audit firm could advise the 
client as management develops policies and strategic direction, but the audit firm could not 
make any management decisions on which policies to adopt and strategic direction to take. 

The example “Supervising activities 
for the purpose of management 
oversight” has been deleted and the 
term “supervising “ has been 
removed from all other examples.  

Paragraph 290.164 states that the 
firm may provide advice to 
management in discharging its 
responsibilities.  

 

The first sentence of paragraph 
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We do not agree with the removal of the word "generally" in the lead-in to the bullets in 
paragraph 290.163. This deletion removes the ability for any judgment to be exercised in 
situations where the particular circumstances may not in fact create any significant threat to 
independence. Moreover, we believe that creating a '•blacklist" of activities that are considered to 
be prohibited management responsibilities, without any consideration of the significance or 
circumstances of the activity, may lead to unintended consequences. 

For example, the Board has proposed adding a prohibition on the audit firm having control of a 
client bank account in all circumstances. We agree in principle that the audit firm should not have 
control of an audit client's bank account. However there are several jurisdictions in which serving 
as the liquidator in the solvent liquidation of a related entity of an audit client is a permissible 
service and is not considered to create significant threats to independence, provided certain 
safeguards are in place. In this situation, the audit firm may have legal control of a client bank 
account even though it holds no funds. In such circumstances it is unclear how such an activity 
would impair independence. 

Another example is the prohibition on directing and supervising the actions of employees; this 
would seem to preclude an audit firm from using internal auditors to provide direct assistance 
under the direction, supervision and review of the external auditor, which is a permitted activity 
when undertaken in compliance with ISA 610.  We suggest that the Board clarify that this is not 
the intention of the proposed example by considering the following updated language:  
"Directing, supervising or taking responsibility for the actions of employees in relation to the 
employees' work for the entity except to the extent permitted when using internal auditors to 
provide direct assistance under auditing or assurance standards." 

Additionally, the same example as currently drafted may indicate a prohibition on an audit firm 
being engaged to act as a project manager with respect to an audit client project and it is not 
known if this was the intention of the Board.  We do not consider that a professional engagement 
to provide project management expertise to an audit client should be deemed a prohibited 
activity as long the threats to independence are evaluated and the necessary safeguards are in 
place. 

Finally, we suggest that the Board consider amending paragraph 290.164 as follows: "Subject to 
compliance with paragraph 290.165, providing advice and recommendations to assist 

290.163 has been reinstated to 
account for professional judgment 
and to convey that the list is not all 
inclusive. 

All other comments noted.  
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management in discharging performing its responsibilities is not assuming a management 
responsibility." 

32.  EYG We believe the examples included in 290.163 are appropriate.  However, we suggest including 
an additional example to address management responsibilities associated with running Project 
Management Office (PMO).  Although these responsibilities may be indirectly captured by the 
statement “Supervising activities for the purpose of management oversight”, we believe a more 
direct statement such as “Oversight or management of client projects and processes” would be a 
useful addition. 

Additionally, we do not agree with the examples that states “Control or management of bank 
accounts or investments” and believe this language is too narrow.  We believe the possession of 
any client asset is the responsibility of management and the example should not be limited to 
bank accounts or investments only. 

Support noted. All other comments 
noted. The Board has considered the 
possession of client assets. 

33.  GTI We believe the examples of management responsibilities in paragraph 290.163 are appropriate 
and support the Board’s objective to strengthen the Code and enhance the guidance in this 
section, particularly with the addition of the example of “control or management of bank accounts 
or investments”. We believe this example will clarify services that cannot be performed for an 
audit client when the auditor is also performing bookkeeping/payroll services for the client. 

We are proposing the following recommendations for the Board’s consideration: 

1. In order to promote consistency and ease of use of the Code, we recommend that the Board 
incorporate the following examples, currently in section 290.167, into section 290.163 so 
users of the Code have a single reference point of examples of services that would 
constitute a management function or a management responsibility: 

• determining accounting policies and the accounting treatment within those policies 

• preparing or changing source documents or originating data, in electronic or other form, 
evidencing the occurrence of a transaction (for example, purchase orders, payroll time 
records, and customer orders) 

• originating or changing journal entries, or determining the account classification of 
transactions, and 

2. Tax compliance/tax return preparation involves assisting clients with their tax reporting 

Support noted. Comments 
considered. Examples in 290.167 
deemed appropriate in current 
location. Tax examples proposed too 
specific.  

Agenda Item 7-B 
Page 31 of 100 



NAS – Compilation of Responses to Specific Questions 
IESBA Meeting (October 2014) 

 

# Respondent Respondent’s Comment Proposed Resolution/Notes 

obligations, including the amount of tax due to the applicable tax authorities. Generally, 
providing these services to an audit client will not create threats to the auditor’s 
independence if management takes responsibility for the returns including any significant 
judgments made. 

However in performing these services, many auditors sign the tax returns on behalf of their 
client.  Signing the tax return is the responsibility of management and if done by the auditor 
creates a threat to the auditor’s independence because they performed a management 
function.  Accordingly, we would like the Board to consider adding the following to the list of 
examples contained in paragraph 290.163: 

• “signing tax returns on behalf of the client”    

34.  KPMG We believe the examples listed in paragraph 290.163 are management responsibilities. Support noted.  

35.  KRESTON The list of examples is appropriate.  However, it may be clearer if the examples were included in 
paragraph 290.162 so that they are linked to the explanation of management responsibilities. 
Consideration should be given to specifying that the list is not meant to b exhaustive.    

Support noted. The first sentence of 
paragraph 290.163 has been 
reinstated to account for professional 
judgment and to convey that the list is 
not all inclusive. 

36.  MAZARS Yes. Support noted.  

37.  MS They are appropriate given that the preparation of accounting records and financial statements is 
dealt with separately later. 

Support noted.  

38.  PKF Yes. The IESBA may consider specifically stating that the list of examples is not exhaustive. Support noted. The first sentence of 
paragraph 290.163 has been 
reinstated to account for professional 
judgment and to convey that the list is 
not all inclusive. 

39.  PwC The additional examples added in 290.163 are admittedly activities that would appear to be 
management responsibilities but it is not clear why additional examples are necessary.  Further 
the deletion of the word “generally” again seems innocuous enough but, coupled with the 
removal of the word “significant”, seems to have removed the ability to apply appropriate 

The first sentence of paragraph 
290.163 has been reinstated to 
account for professional judgment 
and to convey that the list is not all 
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professional judgement in specific circumstances in determining what is a “management 
responsibility. This would be regrettable in our view. 

inclusive. 

40.  IRBA We believe that the examples provided are useful to the understanding of management 
responsibilities.  

The removal of the word “significant” from paragraph 290.162 coupled with the removal of the 
word “generally” in paragraph 290.163 implies that the list of examples are prohibited services as 
they are management responsibilities.  

We believe that these amendments would strengthen the Code and allow for more enforceability, 
however are aware that this may lead to unintended consequences if the examples are not 
further clarified. For example: 

• “Setting policies and strategic direction”, should clarify if this prohibits the audit firm from 
advising the client as management develops policies and strategic direction.  If this 
prohibition is limited to making the management decision, the example will need to be 
clarified. 

• The example "Supervising activities for the purpose of management oversight" should make 
a clear distinction that these relate to supervisory activity that would be considered a 
management responsibility only if undertaken on behalf of management. We therefore 
suggest amending the proposed example to "Supervising activities in an oversight role on 
behalf of management."   

o ISA 610 Use of Internal Audit allows for direct assistance of the audit client’s staff. This 
would include using internal auditors to provide direct assistance under the direction, 
supervision and review of the external auditor, which is a permitted activity when 
undertaken in compliance with ISA 610. We suggest that the Board clarify that this is 
not the intention of the proposed example by considering the following updated 
language:  “Directing, supervising or taking responsibility for the actions of employees in 
relation to the employees’ work for the entity except to the extent permitted when using 
internal auditors to provide direct assistance under auditing or assurance standards.” 

o Additionally, the same example as currently drafted may indicate a prohibition on an 
audit firm being engaged to act as a project manager with respect to an audit client 

Support noted. The first sentence of 
paragraph 290.163 has been 
reinstated to account for professional 
judgment and to convey that the list is 
not all inclusive. Making a 
management decision is clarified as a 
prohibition and providing advice as 
noted in paragraph 290.164 permitted 
subject to the guidance in paragraph 
290.165.  

The example "Supervising activities 
for the purpose of management 
oversight" has been deleted as has 
the term “supervising” from the 
example “Directing, supervising or 
taking responsibility for the actions of 
employees in relation to the 
employees.”  
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project. If this was the Board’s intention, this may need to be clarified. 

41.  Denise 
Juvenal 

Yes, I think that the examples of management responsibilities in paragraph 290.163 are 
appropriate. 

Support noted.  

42.  SMPC IFAC We recognize the intent behind including the examples of management responsibilities in 
paragraph 290.163. However, we are concerned that expanding the section is likely to directly 
impact SMEs and their SMPs as the examples are often considered grey areas and therefore do 
require careful consideration. In the SME environment the audit firm can be asked to support the 
client in unusual ways. This may involve being asked to keep safe custody of certain permanent 
records or minute books, to assist with the preparation of particular board motions, or for their 
opinion on policy development. This does not mean that the auditor is assuming management 
responsibility, merely that they are lending their expertise in such matters to the client. 

Overall, we would support a more principles based approach in determining management 
responsibilities rather than the proposed specific and rigid changes. In particular, we do not 
agree with the deletion of the first sentence in paragraph 290.163 because the examples of 
activities considered to be management responsibility are meant to be just that – examples. The 
determination of what other activities may be considered management responsibility will require 
the auditor’s professional judgment and will depend on the circumstances.  

We are concerned that the fifth bullet point “supervising activities for the purpose of management 
oversight” is unclear. If management performs the oversight using, for example, a report by the 
auditor on certain activities it could be questioned whether this constitutes supervision. The 
activities could be either an agreed-upon-procedures or a forensic audit engagement or may 
even be similar to internal audit services. We would assume that if the auditor is actually carrying 
out management oversight itself this would actually constitute taking on the management role. 
We would encourage the IESBA to clarify this point. 

We are also concerned that the inclusion of the new word “supervising” in the third bullet point 
could have a significant impact for SMPs and their SME clients – “Directing, supervising or taking 
responsibility for the actions of employees in relation to the employees’ work for the entity”. For 
example, there may be instances where it might be necessary for the auditor to ‘supervise’ the 
employees’ procedures and potentially avoid necessary last minute reprocessing and 
adjustments. 

The first sentence of paragraph 
290.163 has been reinstated to 
account for professional judgment 
and to convey that the list is not all 
inclusive. 

The example "Supervising activities 
for the purpose of management 
oversight" has been deleted as has 
the term “supervising” from the 
example “Directing, supervising or 
taking responsibility for the actions of 
employees in relation to the 
employees.” 
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43.  Altaf Noor 
Ali 

Auditor should not accept any non-assurance service for any client. 

For us, anything other than audit involves an element of management in some capacity. 

On its own, these examples are reasonable. 

Comments noted.  

44.  APESB The examples of management responsibilities in paragraph 290.163 appear to be appropriate as 
they encompass relevant management responsibilities of an organisation’s functions such as 
finance, human resource, operational and administrative responsibilities. We believe that the list 
could be enhanced with the inclusion of examples that cover management responsibilities such 
as monitoring performance of the entity and management of the entity’s information systems.  

The proposed additional examples for IESBA’s consideration are: 

• Monitoring performance of the entity against established criteria determined by those 
charged with governance. 

• Taking responsibility for the design, implementation, and maintenance of the entity’s 
information systems.  

Whilst, the examples provided are useful, it will depend on the facts and circumstances in each 
specific case. Accordingly, it will be useful for IESBA to state that the professional accountant 
needs to exercise professional judgement in this regard. Therefore, we believe that the original 
lead in sentence to paragraph 290.163 should be reinstated to emphasis this point as the 
examples provided are non-exhaustive. 

The first sentence of paragraph 
290.163 has been reinstated to 
account for professional judgment 
and to convey that the list is not all 
inclusive. Other proposed examples 
noted. “Monitoring” like the term 
“supervising” can be interpreted in 
different ways. IT Systems services 
are addressed in 290.198 through 
290.203. 

45.  ASSIREVI We have no comments with respect to the elimination of the term “generally” as the list is an 
example only and is not exhaustive (Question 3). 

Support noted.  

46.  DFSA The DFSA is also of the view that the examples of management responsibilities are appropriate. Support noted.  

47.  GAO The draft proposes adding as an example of a management responsibility “Supervising activities 
for the purpose of management oversight.” The draft is not clear on the difference between this 
example and that of “Directing, supervising, or taking responsibility for the actions of employees 
in relation to the employees’ work for the entity.” We recommend clarifying the difference or 
combining the two into one example.   

GAGAS paragraph 3.36 also includes examples of management responsibilities. Examples in 
GAGAS that are not in the draft include “providing services that are intended to be used as 

The example "Supervising activities 
for the purpose of management 
oversight" has been deleted as has 
the term “supervising” from the 
example “Directing, supervising or 
taking responsibility for the actions of 
employees in relation to the 
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management’s primary basis for making decisions that are significant to the subject matter of the 
audit” and “serving as a voting member of an audited entity’s management committee or board of 
directors.” We encourage the IESBA to consider adding these management responsibilities to 
the list of examples. 

employees.” Other comments noted.  

48.  IAA Given that the responsibility of management seeks to lead and manage a company and/or entity, 
while establishing responsibilities and determining an organizational model that defines the 
interrelationships, functions and management tools in each of the activities and processes, the 
examples are appropriate. However, the example: "Take responsibility for the preparation and 
fair presentation of financial statements in accordance with the applicable regulatory financial 
reporting framework" is a feature that is not carried out directly by the managers, but by a person 
or group of people in a specific area responsible for carrying out this function, which would also 
be under supervision. 

Support noted. Comment noted.  

49.  IMA As stated in our letter, we believe that because of their importance, implementation of strategic 
plans and initiatives should be added to the examples in this paragraph. 

This concept is captured in 290.162. 

50.  NAO We do not recognise some of these activities as necessarily being the responsibility of 
management, but can often be the responsibility of more junior client staff. For example: 

• The recruitment of junior staff members within a large entity, particularly on a temporary 
basis, would not always be performed by management. 

• Supervising employees in relation to the employees’ work for the entity is a supervisory 
responsibility, not a management responsibility. 

• Day to day control of bank accounts would not ordinarily be a management responsibility but 
an administrative finance activity. 

Comments noted. All examples have 
been discussed by the Board and 
determined to be management 
responsibilities.  

51.  AOB AOB is of the view that the examples in para 290.163 of the Code allow for more clarity to the 
definition of management responsibilities. However, it is crucial to be mindful that the list is non-
exhaustive. 

The first sentence of paragraph 
290.163 has been reinstated to 
account for professional judgment 
and to convey that the list is not all 
inclusive. 

52.  NYSSCPA In paragraphs 290.163 and 291.144 we suggest that the IESBA consider changing “Control or Change has been made.  
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management of bank accounts or investments” to “Controlling or managing bank accounts or 
investments.” 

Q4. Are there any challenges in understanding and applying the prerequisite set out in paragraph 290.165 for non-assurance services that should be 
considered?  

1.  ACCA Although the drafting of this paragraph is clear, we have further concerns that the overriding 
principle may be obscured by the proposed changes. There may also be unintended 
consequences of introducing such prescriptive requirements. The designation by management of 
an individual to be ‘responsible at all times’ for managerial decisions may weaken the quality of 
the audit client’s decision-making. It may not be appropriate (or even possible) for the auditor to 
require management to delegate its decision-making. (In some entities, the required skill sets 
might lie with relatively junior staff.) 

The fundamental requirement of the Code is simply to make clear that client management must 
accept responsibility for certain decisions, and the auditor must be satisfied that such decisions 
have been taken by those with the appropriate authority (whether delegated for the purpose or 
ongoing). 

We have specific concerns in respect of the requirement that the auditor shall be satisfied that 
the designated individual ‘provides oversight of the services and evaluates the adequacy of the 
results of the services performed for the client’s purpose’. Of course, the auditor cannot be sure, 
at the outset, whether successful evaluation of the results will occur. It is possible that, if the 
designated individual is not required to possess the expertise to perform or re-perform the 
services, he or she may not be able to assess and evaluate the adequacy of the results of the 
services performed, nor to take any decisions for which he or she is now responsible. 

Comments noted. For some NAS, the 
designated individual may be a junior 
employee which may be appropriate 
for that service.  

2.  AIA We believe that the requirement will facilitate this objective Support noted.  

3.  AICPA We support the prerequisite set forth in par. 290.165 concerning the responsibilities of client 
management and believe they will help reduce the possibility that a firm will assume a 
management responsibility. We also believe such a prerequisite will mitigate the self-review and 
self-interest threats associated with the provision of non-assurance services.  

Paragraph 290.165 is relatively clear, however, we recommend the following edits: 

The third bullet of paragraph 290.165 may present challenges, as the sentence “Accepting 

Support noted. Comments noted.  
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responsibility for the actions to be taken arising from the results of the services,” is broad and 
may be confusing. A more direct phrase that should be considered would be “Accepts 
responsibility for the results of the services”; and 

The lead in sentence to the bullets should be edited as such “This includes ensuring being 
satisfied that client’s management…” to avoid the use of absolute terms. 

4.  CCPCR These are situations that represent hazards. But on the other hand, if we consider it appropriate 
the language to be clear or simple because the message must get to levels not only of CPA they 
also those who start learning in accounting and auditing matters. 

Comments noted.  

5.  CPA 
Canada 

No challenges in understanding and applying the prerequisites in Paragraph 290.165 for non-
assurance services were noted. The fact that the concepts underlying these prerequisites are 
similar to those that address obtaining management approval of adjusting journal entries also 
assists with understanding and applying the prerequisites.  

However, the IESBA could consider further clarifying the requirement for “ensuring [emphasis 
added] that the client’s management…. Designates an individual….Provides oversight… and 
Accepts responsibility…”  Consideration might be given to whether the Code should require 
documentation as to how that requirement has been addressed. 

Support noted. Comments noted. No 
documentation deemed necessary.  

6.  CNCC We would like to highlight, that, in paragraph 290.165, the identification by the professional 
accountant of an individual to be responsible at all times for the client's decisions and to oversee 
the services should be a safeguard measure and not a requirement. The only requirement 
should be the prohibition for the professional accountant to be responsible for the client's 
decisions. 

 Therefore, the wording of § 290.165 (as well as the corresponding reference made under § 
290.171) should be changed to qualify clearly the provisions set out as regard to "management 
responsibility" as a safeguard rather than a requirement. Accordingly, the terms "this includes 
ensuring that. .." or "designate ... " should be deleted (please refer to our drafting proposal in 
appendix). 

Comment noted.  

7.  CPA Au Although we consider the prerequisite set out in paragraph 290.165 to be clearly described and 
appropriate, we note that these requirements in particular will pose challenges for SMPs and 
SME clients 

Comments noted. Similar standards 
have been successfully used in 
certain jurisdictions for clients of all 
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sizes. 

8.  FAR FAR is of the opinion that the Code can and should regulate only the professional accountant's 
actions, not those of the client. Therefore FAR is doubtful as to the intended meaning of the word 
"ensure" in this paragraph. How would the professional accountant ensure that the prerequisites 
of paragraph 290.165 are fulfilled by the client? Would it entail obtaining a written confirmation 
from the client? If a client does not fulfil the obligations, what actions must the professional 
accountant take? Furthermore, it is not unlikely that a client might find that the professional 
accountant's measures to ensure that the prerequisites are fulfilled pose unwanted administrative 
burdens. If so, the client will undoubtedly find a service provider who is not bound by the Code 
and does not impose these obligations. This would have a detrimental effect on competition 
between members and non-members. FAR does not see that these effects are outweighed by 
any benefit to the public interest that is not met by the current regulation. Especially in an 
SMP/SME environment, the burdens placed both on the professional accountant providing the 
non-assurance service and the client seem disproportionate to the effectiveness of the 
regulation.   

Comments noted. The auditor is 
required to use professional judgment 
in assessing the designated 
individual. Currently, client 
management should be fulfilling the 
provisions set out in proposed 
290.165. The proposed edits to the 
paragraph enhance the guidance to 
assist the auditor. Clients seeking 
providers not bound by the Code is 
not considered in setting high ethical 
standards.  

9.  HKICPA We support the proposed prerequisites set out in paragraph 290.165 in principle and generally 
believe they help to enhance auditor independence and clarify expectations from client's 
management in relation to the performance of non-assurance services by an auditor. We believe 
it is important to ensure auditors are not forced to make significant judgments or discharge 
management responsibilities, due to the lack of "suitable skill, knowledge and experience" by 
management and hence unable to appraise the recommendations or services, when delivering 
non-assurance services.  

Under the proposal, auditors would need to ensure client's management designates an 
individual, preferably within senior management, who possesses suitable skill, knowledge and 
experience to be responsible at all times for the client's decisions and to oversee the services. 

Despite the IESBA clarifying in the proposal that possessing "suitable skill, knowledge and 
experience" does not mean the individual would need to possess the expertise to perform or re-
perform the services, we believe the description of the term should be more specific and be 
limited to the designated individual's ability to understand the nature, objective and scope of the 
non-assurance services.   

Support noted. Comments noted. 
Applying the provisions of 290.165 
requires use of professional judgment 
by the auditor.  

Similar standards have been 
successfully used in certain 
jurisdictions for clients of all sizes. 

Agenda Item 7-B 
Page 39 of 100 



NAS – Compilation of Responses to Specific Questions 
IESBA Meeting (October 2014) 

 

# Respondent Respondent’s Comment Proposed Resolution/Notes 

We also believe "overseeing the service" should not mean that the designated individual would 
need to supervise the auditor's day-to-day rendering of the services. Rather, we believe the 
scope of "overseeing the service" should mean the designated individual would agree on the 
nature, objective, and scope of the services; receive periodic progress reports when appropriate; 
make all and be responsible for significant judgments; evaluate the adequacy and results of the 
services; accept responsibility for the service results; and ensure that the resulting work output 
meets the agreed-upon specifications.  

We recommend the IESBA, in considering our above comments, to consider including more 
specific definitions on "suitable skill, knowledge and experience" and "overseeing the service" to 
facilitate better understanding and application of the proposed prerequisite for non-assurance 
services. 

We have also received comments from certain constituents, mainly from the small and medium 
practices sector, that it may be difficult for practitioners to ensure or obtain evidence supporting 
the management's fulfilment of the three requirements set out in the proposed paragraph 
290.165. Instead, these constituents believe that having client's management to represent to the 
auditor on their fulfilment of those requirements is already a sufficient safeguard to assist 
auditors not to assume management responsibility. The IESBA may wish to consider these 
practical concerns to facilitate effective implementation of the proposed requirements. 

10.  ICAB No (challenges).  Support noted. 

11.  ICAEW The prerequisite seems clear. Support noted.  

12.  ICAGH No. The concept is fairly straightforward and successful implementation is based on the 
monitoring/enforcement of this paragraph. The update of the provision makes it more specific. 

Support noted.  

13.  ICAP No, there are no challenges in understanding and applying the prerequisite. Support noted. 

14.  ICAS We have identified no challenges in understanding and applying the prerequisite set out in 
paragraph 290.165. 

Support noted.  

15.  IMCP No, they are not. Support noted.  

16.  ICPAK Even though, we consider the prerequisite set out in paragraph 290.165 to be clearly described 
and appropriate, we are concerned that these requirements may not be practical in the case of 

Support noted. Similar standards 
have been successfully used in 
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small entities due to the organisational structure in place. certain jurisdictions for clients of all 
sizes. 

17.  ICASL CA Sri Lanka does not foresee such challenges. Support noted. 

18.  ISCA While we do not anticipate any challenges, we again do not see the need to remove the word 
“significant” from “significant judgments” as per our comment to Question 2 above. 

Support noted. “Significant” 
addressed in Q2.  

19.  IDW We understand the desire to preclude a self-review threat by ensuring an auditor cannot provide 
services that a client “accepts blindly” due to ignorance of the matter(s) involved.  

In our opinion, the proposal may prove difficult in practice, especially in the audit of smaller 
entities, or where a service requires a particular skill set. The Code will effectively prevent the 
auditor providing non-assurance services to an audit client if that client is unable to fulfil the 
requirements set forth in paragraph 290.165, by designating one individual. It may be easy to 
designate an individual as responsible for the client’s decisions – whether that same individual 
can possess suitable skill, knowledge and experience as proposed in this paragraph may be 
challenging for some SMEs, especially those with few staff, and a need for expert services. It 
may also be challenging for larger entities where the skill sets lie with junior staff not authorized 
to make management decisions. 

The way the first bullet point of this paragraph is drafted the auditor has to decide whether the 
client-designated individual fulfils each of the listed criteria, and, if not, decline to provide the 
particular service. Thus the auditor will have to effectively tell the client that a lack of skill, 
knowledge and experience of the matter at decision-making level will preclude the auditor 
assisting the client in that particular service area. Not only may the relationship of trust in the 
auditor in an SME environment be “damaged” by such a contention, the client will be forced to 
seek the service elsewhere (potentially at lower quality, or at a higher cost when synergies due 
to audit knowledge are lost). There is unlikely to be real understanding from clients in such 
circumstances, and we suspect that auditors might seek to avoid confrontation of this nature by 
being overly optimistic in their assessment of client competencies, which is also not desirable.  

In our view, the requirement for client management to take responsibility for its decisions, 
understand the service and respective responsibilities, should suffice from an SME perspective. 
Even in larger entities, requiring suitable skill, knowledge and experience of one and the same 

Similar standards have been 
successfully used in certain 
jurisdictions for clients of all sizes. 
Clients seeking providers not bound 
by the Code is not considered in 
setting high ethical standards. In the 
extant Code, the client should be 
understanding the services 
performed. Re-performance is not a 
criteria for an individual with suitable 
skill knowledge and experience.  
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individual who also has to have appropriate decision-making authority is overly prescriptive. This 
is compounded by the deletion of “significant” in the first sentence of paragraph 290.165, such 
that it applies to all potential services and all management decisions resulting therefrom. As 
noted above, we believe a de minima threshold would also be appropriate in this context. 

20.  JICPA We support the provision related to the prerequisite set out in paragraph 290.165. 

With regard to the term “suitable skill, knowledge and experience,” we recommend the IESBA  
changes this to “suitable competence such as skill, knowledge and experience” because the 
important factors of prerequisites for client management, preferably within senior management 
are limited to only “suitable skill, knowledge and experience” and ISA (International Standard on 
Auditing) 260 “Communication with those Charged with Governance” includes, for example, the 
wording ,“the integrity or competence of senior management” 

Support noted. Comment noted.  

21.  KICPA KICPA supports this proposed provision that is designed to supplement safeguards to ensure 
that a firm does not assume management responsibilities in relation to the performance of non-
assurance services. 

Support noted. 

22.  MIA It would be clearer if the IESBA could clarify that where informed client management is absent, 
the threats created would be so significant that no safeguards can eliminate or reduce the threats 
to an acceptable level.   

Whilst we agree with the provision under paragraph 290.165 requiring existence of informed 
client’s management, we feel that the last sentence of paragraph 260.165 “the individual is not 
required to possess the expertise to perform or re-perform the services” adds little value and may 
give rise to confusion for the users of the Code.  Thus, we suggest it be removed.  

In addition to the above, we suggest expanding paragraph 290.165 to not just “an individual” but 
also “individuals” to cater to situation whereby companies have officers with joint responsibilities. 

Support noted. Comments noted.  

23.  MICPA MICPA does not foresee any challenges in understanding and applying the prerequisite as set 
out in paragraph 290.165 for non-assurance services. 

Support noted. 

24.  NASBA …we are supportive of the guidance in paragraph 290.165 that explains management's 
responsibility and the skill, knowledge and experience that is expected of management. 

Support noted. 

25.  SAICA SAICA agrees with the changes. The only issue which might be a challenge is in the application Support noted. Similar standards 
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of the section to small and potentially medium sized clients. These clients do not have sufficient 
staff with sufficient knowledge and skill to be able to implement this section. In practice, the audit 
partner or audit manager would have to explain to the client what the requirements are in terms 
of the framework used and any applicable laws and regulations that need to be complied with. In 
practice, the client would “sign off” on the services provided without really understanding the 
technicalities of the services. 

have been successfully used in 
certain jurisdictions for clients of all 
sizes. 

26.  WPK Basically, the prerequisite set out in paragraph 290.165 seem to be clear. However, it remains to 
be seen if there might be practical implications in individual cases. 

Support noted. Similar standards 
have been successfully used in 
certain jurisdictions for clients of all 
sizes. 

27.  ZICA We do not think our members will have challenges in understanding and applying the 
prerequisite set out in paragraph 290.165 for non-assurance services. The prerequisite set out in 
paragraph 290.165 is clear. 

Support noted. 

28.  ANAN The paragraph is very clear to an average knowledgeable professional accountant. Support noted.  

29.  Crowe 
Horwath 

The message of paragraph 290.165 is clear and understandable. Support noted. 

30.  DTT For the most part, we agree with management' s requirements in connection with non- assurance 
services provided by a firm. However, we recommend amending paragraph 

290.165 as follows to provide a firm with useful guidance to better meet the requirement of not 
assuming a management responsibility:   "The risk of the firm inadvertently making any 
significant judgments  or decisions on behalf of management  is reduced when the firm gives the 
client an objective and transparent analysis and presentation of the issues.  As such, when 
providing non-assurance services to an audit client, the firm shall be satisfied that client 
management makes all judgments  and decisions that are the responsibility of management." 

Additionally, the final point  requires that management "accepts responsibility for the actions  to 
be taken arising from the results of the services." Insome cases, a specific action might not take 
place, and instead the results provided by the audit firm would need to be interpreted by 
management with potentially no further action required.   Accordingly, we recommend this 
sentence is reworded  to state "accepts responsibility for the actions, if any, to be taken arising 

Comments noted. The Ethics Board 
noted feedback that the current 
language was not considered robust 
enough, thus additional guidance was 
provided.  
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from the results of the services or the interpretation thereof." 

31.  EYG The prerequisite set out in paragraph 290.165 is generally clear and easy to apply.  However, we 
do have two clarifications that we believe would be worthwhile.  First, the use of “an individual” 
could be narrowly construed, as more than one individual may share the responsibility to oversee 
the services.  As a result, we would recommend modifying the language slightly to accommodate 
the possibility of more than one person sharing the responsibility.  For example, instead of “A 
suitable individual”, the section could read “Suitable individuals” or “One or more individuals.”  
We believe is more reflective of how many companies operate. 

We also believe that the third bullet point in this section could be clarified.  “Accepting 
responsibility for the actions to be taken arising from the results of the services” is slightly 
awkward wording and we suggest the phrase be modified to read “Accepts responsibility for the 
results of the services and any actions arising therefrom.” 

Support noted. Comments noted.  

32.  GTI We do not believe there are challenges in understanding or applying the prerequisites set out in 
paragraph 290.165 for non-assurance services. 

Support noted.  

33.  KPMG As noted in our general comments, we do not believe it is necessary to provide such enhanced 
guidance through a change to the Code. Such guidance could be provided through illustrative 
examples and/or Frequently Asked Questions. 

We suggest that IESBA considers inclusion of the final sentence of extant paragraph 260.166, 
which makes reference to when “the firm gives the client the opportunity to make judgments and 
decisions based on an objective and transparent analysis and presentation of the issues”.  We 
support the changes made to this paragraph in the context of avoiding any implication that a firm 
assuming management responsibility would constitute a threat to which safeguards may be 
applied that would reduce the threat to an acceptable level.  However, we believe it would be 
helpful to retain the concept of providing “an objective and transparent analysis and presentation 
of the issues” to management “in order to assist it in making significant decisions and judgments 
as part of discharging its responsibilities” as described in the final sentence of proposed 
paragraph 290.164. 

Support noted. Comments noted.  

34.  KRESTON A challenge in understanding and applying the prerequisite set out in paragraph 290.165 is 
determining the level of effort that is required by the firm to be satisfied that the individual 

The auditor is required to use 
professional judgment when applying 
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designated by management possesses suitable skill, knowledge and experience.  This may be 
especially difficult in the case of new clients where the firm does not have a history of working 
with the individual. 

A further challenge would arise if the firm was not satisfied with the skill knowledge and 
experience of the designated individual and what actions would be needed in those 
circumstances. 

this guidance. If a client cannot 
understand the services performed 
and accept responsibility for the 
services, then the auditor will be in 
the role of management when 
performing NAS. 

35.  MAZARS We do not foresee any significant challenges in understanding and applying the prerequisite set 
out in paragraph 290.165. We agree with the proposal that client’s management designates an 
appropriately qualified individual to be responsible for the client’s decisions and to oversee the 
services. However as this may be a new requirement for some companies it may be necessary 
to consider how it will be communicated to companies and their Boards of Directors. 

Support noted. Comments noted.  

36.  MS Conceptually this does not present any challenges. Nevertheless audit documentation may need 
to be increased to address how the firm is satisfied that client’s management is fulfilling its 
responsibilities as set out in paragraph 290.165. 

Support noted. Comments noted. 

37.  PKF The inclusion of “senior management” in the sentence which reads “Designates an individual, 
preferably within senior management…” is unnecessarily restrictive, as all previous references 
are to management only. It is not clear why this requirement is extended to senior management. 
In addition, the use of the word “preferably” is vague and does not aid clarity of understanding. 

The word “preferably” does not mean 
it is a requirement. 

38.  PwC The proposed changes to 290.165 do not appear to add substantively to the guidance and 
requirements and would not likely change behaviour.  The suggestion that this individual should 
assess the “adequacy” of the results of the service provided by the firm suggest that they are 
performing some sort of quality control and this does not seem to fit well in this context.   

We note that no justification is given for the deletion of the safeguard in 290.165 whereby the risk 
of undertaking a management responsibility is reduced “when the firm gives the client the 
opportunity to make judgements and decisions based on an objective and transparent analysis 
and presentation of issues”. We regard this as a sensible and effective safeguard and are 
surprised by its deletion. 

Comments noted.  

39.  IRBA We agree with the prerequisites set out in paragraph 290.165. These steps help ensure that the 
registered auditor’s independence is maintained by not making a management decision. This will 

Support noted. Comments noted. “If 
any” has been added to the third 
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also help limit the reliance placed on audit firms relating to non-assurance engagements. 

The amendment goes further than just asking management to accept the responsibilities. This 
will ensure that management is involved from the beginning and are ultimately making decisions 
and taking responsibilities. 

The paragraph helps eliminate the risk that the client will approve the suggestion of the non-
assurance service without really understanding the objectives, nature and results of the service. 

Additionally, the final point requires that management “accepts responsibility for the actions to be 
taken arising from the results of the services.”  In some cases, a specific action might not take 
place, and instead the results provided by the audit firm would need to be interpreted by 
management with potentially no further action required.  Accordingly, we recommend this 
sentence is reworded to state “accepts responsibility for the actions, if any, to be taken arising 
from the results of the services or the interpretation thereof.” 

However, we recommend amending paragraph 290.165 to undo certain of the deleted text as it 
provides a firm with useful guidance to better meet the requirement of not assuming a 
management responsibility: “To reduce the risk of the firm inadvertently making any significant 
judgments or decisions on behalf of management, the firm gives the client an objective and 
transparent analysis and presentation of the issues.  As such, when providing non-assurance 
services to an audit client, the firm shall be satisfied that client management makes all judgments 
and decisions that are the responsibility of management.” 

bullet. 

40.  Denise 
Juvenal 

I think that there are not challenges in understanding and applying the prerequisite set out in 
paragraph 290.165 for non-assurance services that should be considered in this exposure draft. 

Support noted. 

41.  SMPC IFAC We recognize the intention for the changes to ensure that there is no risk of a self-review threat 
by the auditor and clarify that they are not to assume management responsibility. However, we 
believe that from an SMP/SME perspective, the requirement for management to take 
responsibility for all judgments and decisions and understand the non-assurance services being 
provided should be sufficient and the new level of detail in paragraph 290.165 is overly 
prescriptive. It may also be interpreted as management having to delegate responsibility, and so 
weaken its decision making process. For example, in larger entities where the skill sets lie with 
junior staff not authorized to make management decisions. In our view this section could be 

Comments noted. Similar standards 
have been successfully used in 
certain jurisdictions for clients of all 
sizes.  

Agenda Item 7-B 
Page 46 of 100 



NAS – Compilation of Responses to Specific Questions 
IESBA Meeting (October 2014) 

 

# Respondent Respondent’s Comment Proposed Resolution/Notes 

simplified, whilst keeping the main messages clear. 

It may also be particularly challenging for some SMEs that lack in-house experts possessing the 
required “suitable skill, knowledge and experience” and understanding of the “objectives, nature 
and results of the services” at the decision-making level for the service to then be undertaken in 
accordance with 290.165. SMEs could be disproportionally impacted by these requirements due 
to having fewer staff and a need for access to expert services from outside the organization. The 
proposed changes may be difficult in practice as the auditor will have to communicate to a client 
that a lack of skill, knowledge and experience of the matter at decision-making level will preclude 
the auditor assisting the client in that particular service area. Such a contention may damage the 
relationship of trust between the auditor and the client and have significant unintended 
consequences as the client could be forced to seek the service elsewhere. This could result in 
services being provided at lower quality and a higher cost as synergies due to audit knowledge 
are lost. In our view, this would neither be desirable nor in the public interest. 

42.  Altaf Noor 
Ali CA 

Yes. Auditor should focus on rendering audit service only. The door for providing non-assurance 
service to an audit client should be closed forever. 

Even otherwise, we fail to see the utility of this approach. 

Comments noted.  

43.  APESB APESB is supportive of the enhanced guidance proposed by IESBA in terms of an individual 
from the client’s management team with suitable skill, knowledge and expertise overseeing the 
non-assurance services provided by the external auditor. 

 We question the inclusion of the new guidance which states that the person who is overseeing 
the services is not required to possess the expertise to perform or re-perform the services. In the 
majority of instances (i.e. accounting services) in Australia it is likely that the individual who is 
overseeing the services from the audit client will have the necessary skills to perform or re-
perform the services provided by the external auditor or at least have sufficient knowledge to 
direct another person to perform the activity. We believe that this additional guidance can be 
deleted without impacting the key requirements in the prerequisite. 

Support noted. If a member of client 
management is expected to be able 
to perform the service, such 
requirement would place an 
unreasonable burden on SMEs.  

44.  ASSIREVI We have no comments to make with respect to paragraph 290.165 Support noted.  

45.  DSFA In view of the DFSA, the biggest challenge is when these non-assurance services are provided 
by entities not bound by the Code. 

Comment noted. 
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46.  FEE FEE’s understanding is that paragraph 290.165 implies additional requirements for management 
than the existing paragraph 290.166. If this is the case, the main issue appears to be for entities 
and management that will need to comply with all these additional requirements as included in 
paragraph 290.165. 

In case management cannot or does not want to comply with these new requirements, services 
might be taken up by parties outside the profession which are in most cases not bound by 
demanding ethical codes. 

Similar standards have been 
successfully used in certain 
jurisdictions for clients of all sizes. 
Clients seeking providers not bound 
by the Code is not considered in 
setting high ethical standards. In the 
extant Code, the client should be 
understanding the services 
performed. 

47.  GAO The required conditions outlined in 290.165 align closely with the GAGAS requirements, and we 
have not noted any significant associated challenges. GAGAS adds a requirement that the 
auditor document consideration of management’s ability to effectively oversee non-assurance 
services to be performed by the auditor on management’s behalf. Given the substantial threats to 
independence that provision of non-assurance services by auditors can engender, we 
recommend that the IESBA include a similar requirement in the Code.   

Support noted. Documentation has 
been considered.  

48.  IAA We believe that there are no challenges in understanding and applying the provisions of the 
paragraph as it is clear enough to understand what conditions must be taken into account when 
providing non-assurance services. As mentioned in the document, it is important that the audit 
client who makes judgments and decisions so that the auditor does not lose its independence 
and the self-review threat is reduced to an acceptable level. 

Support noted. 

49.  IMA As stated in our letter, we agree with paragraph 290.164 that a firm should never assume a 
management responsibility for an audit client. We do not agree that providing advice, 
recommendations, or other actions “to assist management in discharging its responsibilities is 
not assuming a management responsibility.” Directly assisting management means that the audit 
firm’s actions must be closely aligned with and performed under the direction of the client. These 
actions are too likely to result in the loss of independence. 

The challenges to audit independence contained in paragraph 290.165 are many. By requiring 
management to “oversee the services,” the audit firm could become close to being a business 
partner. Furthermore, we believe it is not feasible for smaller or medium size organizations to 

Comments noted. Similar standards 
have been successfully used in 
certain jurisdictions for clients of all 
sizes. 
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have employed a client individual that would have the requisite knowledge, skills, and experience 
to be able to effectively oversee a firm’s performance of the non-assurance services. 

50.  NAO Clients engage external advisors where they feel they do not possess the relevant expertise 
internally. As such they are unlikely ever to reject the advice provided by these services. While 
the designation of a senior individual to oversee the work and evaluate its adequacy is an 
admirable objective, we would be concerned that in practice this is likely to be a formality. The 
substance of the relationship between management and their professional advisors (or the 
reliance on experts by management) is very unlikely to change as a result of this amendment. 

Comments considered. An auditor 
must use professional judgment in 
conjunction with the requirements set 
forth in paragraph 290.165 to ensure 
the auditor does not accept a 
management responsibility.  

51.  SCM AOB supports the proposed amendments as more clarity is provided with regard to the level and 
type of competence expected in an individual designated by management to make all 
judgements and decisions that are the responsibility of management.  

However, depending on the talent pool, such prerequisites may pose a challenge to the 
identification of suitable candidates who match the proposed profile, i.e. preferably within senior 
management, who possesses suitable skill, knowledge and experience to be responsible at all 
times for the client’s decisions and to oversee the services, etc. 

Support noted. Comments noted.  

Q5. Will the enhanced guidance assist engagement teams to better meet the requirement of not assuming a management responsibility?  

1. ACCA Although we have cautioned about the move away from a principles-based approach to 
assessing management responsibility, the clarity of the proposed wording may be deemed to be 
enhanced guidance. However, in the interests of clarity, the incorporation of further guidance 
within the Code at this stage is not recommended. In order to retain a clear understanding of the 
principles, such guidance should either remain outside the Code itself, or else await the future 
restructuring of the Code. 

Similarly, the enhanced guidance in paragraph 290.171 in respect of ‘routine and mechanical’ 
services, including clear examples, is useful, and the examples represent situations often 
encountered in practice. However, we believe that such examples would be just as effective if 
made available in guidance separate from the Code itself, and this would leave a more 
streamlined and effective Code. Alternatively, these proposed changes should not be made 
before the Code as a whole is restructured. 

Support noted. Comments noted. 
Edits have been made to account for 
professional judgment.  
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2. AIA We believe that the requirement will facilitate this objective. Support noted. 

3. AICPA As noted, we believe the prerequisite in par. 290.165 will help reduce the possibility that the firm 
will assume a management responsibility. Overall, we believe the enhanced guidance will assist 
engagement teams to better meet the requirement of not assuming a management responsibility. 

Support noted. 

4. CCPCR It should be a factor to consider. Comment noted. 

5. CPA Au Yes. Support noted. 

 CPA 
Canada 

The revised language provides additional clarity and assistance to engagement teams in 
avoiding assumption of a management responsibility. Although out of necessity the examples are 
not all-inclusive, they provide a helpful framework for the exercise of professional judgment by 
professional accountants. 

Support noted.  

6. FAR FAR is of the opinion that particularly the guidance provided by the new examples in 290.163 will 
assist engagement teams to better meet the requirements of not assuming a management 
responsibility. 

Support noted. 

 HKICPA We consider the proposed guidance would, in principle, assist engagement teams to better meet 
the requirement of not assuming a management responsibility.  

We noted that under paragraph 290.171 a firm may provide services related to the preparation of 
financial statements to an audit client that is not a public interest entity where the service is of a 
“routine or mechanical nature”. One of the examples cited is that preparing of financial 
statements based on information in the client-approved trial balance is considered “routine or 
mechanical” and hence, a permissible non-assurance service.  

Some professional accountants may consider providing word processing (i.e. typing) assistance 
in preparing an audit client's financial statements permissible under the Code. Such word 
processing assistance may involve the provision of a template financial statements (i.e. template 
financial statements with blanks in the current year's column formatted from audit client's prior 
year's final financial statements), typing content prepared and approved by the audit client, typing 
editorial suggestions/comments by the professional accountants, etc.. These activities may not 
create a significant self-review threat to independence if the audit client takes responsibility for 
providing the content or takes responsibility by approving the changes to their financial 

Support noted. Comments 
considered. “Word processing” has 
been added as an example. 
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statements.  

We note that the Exposure Draft is silent on whether such word processing assistance is within 
the meaning of "preparation of financial statements". The IESBA may wish to consider such 
issue and, if needed, clarify its proposed paragraphs 290.171 (for non-public interest entities) 
and 290.172 (for public interest entities) accordingly.  

We have also received comments from a constituent, from a regulatory background, that 
information disclosed in the notes to financial statements may involve management judgment 
and decision. The constituent recommends the IESBA to consider providing additional guidance 
on auditor's independence/management responsibilities in this area.    

 ICAB Yes. Support noted. 

 ICAEW We have reviewed the reports of audit quality inspections carried out by the Financial Reporting 
Council in the past few years. These do not indicate that auditors assuming the role of 
management is a key issue. While we do not object to the new guidance (except where noted 
above in respect of particular words) we doubt that the existing guidance has caused much 
confusion. 

Comments noted. 

 ICAGH Yes, we believe it will. We have suggested a qualitative modification through the inclusion of the 
phrase' 'not limiled to" in the preamble that will enable engagement teams to better meet the 
requirements. 

Support noted. Comment noted. 

 ICAP Yes we feel that this would be helpful for better understanding. Support noted. 

 ICAS From a UK perspective (FRC Ethical Standards apply) we are not aware of any issue in this area 
for which enhanced guidance is required. That said, we do not object to what is being proposed. 

Comment noted. 

 IMCP Yes, it will. Support noted. 

 ICPAK Yes. The enhanced guidance now make it easier for auditors to inform management adequately 
what their responsibility entail and this will enhance auditor independence especially with regard 
to non-assurance services. 

Support noted. 

 ICASL Yes it will. Support noted. 
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 ISCA Generally it will, except for our comments to Questions 2 and 3 above. Support noted. Comments noted. 

 IDW We refer to our response to Q4 above. In addition, from an SMP perspective we particularly 
welcome the clarification in the last sentence of 290.164, since this is an issue of some concern 
to SMPs serving SME audit clients, who do, in practice, often turn to their auditor for advice on 
specific issues. 

Comments noted. Advice pertaining 
to management responsibilities is 
subject to the compliance with the 
requirements of 290.165. 

 JICPA We support this revision because this enhances guidance, and therefore, the revised provision is 
more understandable in applying it in practice. This is more understandable by providing 
additional examples included in paragraph 290.163 and clarification of the prerequisite 
prescribed in paragraph 290.165, in particular. 

Support noted. 

 KICPA Please refer to our comment on the question No. 4. We support the provision except for the 
deletion of the two last sentences in the paragraph – “This reduces the risk of the firm 
inadvertently making any significant judgments or decisions on behalf of management. The risk 
is further reduced when the firm gives the client the opportunity to make judgments and 
decisions based on an objective and transparent analysis and presentation of the issues,” -since 
there is considered no specific reasons.   

Support noted. Comment noted. 

 MIA Paragraph 290.169 

We feel that paragraph 290.169 may erode the distinction between the audit client and the firm 
and its independence may be perceived to be impaired, especially in the case of ‘proposing 
adjusting journal entities’, if the client management does not possess skill and knowledge for 
making decision on the subject matter.  We believe that threats to independence can be reduced 
so long as the dialogue held with a ‘suitable’ individual of the management of the audit client. 

Paragraph 290.171 

We believe that ‘preparing financial statements based on information in the client-approved trial 
balance’ may not be considered as routine or mechanical, because the term ‘financial statements 
as defined in IAS1 covers not just primary financial statements, but also the notes to the financial 
statements.  Input data for the notes to the financial statements cannot be ordinary obtained from 
the trial balance and covers key areas of management judgment and estimates, for which its 
preparation by the firm involves more than just little to no professional judgment.  We therefore 

Comments noted. Edit has been 
proposed to paragraph 290.171 
based on the comment.  
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suggest this example to be removed in its entirety. 

 MICPA Yes, MICPA agrees that the proposed enhance guidance will assist engagement teams to meet 
the requirement of not assuming a management responsibility. 

Support noted. 

 NASBA We are supportive of the changes to the section on Management Responsibilities in conjunction 
with non-assurance services provided by professional accountants. 

Support noted. 

 SAIC We are concerned that that the proposed guidance may not, in all situations, assist engagement 
teams to meet the requirement of not assuming a management responsibility.  In order to 
illustrate our concerns, we offer the following example from our jurisdiction for consideration.   

South African universities are public interest entities as defined in terms of the Code. In addition 
to publishing audited IFRS-compliant annual financial statements, our universities are required to 
submit audited schedules of student numbers and research publication outputs. These numbers 
constitute major inputs into the formula that determines the level of state funding allocated to 
each university.  

These numbers are only determinable using professional judgement.  For example, the student 
numbers are not simplistic census headcounts, and are based on fairly complex interpretations 
of what constitutes a full-time equivalent enrolment number.  Similarly, research publications may 
be attributable to multiple scholars across institutional boundaries, and are only allowable if 
published in pre-determined accredited journals, in lists that change every year.   

There is a highly competitive environment amongst South African universities for the limited 
quantum of state funding for higher education in this country.  Effectively, a zero-sum game is 
involved: any increase in one institution's state allocation will manifest itself as a decrease to be 
borne by the other institutions.  In our opinion, therefore, there are significant concerns about 
separation of managerial responsibility and the audit function in this particular context. 

The specific point we wish to make is as follows. The proposed wording of Sections 290.166 to 
290.168 does not, in our opinion, disallow the provision of an auditor's services for the 
preparation and audit of student number and research output schedules, when such schedules 
are subsequently to be audited by the same auditor. In our opinion, exactly the same "self-review 
threat" referred to in 290.168 for accounting and bookkeeping services applies under these 
circumstances. 

Edits have been proposed to the 
guidance stating that the auditor may 
use judgment in the provision of NAS 
to an audit client. Management must 
make all decisions related to the 
services in which the auditor 
exercises professional judgment. 
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 WPK Although we have stated a possible positive effect of the changes above, we would like to 
express some level of doubts if the changes are really necessary and will significantly contribute 
to assisting engagement teams to better meet the requirements of not assuming a management 
responsibility. 

Comment noted. 

 ZICA The Institute believes that enhanced guidance would assist engagement teams to better meet 
the requirement of not assuming a management responsibility. 

Support noted. 

 ANAN Yes; it is a clear “caveat emptor” for engagement team not to dabble into Taken decisions for 
Management whether material or not. 

Support noted. 

 Crowe 
Horwath 

The language in the Code is clearer and more direct. It should assist engagement teams in 
meeting the requirements of the Code with regard to non-assurance services. 

Support noted. 

 DTT While it is useful to have additional examples of what may be considered to be a management 
responsibility, as stated above, further explanatory  language about what would be generally 

be permissible and what would generally not be permissible would promote these efforts even 
further. 

Comment noted. 

 EYG Yes, we believe the enhanced guidance will assist engagement teams to better meet the 
requirement of not assuming management responsibility.  The addition of new examples and the 
clarification of existing examples enhances the ease of application of these provisions, and the 
re-placement of the administrative services content should help eliminate confusion.  

However, we believe the custody of client accounting records is an area that continues to lack 
clarity in the Code.  It would appear to be a missed opportunity for the IESBA not to clarify 
whether such custody, by an auditor when performing bookkeeping and accounting services, 
constitutes a management function prohibited under the Code. 

Support noted. Comment noted and 
considered by the Ethics Board. 

 GTI The enhanced guidance will establish appropriate parameters regarding the respective role of 
management and the professional accountant and assist the professional accountant to not 
assume management responsibilities or make management decisions.  

We believe that a clear delineation in management’s versus the professional accountant’s 
responsibilities will help reduce self-review and management participation threats. Furthermore, 

Support noted. 
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the segregation of duties will allow firm’s to perform audit procedures of these services with an 

 KPMG As noted in our general comments, we do not believe it is necessary to provide such enhanced 
guidance through a change to the Code. Such guidance could be provided through illustrative 
examples and/or Frequently Asked Questions. 

We suggest that IESBA considers inclusion of the final sentence of extant paragraph 260.166, 
which makes reference to when “the firm gives the client the opportunity to make judgments and 
decisions based on an objective and transparent analysis and presentation of the issues”.  We 
support the changes made to this paragraph in the context of avoiding any implication that a firm 
assuming management responsibility would constitute a threat to which safeguards may be 
applied that would reduce the threat to an acceptable level.  However, we believe it would be 
helpful to retain the concept of providing “an objective and transparent analysis and presentation 
of the issues” to management “in order to assist it in making significant decisions and judgments 
as part of discharging its responsibilities” as described in the final sentence of proposed 
paragraph 290.164. 

Comments noted. 

 KRESTON The enhanced guidance should assist engagement teams to meet the requirement of not 
assuming management responsibility. 

Support noted. 

 MAZARS The enhanced guidance clarifies and improves the definition of a management responsibility 

and will better enable engagement teams to avoid assuming such responsibility. 

Support noted. 

 MS Yes, it has been made clearer Support noted. 

 PKF Yes. The addition specifically of language in paragraph 2901.171 regarding financial statement 
preparation from a client approved trial balance, and the depreciation calculations, are very 
useful as they are often encountered in practice. 

Support noted. 

 PwC We are doubtful that the “enhanced guidance” will assist engagement teams to better meet the 
requirements. 

Comment noted. 

 IRBA We do believe that the additional guidance will assist registered auditors. It does eliminate 
certain areas of subjectivity. 

While it is useful to have additional examples of what may be considered to be a management 

Support noted. 
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responsibility, as stated above, further explanatory language would promote these efforts even 
further. 

 Denise 
Juvenal 

I think that in relation enhanced guidance assist engagement teams to better meet requirement 
of not assuming a management responsibility, the IFAC/IESBA needs to observe the internal 
control in the organization (public or private) for does not have problems in relation the 
application of this proposal.  

I suggest for the Board, if agrees, that observes what is the responsibility of team and 
management in relation a new standards about fair value measurement, I do not know if have 
impact for these activities. 

Support noted. Comments noted. 

 SMPC IFAC In our opinion, the enhanced guidance will assist engagement teams to better meet the 
requirement of not assuming a management responsibility. 

Support noted. 

 Altaf Noor 
Ali 

Not applicable. The auditor should not render any non-assurance service to an audit client. That 
door should be closed forever. The client is free to engage any other firm other than its auditor to 
do just about anything that is legitimate. 

Comments noted. 

 APESB APESB is of the view that the enhanced guidance will assist engagement teams to better 
understand what constitutes a management responsibility and should deter engagement teams 
from inadvertently assuming a management’s responsibility. 

Support noted. 

 DFSA In view of the DFSA, the biggest challenge is when these non-assurance services are provided 
by entities not bound by the Code. 

Consideration of a client hiring a 
company not bound by the Code 
should not affect the adoption of high 
ethics standards. 

 FEE The detailed proposals to develop the section on management responsibilities further appear 
acceptable from FEE’s point of view. 

Support noted. 

 GAO We believe that the enhanced guidance generally strengthens and clarifies the requirements as 
they pertain to management responsibilities. 

Support noted. 

 IAA If such guidance will allow the differentiation and understanding of the types of assurance and 
non-assurance services, and also in cases where it is required to provide different services 

Comment noted. 

Agenda Item 7-B 
Page 56 of 100 



NAS – Compilation of Responses to Specific Questions 
IESBA Meeting (October 2014) 

 

# Respondent Respondent’s Comment Proposed Resolution/Notes 

related to assurance, certain requirements or conditions to prevent or reduce the possibility of 
assuming management responsibilities, might be taken into account. 

 IMA We believe the ED requires substantial revision in line with the comments in our letter. Comment noted. 

 AOB AOB is of the view that the enhanced guidance will provide more clarity whilst eliminating the 
element of judgment with respect to the types of activities that would be considered as assuming 
a management responsibility 

Support noted. 

Q6. Does the relocation of the guidance pertaining to administrative services into its own subsection provide greater clarity?  

 ACCA On balance, we believe that the relocation of the guidance pertaining to administrative services 
does provide greater clarity. However, it appears that many would consider some of the routine 
or mechanical accounting services set out in paragraph 290.171 to amount to administrative 
services also. Greater clarity would be achieved through a clear explanation of how these 
services differ and, therefore, how the requirements for routine or mechanical services provided 
to non-public interest entities differ from the requirements in respect of public interest audit 
clients. 

Support noted. Administrative 
services are a certain genre of 
services provided to an audit client. 
Routine or mechanical is a 
description of a service, regardless of 
the genre.  

 AIA AIA commends this proposed amendment to the Code, it does provide greater clarity. Support noted. 

 AICPA We believe the relocation and redrafting of the guidance pertaining to administrative services 
provides greater clarity, however, when the edits to the respective guidance are taken in 
conjunction with the removal of “significant” in paragraph 290.162, it may be confusing. The 
removal of the term “significant” could be interpreted to mean that a professional accountant 
performing administrative services may not be able to make insignificant decisions that may be 
necessary. 

Support noted. Comments noted. 
Paragraph 290.164 has had a bullet 
point added to it noting that subject to 
compliance with 290.165, excecuting 
permitted routine or mechanical tasks 
and activities as instructed by the 
client is not assuming a management 
responsibility.  

 CCPCR We agree. Support noted. 

 CPA 
Canada 

The segregation of the material on administrative services into its own subsection is helpful, 
however additional comments for consideration are provided below: 

(a) The references to administrative services that are “routine or mechanical” in Paragraph 

Support noted. Comments noted. 
Administrative services are a certain 
genre of services provided to an audit 
client. Routine or mechanical is a 
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290.166 and the inclusion of that same phrase (“routine or mechanical”) with reference to 
the preparation of accounting records and financial statements in Paragraph 290.171 is a 
bit confusing. It was not immediately clear that the phrase was being used to describe two 
different types of “routine or mechanical” services and that different requirements applied to 
the “routine or mechanical” administrative services as opposed to the “routine or 
mechanical” accounting services. The Board could consider the use of different language 
than “routine or mechanical” to describe those administrative services that are generally 
“permissible”. In addition, part of the confusion might have arisen from the placement of the 
administrative services section before the section on preparation of accounting records, 
which is likely to be a more commonly provided service. Therefore, the IESBA could 
consider moving the text in Paragraph 290.166 to immediately follow Paragraph 290.173, 
with an appropriate introductory title. 

(b) Many of the services described in Paragraph 290.166 are similar to the services described 
in relation to providing Company Secretary support services (Paragraphs 290.146 to 149). 
If not already done, a comparison of these provisions might be completed to ensure 
consistency as necessary. 

(c) We note that Paragraph 290.166 refers to “preparation of statutory forms”. There may be 
some statutory forms that require the exercise of professional judgment in their preparation. 
There may also be overlap with the provisions of Paragraph 290.183 in relation to 
preparation of tax returns. The IESBA could consider whether it might be necessary to 
provide further guidance to better describe the types of statutory forms that may generally 
be prepared as an administrative service. 

description of a service, regardless of 
the genre. Paragraph 290.146 is 
outside of the provisions addressing 
NAS. Statutory form types is too 
specific of guidance that can’t be 
addressed on a global level. The 
professional accountant must use 
professional judgment in applying the 
guidance.  

 CPA Au We support relocation of this guidance. The administrative services subsection could be further 
clarified by specifying that provision of administrative services are not considered to be adoption 
of management responsibility. 

Support noted. Edit has been made 
based on the comment. 

 FAR FAR finds that it does Support noted. 

 HKICPA We consider the relocation of the paragraph 290.166 to its own section provides greater clarity to 
practitioners. 

Support noted. 

 ICAB Yes. Support noted. 
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 ICAEW Yes, subject to the comment about ‘control’ referred to above in paragraph 7 (Question 3) Support noted. Comment noted. 
Example of the physical custody of 
share certificates is too specific. 

 ICAGH Yes. By removing it from the general body, it allows the reader to focus on and clearly identify 
the composition of administrative services. The subsections provide clarity as references can 
easily be made to the guidance provided. 

Support noted. 

 ICAP Yes it is now clearer. Support noted. 

 ICAS From the perspective that this material is now contained separately within its own subsection, we 
believe that it does provide greater clarity. 

Support noted. 

 IMCP Yes, it does. Support noted. 

 ICPAK We agree with the relocation of the guidance pertaining to administrative services as a 
subsection. 

Support noted. 

 ICASL Yes it does. Support noted. 

 ISCA Yes it does. Support noted. 

 IDW We support the proposal to identify this section alone. 

In our opinion, the nature or likely magnitude of the services listed as examples will not be such 
that their provision will create a threat to auditor independence. Paragraph 290.166 states that 
providing such services does not generally create a threat to independence and refers to the 
need to evaluate the significance of any threat and apply safeguards as necessary. We have 
difficulty envisaging any circumstances when administrative services might threaten auditor 
independence, certainly to the extent where the threat might need elimination. Auditor and audit 
oversight authorities will be unsure how to deal with this section. We therefore suggest either the 
last sentence be deleted and the word “generally” be deleted in the penultimate sentence, or 
examples be provided as to when the IESBA envisages a threat could arise. 

Support noted. Comment noted.  

 JICPA We support this relocation of the guidance pertaining to administrative services as the revised 
provision for management responsibilities provides more clarification and is more 
understandable. However, the range of administrative services should be more clearly stipulated 

Support noted. Administrative 
services are a certain genre of 
services provided to an audit client. 
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since it is difficult to understand the difference between this provision and “routine or mechanical” 
services mentioned in paragraph 290.171 under the provision “Preparing Accounting Records 
and Financial Statements,” although some examples are provided, and, in addition, it is also 
difficult to understand whether there are expected services other than the examples provided, or 
the services are limited to the examples in most cases. 

Routine or mechanical is a 
description of a service, regardless of 
the genre. 

 KICPA The current paragraph 290.164 further explains management responsibilities, instead of 
considered as another subsections on non-assurance services. Thus, we believe maintaining the 
current structure of the Code increases the clarity of the Code. 

Comment noted. 

 MIA We agree with the enhanced guidance pertaining to administrative services. Support noted. 

 MICPA Yes as it facilitates easy reference. Support noted. 

 SAICA SAICA agrees that the changes describes these services aptly, a general comment we believe 
the code should discourage audit firms from taking on any administrative functions. 

Support noted. Comment noted. 

 WPK The relocation of the guidance pertaining to administrative services into its own subsection might 
provide greater clarity. 

Support noted. 

 ZICA The relocation of the guidance pertaining to administrative services into its own subsection would 
provide greater clarity. We believe the proposed approach would make administrative services 
more prominent. 

Support noted. 

 ANAN Yes, ANAN believes that it does. Support noted. 

 Crowe 
Horwath 

The guidance is clear and well presented. Support noted. 

 DTT The mere relocation of a paragraph from one section of the Code to its own subsection does not 
necessarily provide further clarity. The description of what is considered to be an administrative 
service is of greatest use to the profession. 

Comment noted. 

 EYG Yes, the relocation of the guidance on administrative services to its own subsection provides 
greater clarity and should eliminate confusion as to the auditors ability to assist clients with their 
routine or mechanical tasks under certain circumstances without violating the management 
responsibility provisions of the Code. However, we recommend that a minor modification to the 

Support noted. Comment noted. 
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examples included in Section 290.166 be made.  We suggest monitoring of tax filing dates be 
added to the current list of examples to read “monitoring of statutory and tax filing dates.” 

 GTI We agree that relocating the guidance pertaining to administrative services into its own 
subsection provides greater clarity. 

Support noted. 

 KPMG Yes. We consider that further clarity could be provided regarding typing or word processing of 
financial statements that does not involve the exercise of professional judgment on behalf of the 
preparer as to whether this activity would be categorised as an administrative service.  If this is 
the intention of IESBA, we recommend that this be made explicit by inclusion of this service as 
one of the examples set out in paragraph 290.166. 

Support noted. Edit has been made 
concerning “word processing” 
services. 

 KRESTON The location of administrative services into its own subsection does provide greater clarity. One 
area that arises frequently is the involvement of the firm in the desktop publishing/word 
processing of financial statements and whether this is an administrative service or an accounting 
service.  Clarification of the nature of this service would be welcome especially by smaller public 
interest entities and their auditors. 

Support noted. Edit has been made 
concerning “word processing” 
services. 

 MAZARS Yes. Support noted. 

 MS It does. Support noted. 

 PKF Yes, relocation to its own subsection provides greater clarity subject to our comments that follow. 
Given the reference to routine or mechanical accounting services in paragraph 290.171, it would 
appear that these services are considered administrative. Paragraphs 290.171, and 290.172 
may be understood to contradict the statement in paragraph 290.166 that “Providing such 
services does not generally create a threat to independence.” 

Support noted. Administrative 
services are a certain genre of 
services provided to an audit client. 
Routine or mechanical is a 
description of a service, regardless of 
the genre. 

 PwC With regard to services that are “routine and administrative” we note the proposed deletion of 
extant paragraph 290.164.  We find the replacement paragraph (290.166) not as clear as the 
extant code in that there is no statement that such services are not deemed to be a management 
responsibility and there is no clear link to the preceding provisions. Moving the discussion does 
not appear to enhance understanding.  

Comments noted. Administrative 
services are not management 
services to the extent that the auditor 
follows the provisions of 290.165. An 
edit has been made to note this. 
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 IRBA We believe that the relocation provides clarity on what is meant by administrative services in the 
Code. The clarity that it involves “little or no professional judgement and are clerical in nature” is 
an important distinction that can be used to test if services are truly administrative services. 

We agree with the wording of paragraph 290.166 especially the word “generally”. This 
anticipates the possibility that what is perceived by the registered auditor as administrative 
services may create a threat to independence. 

We support the overriding requirement that the registered auditor is required to consider threats 
to independence and possible safeguards. 

Support noted. 

 Denise 
Juvenal 

I think that the relocation of the guidance pertaining to administrative service into its own 
subsection provide greater clarity. 

Support noted. 

 SMPC IFAC We support the relocation of the paragraph 290.166 to its own section.  

It is not clear whether the examples intend to cover company secretarial services. The example 
of preparing statutory forms for client approval seems to indicate it does, but it may be more 
understandable if this could be specifically provided as an example. This is one area for which it 
would be helpful to clarify the Code for SMPs. 

Revised paragraph 290.166 states that “Providing such services does not generally create a 
threat to independence”. We have difficulty envisaging circumstances when administrative 
services might threaten auditor independence and believe that auditors and audit oversight 
authorities may be unsure how to deal with this section as the inclusion of the word “generally” 
implies that this is not always the case. We therefore suggest examples be provided as to when 
the IESBA envisages a threat could arise, or the word “generally” be deleted. 

Support noted. Comments noted. 
Anytime an auditor makes 
management decision independence 
is impaired, thus the term “generally” 
is necessary. 

 Altaf Noor 
Ali 

Let auditor be auditor. We find administrative services to be another garb for escaping restrictive 
services to audit clients. We do not agree. 

Comment noted. 

 APESB APESB agrees that the relocation of the guidance pertaining to administrative services into its 
own subsection provides greater clarity. 

Support noted. 

 ASSIREVI Please refer to our comments above about coordination with the provisions of the Code set out in 
paragraph 290.149 

Comment noted. 
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 DFSA The relocation of the guidance pertaining to administrative services into its own subsection 
should provide greater clarity. 

Support noted. 

 GAO Including the administrative services guidance in its own subsection is appropriate.  

We disagree with the continued inclusion of “monitoring statutory filing dates, and advising an 
audit client of those dates” as an example of a service that does not generally create a threat to 
independence. We view the monitoring of compliance with any statutory requirement as an 
internal control function that should be performed by the audit client’s management. We 
recommend that the IESBA remove the reference to monitoring statutory filing dates as an 
example of a routine task. 

Support noted. Comment noted. 

 IAA Yes, because this transfer allows separating and understanding the administrative and 
assurance functions. Thus, audit firms may have greater clarity regarding the functions and 
services that can be performed and that are directly related to the accounting profession and its 
task to verify facts and qualitative information of the practices in an organization or entity. 
Although the responsibilities of client management and assurance responsibilities are different, 
they are directly related and depend on each other because there must be communication to 
transmit information back and forth. 

Support noted. 

 IMA We find it difficult to understand why an organization would contract with an independent 
professional accountant to perform clerical tasks that are “routine and mechanical.” As noted in 
our letter, the SOX statute precludes audit firms from performing “bookkeeping or other services 
related to the accounting records or financial statements of the audit client” for public interest 
entities in the U.S. 

Support noted. 

 NAO We do not object to the proposed relocation of this guidance, but do not think that it enhances 
the guidance either. Questions about activities of this nature are raised as soon as management 
responsibilities begin to be defined, so arguably it is better left in its original position. 

Comment noted. 

 SCM Yes. Support noted. 

Q7.Does the proposed guidance on “routine or mechanical” clarify the term, or is additional guidance needed?  

 ACCA We believe that the proposed amendments to paragraph 290.171 provide greater clarity. The 
requirement that little or no professional judgement should be exercised is particularly important, 

Support noted.  
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and the cross-reference to management responsibility is very useful (albeit we would caution 
against referencing to the specific requirements of proposed paragraph 290.165). We would also 
refer the reader to our response to question 5 above. 

With regard to the examples given, the calculation of depreciation is a good example of when an 
audit client might seek advice from the auditor. This could involve discussing an asset’s 
estimated useful life and residual value. For clarity, we recommend that the proposed wording be 
amended. Rather than refer to ‘when the client provides the accounting policy and estimates of 
useful life and residual values’, the word ‘provides’ should be replaced by the word ‘determines’, 
thereby making it clear that the auditor may give appropriate advice without taking management 
responsibility for decision-making. 

Further guidance is required in respect of the sixth bullet point example. Preparing financial 
statements based on information in the client-approved trial balance is clearly not routine or 
mechanical in nature, as it cannot be said to require ‘little to no professional judgment from the 
professional accountant’. This example is particularly significant to SMPs. There is often a 
degree of judgement required concerning the appropriate way in which to make certain 
disclosures, and a set of financial statements will usually include necessary disclosures that are 
not derived from a trial balance. 

 AIA Paragraph 290.166 does not differentiate between the preparation of administrative or statutory 
forms for client approval and the preparation of ‘client provided’ administrative or statutory forms 
for client approval. The former task may require professional judgement in the selection process, 
creating a threat to independence.    

We would suggest modification of the wording of the paragraph to highlight the noted threat to 
independence. 

Comment noted.  

 AICPA We believe that the proposed guidance on “routine or mechanical services” is clearer. However, 
the guidance in paragraph 290.169 states that these activities are considered to be a “normal 
part of the audit process.” That being such, the paragraph should further state that the services 
noted are not subject to the requirements of paragraph 290.165 for clarification.  

Also, two of the examples of services that are routine or mechanical in paragraph 290.171 may 
lead to confusion, specifically, the third and fourth bullets. The third bullet states that a routine or 
mechanical service would be “recording a transaction such as a valuation when the client has 

Support noted. Comments noted. Edit 
has been made to the second bullet 
point noted concerning the addition of 
the word “determined.”  
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determined the amount to be recorded.” The fourth bullet states a routine or mechanical service 
would include “calculating depreciation on fixed assets when the client provides the accounting 
policy and estimates of useful life and residual.” We agree that these services would be of a 
routine or mechanical nature, however, the guidance may also appear to be contradictory to 
other guidance in the Code in that the professional accountant in public practice is permitted to 
perform a valuation service or assist the client in determining the useful lives and residual values 
of fixed assets. For example, paragraphs 290.178 and 290.179 address situations where a 
professional accountant in public practice may perform a valuation for an audit client. 
Accordingly, we recommend the IESBA consider the following edits which are consistent with the 
language in the second bullet of the examples of routine or mechanical services: 

• Recording a transaction involving a significant degree of subjectivity, for example the 
valuation of an asset when the client has determined or approved the amount to be 
recorded. 

• Calculating depreciation on fixed assets when the client provides has determined or 
approved the accounting policy and estimates of useful life and residual values. 

 CCPCR It remains relatively clear, however, it seems appropriate to try to give better guidance to the 
concept of “routine or mechanical". 

Support noted. Comment noted. 

 CPA 
Canada 

As noted above, the use of “routine or mechanical” in relation to both administrative services and 
accounting services might be a bit confusing. However, the guidance as to what constitutes 
routine or mechanical was reasonably clear in both cases. As noted above in answer to Q 6, 
there was some concern as to what “statutory forms” were intended to be included in relation to 
administrative services. 

The terms “routine or mechanical” 
describe the nature of some non-
assurance services. Administrative 
services are a genre of non-
assurance services.  

 CNCC The proposed clarification to « routine or mechanical tasks» in paragraph 290.171 with additional 
examples of activities  that are « routine or mechanical » do not help and, in fact, it could be 
misinterpreted. Therefore, we would like to avoid any additional examples. 

Also, we believe that the preparation of financial statements is not always "routine or 
mechanical". When preparing financial statements, professional judgment including due 
consideration to the local legislation needs to be applied. 

Comment noted. Any service that is 
routine or mechanical can complex 
under certain specific circumstances 
requiring significant decisions. 
Professional accountants must use 
professional judgment when 
identifying such services.  
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 CPA Au We think the proposed guidance clarifies the term ‘routine and mechanical’ and we do not 
consider further guidance necessary. 

Support noted. 

 FAR FAR supports the addition in the first paragraph as far as it relates to a firm not assuming 
management responsibility, However, FAR questions the reference to "requirements" in 290.165. 
There is no guidance provided on how a firm is supposed to ensure that these are met, and 
subsequently how to act if they are not. See also FAR's response to question 3. 

Regarding the examples, the third example raises some questions. The current wording in 
example three clearly illustrates "mechanical and routine", whereas the new example seems to 
be rather of an exceptional transaction where significant subjectivity is involved. FAR is not sure 
how this proposed change is to be interpreted. FAR prefers the current wording and opposes the 
change especially if a restriction in relation to the current wording is intended. 

Comments noted. The third bullet 
pertains to an example that is 
mechanical. The client has 
determined the correct treatment of 
the subjective nature of the entry and 
the professional accountant is 
recording the entry.  

 HKICPA We consider the IESBA may include the following editorial changes to paragraph 290.171 to 
further enhance clarity of the definition of routine or mechanical services:  

"…Services that are routine or mechanical in nature are those that require little to no professional 
judgment from the professional accountant…" 

We consider preparing financial statements where the total number of a client's transactions is 
limited and all the transactions and/or balances are supported by third party documents (where 
the auditor is not required to re-compute figures or make any judgment on recognition, 
classification and measurement of each transaction) constitute a service that is routine or 
mechanical in nature. We consider the IESBA may consider including such as one of the 
examples in paragraph 290.171 for guidance by practitioners.   

Support noted. Comment noted.  

 ICAB Yes, the proposed guidance clarifies the term. No additional guidance needed at this moment. Support noted. 

 ICAEW We do not think that additional guidance within the code would help. This would run the risk of 
being treated as a definition and circumvented in a legalistic manner. The concept is clearly 
explained by “Such services require little to no professional judgment and are clerical in nature.” 
Were queries on specific services to be received, these would be dealt with better as illustrative 
examples in off-code guidance. 

Support noted. Comment noted.  

 ICAGH Yes it does. We have however suggested a qualitative improvement through the inclusion of the Support noted. Comment noted.  
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phrase "not limited to" inserted to enable engagement teams understand that the list is not 
exhaustive. 

 ICAP Yes it is. Support noted. 

 ICAS The proposed guidance appears reasonable. We certainly are not supportive of any further 
guidance being required. 

Support noted. 

 IMCP we consider that the self-review threat may be to such importance that, it should not allow 
providing accounting and/or bookkeeping services to audit clients, regardless if they are in the 
public interest or not. Regardless of our discussion in paragraph I of the general comments, we 
consider the guidance appropriate. However, it is important to consider additional guidance 
intended to smaller practices / firms. 

Support noted. Comment noted. 

 ICPAK We are of the view that the proposed guidance clarifies the term “routine and mechanical” hence 
there is no need for further guidance. 

Support noted. 

 ICASL Yes it does and no further additional guidance needed Support noted. 

 ISCA The proposed guidance is useful. However, we would like to suggest deleting the words “such as 
utility bill” from the second bullet point in paragraph 290.171 in the proposed changes. Given that 
users are well aware of what a routine transaction constitutes, this example would not enhance 
clarity to the Code.  

Furthermore, we would also like to suggest amending the manner in which the example 
“Recording a transaction involving a significant degree of subjectivity, for example the valuation 
of an asset when the client has determined the amount to be recorded” is phrased. For better 
clarity, we suggest that it be re-phrased to “Recording a transaction for which the client has 
already determined the amount to be recorded, although the transaction involves a significant 
degree of subjectivity, for example the valuation of an asset”.   

Support noted. Comment noted. 
Certain examples were edited to be 
more specific at the request of SMP. 
The specific example noted was 
edited to provide greater clarity.  

 IDW In our view, it is necessary to differentiate between the second and third bullet point, since if the 
client has approved the underlying documentation, determined the account classification and the 
amount to be recorded, the mere act of posting an amount can only be mechanical. 

Comment noted. The second bullet 
represents a routine service and the 
third bullet represents a mechanical 
service. 
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 JICPA We support the revision because the proposed guidance on “routine or mechanical” clarifies the 
term. 

Support noted. 

 KICPA The proposed guidance could increase clarity and specification of the Code. Too much focus on 
detailing examples, however, runs the risk of firms’ judgment solely based on the specified 
examples instead of making principle-based judgments in all situations.  

In case of “calculating depreciation on assets” in particular, we believe it would be more 
desirable to come up with more general expressions meaning mechanical calculation service, 
not limiting the examples to depreciation. 

Comment noted. The examples were 
edited to be more specific to benefit 
SMPs. 

 MIA It clarifies the term and we have no further comment on this. Support noted. 

 MICPA MICPA is of the opinion that the proposed guidance on “routine or mechanical” is sufficient. Support noted. 

 SAIC SAICA agrees with the proposed guidance.   

With reference section 290.166 we would like to suggest the following amendment to clarify the 
provision of the services: “Administrative service, provided by the firm or the engagement team, 
involve…” 

Support noted. Comment noted. 

 WPK In our view, the additional descriptive language and the additional examples of activities further 
and sufficiently clarify the meaning of the phrase “routine or mechanical“. Nevertheless, we 
wonder if such additional guidance could and would be better addressed in a separate guidance 
paper as opposed to the Code of Ethics itself. 

Support noted. Comment noted. 

 ZICA There is no need to provide further guidance, the proposed guidance on “routine or mechanical” 
in paragraph 290.166 on administrative service appears to be rational and clear as far as the 
services to be included or not. 

Support noted. 

 ANAN It is the view of ANAN that the code of ethics is meant for some category of people even though 
others not so intended may access and digest it, but a prerequisite knowledge is rightly assumed 
here which makes the explanation clear enough and thus seem require no further 
explanation/clarification. 

Support noted.  

 Crowe 
Horwath 

The proposed guidance is generally clear and helps clarify the understanding of “routine and 
mechanical”. 

Support noted. 
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 DTT The replacement of the statement in current paragraph 290 .164 that "Activities that are routine 
and administrative, or involve matters that are insignificant, generally are deemed not to be a 
management responsibility" with paragraph 290.166 describing "administrative services" which 
will not generally create a threat to independence is more useful to an auditor. However, the 
paragraph as currently drafted does not explicitly state that when performing such services, a 
firm may not assume a management responsibility or make any decisions on behalf of 
management. We are proposing the following revised language to make this more explicit: "Such 
services require little to no professional judgment and are clerical in nature. 

Additionally, when providing these services, a firm does not make any decisions on behalf of the 
client nor does it assume any management responsibilities." 

We are questioning other services throughout the Code that are described as routine and 
mechanical. Specifically, in paragraph 290.171 the reason for the services being permissible 
(i.e., they are routine and mechanical) may need to be amended or the following examples may 
need clarity or removed all together : 

• The following three exan1ples appear to be duplicative :"Recording transactions of a routine 
nature such as a utility bill for which the client has determined or approved the appropriate 
account classification," "Recording a transaction involving a significant degree of 
subjectivity, for example the valuation of an asset when the client has determined the 
amount to be recorded," and "Posting client-approved entries to the trial balance." We are 
suggesting that these three be combined into one example such as "Recording a transaction 
or journal entry that has been approved by the client." 

• It is arguable whether "Preparing financial statements based on information in the client-
approved trial balance" would always be considered to be routine or mechanical in nature as 
such preparation often requires professional judgment. Therefore, additional guidance 
around management's responsibilities for the financial statements would be helpful such as: 

o Assessing the entity's ability to continue as a going concern 

o Making accounting estimates, including responsibility for the underlying assumptions 
used in the estimate. 

o Ensuring that the disclosures in the financial statements are appropriate and in 

Comments noted. Edits have been 
made based on these comments. 
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comp1iance with the financial reporting framework. 

o The identification of subsequent events, etc. 

Additionally, it is recommended that the preparation of the footnotes be addressed by amend ing 
the language in paragraph 290. 171 as follows: "Preparing financial statements based on 
information in the client-approved trial balance and preparing the related notes based on client-
approved records." 

Finally, we suggest the Board consider deleting paragraph 290.185 because this is in fact not a 
taxation service.  We are suggesting that paragraph 290.172 be amended as follows: "A firm 
shall not provide to an audit client that is a public interest entity accounting and bookkeeping 
services, including payroll services, or prepare financial statements on which the firm will express 
an opinion or financial information which forms the basis of the financial statements.  
Notwithstanding this prohibition, a firm may prepare tax calculations of current and deferred tax 
liabilities (or assets) for the purpose of preparing accounting entries if the amounts are 
immaterial to the financial statements on which the firm will express an opinion." 

 EYG Yes, we believe the guidance on “routine and mechanical” adds clarity and, with the new 
wording, the Code provides sufficient discussion on this topic. 

However, as noted above we believe that the IESBA should provide greater clarity on whether 
the custody of client accounting records, by an auditor when performing bookkeeping and 
accounting services, constitutes a management function prohibited under the Code. 

Support noted. Custody of client 
records was discussed by the Board 
and it was determined not to be 
addressed by this Task Force. 

 GTI We believe the proposed guidance on “routine or mechanical” activities is appropriate. However, 
we recommend the Board consider adding guidance that pertains to “routine” activities where the 
auditor “provides advice or assistance to the client on an informal basis as part of the normal 
client-member relationship.”  Such services can include assisting the client with technical 
questions or providing best practices or benchmarking studies to the client. 

We believe adding such guidance will further clarify routine activities an auditor can perform for 
their client without impairing their independence. 

Support noted. Comment is already 
addressed in paragraph 290.169. 

 KPMG We believe some of the examples provided do not serve to clarify what is meant by “routine or 
mechanical”, since together they suggest that all activities that are not management 
responsibilities are by default routine or mechanical, which we do not believe to hold true. 

Support noted. Comment noted. Edits 
have been made based on these 
comments. 
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More specifically, some of the examples provided might or might not involve the exercise of more 
than a little professional judgment depending on the specific circumstances. 

We also find the text of the additional examples to be ambiguous and not as clear as intended by 
IESBA: 

• In particular, the third bullet point, which refers to the recording of a transaction “involving a 
significant degree of subjectivity”, seems to be inconsistent with the preface of “requiring 
little or no professional judgment”; 

• Furthermore, it does not refer to whether the client has determined or approved the 
appropriate account classification, which is included in other examples; 

• The reference in the second bullet point to “routine” within an example that is intended to 
explain the term “routine” is not helpful; 

• We consider that the example of the utility bill would be improved if replaced by a description 
of criteria to be met in order for a transaction to be classified as routine, such as “amounts 
are easily determinable from source documents or originating data”.   

In summary, we believe the term is clearly described as “using little or no professional judgment” 
and suggest IESBA consider whether examples are in fact necessary. 

 KRESTON The guidance on “routine or mechanical” does clarify the term but there some areas where the 
guidance could be improved: 

• The reference to transactions of a routine nature such as a utility bill does not provide clarity.  
In many businesses the vast majority of transactions are of a routine nature and the 
definition given is too restrictive. 

• When recording transactions involving a significant degree of subjectivity this could be 
extended to cover non routine transactions which are not subjective with respect to amount. 
The client should determine both the amount to be recorded and its classification.    

• Calculating depreciation on fixed assets could be generalised to any area where calculations 
are based on accounting policies and/or estimates provided by the client. 

Support noted. Examples have been 
edited to be more descriptive based 
on feedback from SMPs. 

 MAZARS The proposed guidance is sufficiently clear. Support noted.  

 MS It does add some clarity. Nevertheless one can still find a view in the profession that inputting Support noted. Software is address 
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client numbers into an accounts preparation software package and thus producing the accounts 
is also routine or mechanical notwithstanding that there will need to have been some 
judgemental tailoring of the software at least initially. This scenario could be more specifically 
addressed in paragraph 290.168. 

under the technology section of the 
Code. 

 PKF Yes, this is clear. Also see responses to Questions 5 and 6 above. Support noted.  

 PwC The additional examples in 290.171 are, in our view, confusing and do not add to clarity. In 
particular: 

• The example of a “utility bill” adds no useful clarity 

• The new third example is presumably intended to mean that recording a transaction where 
the client has undertaken the valuation and determined the amounts to be recorded does 
not create a threat to independence, even though the valuation may be highly subjective, but 
the point does not come across well.  If retained, this could be redrafted as “Recording a 
transaction where the client has determined the amount to be recorded (even if the amount 
involves a significant degree of subjectivity, such as the valuation of an asset)”. 

• If retained, it would be helpful if the provision recognised that performing “Services that are 
routine or mechanical in nature” would not be regarded as assuming a management 
responsibility 

Comments noted. Examples have 
been edited to be more descriptive 
based on feedback from SMPs. The 
third bullet is an example of a 
mechanical service.  

 IRBA We believe that the proposed guidance is sufficient and clarifies the term appropriately. It also 
helps that “routine or mechanical” and “administrative” have been separated.  

We have the following suggestions to Paragraph 290.171 for the Board’s consideration:  

• Additional guidance around management’s responsibilities for the financial statements would 
be helpful such as: 

o Assessing the entity’s ability to continue as a going concern. 

o Making accounting estimates, including responsibility for the underlying assumptions 
used in the estimates. 

o Ensuring that the disclosures in the financial statements are appropriate and in 
compliance with the financial reporting framework. 

o The identification of subsequent events, etc.   

Support noted. Comments noted.  
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The South African Companies Act 2008 (Act No.71 of 2008) prohibits the preparation of financial 
statements by the audit firm. It further disqualifies the audit firm from being the appointed auditor 
of the company if they have been involved in the preparation of the company’s financial 
statements in the proceeding five years. In keeping with this requirement, we believe that the 
example, “Preparing financial statements based on information in the client-approved trial 
balance" requires to be strengthened.   

 Denise 
Juvenal 

I understand that proposed guidance on “routine or mechanical” clarify the term. I think that do 
not need additional guidance. 

Support noted.  

 SMPC IFAC In the section on audit clients that are not PIEs (290.171), we understand that one of the reasons 
additional examples of services which are considered routine or mechanical in nature have been 
included is because they would be helpful to SMPs. However, we are concerned that these may 
actually create more ambiguity and would encourage the Board to exercise care in compiling the 
list of examples.  

The fourth bullet point on calculating depreciation on fixed assets could be seen as a very good 
example of when a client would look to an auditor for advice and guidance on the appropriate 
treatment. This may include discussing the meaning of an assets useful life and residual value. 
As this should also be considered routine, we would recommend that this is clarified and the 
current wording slightly amended as this currently just focuses on “when the client provides” the 
accounting policy and estimates of useful life and residual values. The use of the word 
“determines” may be more appropriate as this would allow for the auditor to give advice in the 
process without making the decision.  

The sixth bullet point in paragraph 290.171 allows for a firm to prepare financial statements 
based on information in the client-approved trial balance. For many SMP clients, obtaining a 
client-approved trial balance is not likely to be a significant obstacle. However, by definition, the 
financial statements also include required disclosures and a significant amount of information 
disclosed includes information that is not contained within a trial balance. We therefore consider 
it would in the best interest of practitioners for the IESBA to also address the impact of required 
disclosures in conjunction with the preparation of financial statements. 

We note that some SMEs can require assistance on determining the appropriate account 
classification due to specific accounting rules. In addition, this example in the second bullet point 

Comments noted. Edits have been 
made based on the comments. 
Paragraph 290.164 addresses 
providing routine advice.  
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raises a question on whether more guidance should be provided on how the determination or 
approval by a client should be formalized. 

 Altaf Noor 
Ali 

We do not agree with auditors rendering non-audit assurance service to the audit clients. 

Here we would also like to point out to an apparent contradiction in the text we have observed in 
290.171. It states: “Services that are routine and mechanical in nature require little or no 
professional judgment from the professional accountant.” Under the examples, it cites the 
following: “Recording a transaction involving a significant degree of subjectivity, for example the 
valuation of an asset when the client has been determined the amount to be recorded”. 

Comment noted.  

 APESB APESB supports the proposed enhanced guidance on “routine or mechanical” activities which 
also provides examples of administrative services where little to no professional judgement is 
exercised and is clerical in nature.  

We note that in circumstances where professional judgement is exercised over certain matters 
(i.e. accounting estimates or accounting policies) it may not be appropriate for the external 
auditor to provide non-assurance services in respect of the following services:  

• Payroll services. 

• Preparing financial statements. 

Accordingly, if the examples which pertain to the above circumstances are to be retained, they 
should be appropriately “ring fenced” in the following manner: 

• Providing routine payroll services based on client-originated data without exercising 
professional judgement. 

• Preparing Compiling financial statements based on information in the client-approved trial 
balance and other relevant information provided by management without exercising 
professional judgement. 

We believe that these changes will be useful in clarifying the narrow circumstances in which the 
examples referred to paragraph 290.171 are applicable. 

Support noted. Comments noted. 
Examples deemed appropriate.  

 ASSIREVI The additional clarifications introduced in the section on preparing accounting records and 
financial statements to the phrase “routine or mechanical” and the proposed inclusion in the 
Code of new activities that are routine and mechanical assists the auditor to understand what 

Support noted. Comments noted.  
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activities are allowed. We believe that it should be specified that routine and mechanical 
activities are not management responsibilities 

 DFSA The guidance regarding ‘routine or mechanical’ accounting, bookkeeping and administrative 
services are clear. 

Support noted. 

 FEE The guidance included in paragraph 290.171 regarding ‘routine or mechanical’ accounting and 
bookkeeping services and the new paragraph 290.166 on administrative services appear to be 
reasonable and clear as far as the services to be included or not. 

Support noted. 

 GAO The meaning of “mechanical” in this context is unclear. If “mechanical” has a meaning beyond 
that of “routine,” then we recommend that the IESBA include guidance on the distinction. If 
“mechanical” has no meaning beyond “routine,” then we recommend removing “mechanical or” 
and simply referring to “routine tasks.”    

GAGAS paragraph 3.40 indicates that routine activities are “typically insignificant in terms of time 
incurred or resources expended and routine services generally do not result in a specific project 
or engagement or other formal work product.” We recommend that the IESBA include similar 
language to help illustrate the limits to services that an auditor may provide. 

Bullets 2 and 3 of paragraph 290.171 
display the difference between 
routine or mechanical. 

 IAA The guidance is sufficient to understand the terms "routine or mechanical"; they refer to the 
administrative services the auditor or firm can provide to customers, as no professional criteria is 
required and these services generally do not create threats to independence and, if so, this 
threat can be reduced or eliminated by the application of safeguards. 

Support noted. 

 NAO These examples seem reasonable and clear. Support noted.  

 AOB AOB is of the view that additional guidance would be helpful Support noted.  

Q8.Is the meaning and identification of source documents sufficiently clear, taking into account documents that may be generated by software?   

 ACCA In our opinion, this is sufficiently clear, and the term ‘source document’ is well-understood in 
English-speaking countries. Any attempt to add further clarification would be likely to obscure the 
principle, and impede the ability of professional accountants to identify management 
responsibilities by exercising their judgement effectively. 

Support noted.  

 AIA We consider that these are sufficiently clear. Support noted. 
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 AICPA We believe the meaning and identification of source documents is sufficiently clear. Support noted. 

 CCPCR We agree. Support noted. 

 CPA 
Canada 

Please note it was assumed that this question was meant to be read as referring to Paragraph 
290.171.  

With respect to that paragraph, the following comments are provided: 

(a) The examples of what might constitute a routine or mechanical accounting service include a 
mixture of both general and specific language.   

(i) Bullet #3 includes what appears to be an incomplete general description with a specific 
example added on that is necessary to fully complete the general thought. It might read 
better as: 

“Recording a transaction involving a significant degree of subjectivity, provided that 
the determination related to all of the subjective elements have been made by the 
client, for example, recording the valuation of an asset when the client has 
determined the amount to be recorded”  

(ii) Bullet #4 uses very specific language and appears to be another example illustrating the 
general thought set out in Bullet #3 

(b) The following comment relates to existing language in the Code and is not directly related to 
this exposure draft, but it is worth noting. Paragraph 290.171, which is addressed to all 
audits (and reviews) refers to “services related to the preparation of accounting records and 
financial statements” and then describes which of those services might be routine or 
mechanical. Paragraph 290.172, which is addressed to audits (and reviews) of public 
interest entities, effectively prohibits the provision of “accounting and bookkeeping services, 
including payroll services [and] prepare[ation] of financial statements...”. The IESBA could 
consider whether the difference between the requirements set out in these two paragraphs 
would be clearer if the services were described using the same language in both 
paragraphs.   

Comments noted. 

 CPA Au Yes. Support noted 

 FAR FAR finds that it can be considered sufficiently clear for the time being, but that the nature of Support noted. Comment noted. 
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source documents is an issue that might need further consideration. 

 HKICPA We note that "preparing or changing source documents or originating data, in electronic or other 
form, evidencing the occurrence of a transaction" is quoted as one of the examples of 
management's responsibilities on preparation and fair presentation of the financial statements in 
paragraph 290.167.  

Moreover, the IESBA may consider to clarify whether preparing or changing source documents 
by the auditor should be considered routine or mechanical, hence permissible, if the transactions 
and/or balances are supported by third party documents (where the auditor is not required to re-
compute figures or make any judgment on recognition, classification and measurement of the 
transaction).  If so, the IESBA should consider including such as one of the examples in 
paragraph 290.171 for additional clarity. 

Support noted. Preparing or changing 
a source document is not a service 
that is routine or mechanical.  

 ICAB Yes. Support noted. 

 ICAEW Yes. As with question 7, additional guidance within the code would run the risk of being treated 
as a definition and circumvented in a legalistic manner. 

Support noted. 

 ICAGH The general concept of source documents should be expounded on. The vast bulk of 
documentation for audit nowadays is software generated but nowadays, in practice there is an 
emerging grey line between originally sourced from the client, documentation sourced from the 
client but fonnaned/copied by the auditor from client records or external third party 
documentation. Additional guidelines would be appropriate and will better assist engagement 
teams in their identification of what exactly is source documents. 

Comment noted.  

 ICAP Yes the identification of source documents is clear. Further, reference to making judgments 
regarding identification and development of accounting policies may be included in the first bullet 
point. 

Support noted. 

 ICAS We believe that it is sufficiently clear. Support noted. 

 IMCP We consider it is not sufficiently clear. More details on the definition are required; we even 
experience problems for translation. 

Support noted. 

 ICPAK Yes Support noted. 
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 ICASL Yes Support noted. 

 ISCA  Currently, only purchase orders, payroll time records and customer orders are listed as 
examples of source documents in paragraph 290.167. For additional guidance, it would be good 
to provide more examples. 

Comment noted. 

 IDW No issues. Support noted. 

 JICPA We support the revision because the description of source documents is understandable. Support noted. 

 KICPA The source documents are unlikely to be interpreted into documents automatically generated as 
a result of permitted bookkeeping services, as the current paragraph 290.167 refers to source 
documents as “evidencing the occurrence of a transaction (for example, purchase orders, payroll 
time records, and customer orders”. 

Support noted. 

 MIA We have no further comment on this. Support noted. 

 MICPA After taking into consideration the documents that may be generated by software, MICPA is of 
the view that the meaning and identification of source documents is sufficiently clear. 

Support noted. 

 SAIC SAICA agrees with the suggestions. Support noted. 

 WPK Yes, in our view the meaning and identification of source documents seem sufficiently clear. Support noted. 

 ZICA The meaning and identification of source documents is sufficiently clear, we have got no 
divergent views on the matter. 

Support noted. 

 ANAN The meaning and identification of “Source Document” seems clear with the use of the word 
“Originating Data” as opposed to “Processed Data” Originating Data can only mean a primary 
data inputted into the process in the first instance. But may require further clarification or 
explanation because of the technical nature, and the legal interpretation of electronic documents 
because some documents entail “multi-stage” data processing cycles. 

Support noted. 

 Crowe 
Horwath 

It would be helpful if further examples of “routine documents” were given. Comment noted. 

 DTT Yes. Support noted. 
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 EYG Yes, we believe the meaning and identification of source documents is sufficiently clear. Support noted. 

 GTI We believe the meaning and identification of source documents is sufficiently clear and takes 
into account documents that may be generated by software. 

Support noted. 

 KPMG Yes. Support noted. 

 KRESTON The meaning and identification of source documents is sufficiently clear. Support noted. 

 MAZARS Yes. Support noted. 

 MS This will likely be the subject of some interpretation. Comment noted. 

 PKF Yes, this is a well understood term. Support noted. 

 PwC The Exposure Draft poses a question about “source documents” but as far as we can see no 
related changes have been proposed nor guidance added. There are undoubtedly new issues 
that accountants, notably smaller firms, are facing with the emergence of more sophisticated 
technical solutions to record keeping (such as cloud -based systems) and these would indeed 
appear to merit additional guidance, perhaps by way of FAQs. 

Comment noted. 

 IRBA We agree with the wording. Support noted. 

 Denise 
Juvenal 

The meaning and identification of source documents sufficiently clear, taking into account 
documents that may be generated by software. 

Support noted. 

 SMPC IFAC In our view the meaning and identification of source documents is clear, but could be improved 
by stating “original documents” or “original or source documents” instead of just “source 
documents”.  We also note that many clients are now using cloud based accounting software 
where transactions are automatically downloaded from banks and auto posted to the general 
ledger. In many cases there is not a clear paper trail due to payment by bank transfers or other 
electronic means. In these cases the traditional concept of source documents becomes 
ambiguous. 

Support noted. Comment noted. 

 Altaf Noor 
Ali 

Searched the word “software”; appears to have been used only once in the captioned document; 
in this question only. Either the relevant passage erased or my Adobe Acrobat is corrupt. 

Comment noted. 
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 APESB APESB agrees that the identification of source documents is sufficiently clear. We note that with 
the advent of online software such as cloud based accounting applications, professional 
accountants are increasingly using this online software to record transactions into the client’s 
accounting system. As the documentation is maintained electronically, it may be beneficial for 
IESBA to provide additional guidance in this regard. 

Support noted. 

 ASSIREVI With respect to Question 8 (identification of “source documents”), the terminology used and 
examples provided are sufficiently clear. 

Support noted. 

 DFSA The meaning and identification of source documents is sufficiently clear, taking into account 
documents that may be generated by software. 

Support noted. 

 GAO We find the meaning and identification of “source documents” to be sufficiently clear. The 
IESBA’s description of source documents as evidence of a transaction’s occurrence aligns 
closely with the GAGAS description as “documents providing evidence that transactions have 
occurred.” 

Support noted. 

 IAA The meaning and identification of the source documents are clear, taking into account that these 
documents can be prepared and/or changed and data creation can occur through electronic, 
manual, or other means, which reveal the existence of any type of transaction. 

Support noted. 

 NAO This is sufficiently clear. Support noted. 

 AOB Yes. Support noted. 

Q9. Do the changes proposed to Section 291, specifically the additional requirements to proposed paragraph 291.146, enhance the clarity of a 
management responsibility?  

 ACCA We have nothing further to add in respect of section 291. Much of our response above is also 
relevant to this section, and we would particularly like to highlight our response to question 4. 

Comment noted. 

 AIA Yes, we believe they do. Support noted. 

 AICPA Consistent with our response to question 4 with respect to Section 290, we support the 
prerequisite set forth in paragraph 291.146 concerning the responsibilities of client management 
and believe they will help reduce the possibility that a firm will assume a management 

Comments noted. See above. 
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responsibility. We also believe such a prerequisite will mitigate the self-review and self-interest 
threats associated with the provision of non-assurance services.  

Paragraph 291.146 is relatively clear, however, we propose the following edits: 

• The third bullet of paragraph 291.146 may present challenges, as the sentence “Accepting 
responsibility for the actions to be taken arising from the results of the services,” is broad 
and may be confusing. A more direct phrase that should be considered would be “Accepts 
responsibility for the results of the services”; and 

• The lead in sentence to the bullets should be edited as such “This includes ensuring being 
satisfied that that client’s management…” to avoid the use of absolute terms. 

• The notion of significance should be added back to paragraph 291.146 as follows: “…client 
management makes all significant judgments and decisions that are the responsibility of 
management.” This would make the language more consistent with the language in 
paragraph 291.143 which states that a management responsibility includes making 
“significant decisions regarding the acquisition, deployment and control of human, financial, 
physical, technological and intangible resources.” 

 CCPCR Improve clarity.  

 CPA Au Yes.  

 HKICPA We refer to our comments in response to question 4, which also apply to proposed paragraph 
291.146. 

Comments noted. See above. 

 ICAB Yes. Support noted. 

 ICAEW Within the overall context of our comments on s290, the changes seem reasonable for s291. Support noted. 

 ICAGH Yes it does. We have however suggested a qualitative improvement through the inclusion of the 
phrase "not limited to" inserted to enable engagement teams understand that the list is not 
exhaustive. 

Support noted. 

 ICAP Agreed. Support noted. 

 ICAS We have no objections to the proposed changes Support noted. 
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 IMCP Yes, they do. Support noted. 

 ICPAK Yes, the changes proposed to Section 291 enhance the clarity of a management responsibility. Support noted. 

 ICASL Yes Support noted. 

 ISCA Yes, they do Support noted. 

 IDW We understand the desire to preclude a self-review threat by ensuring an auditor cannot provide 
services that a client “accepts blindly” due to ignorance of the matter(s) involved.  

In our opinion, the proposal may prove difficult in practice, especially in the audit of smaller 
entities, or where a service requires a particular skill set. The Code will effectively prevent the 
auditor providing non-assurance services to an audit client if that client is unable to fulfil the 
requirements set forth in paragraph 290.165, by designating one individual. It may be easy to 
designate an individual as responsible for the client’s decisions – whether that same individual 
can possess suitable skill, knowledge and experience as proposed in this paragraph may be 
challenging for some SMEs, especially those with few staff, and a need for expert services. It 
may also be challenging for larger entities where the skill sets lie with junior staff not authorized 
to make management decisions. 

The way the first bullet point of this paragraph is drafted the auditor has to decide whether the 
client-designated individual fulfils each of the listed criteria, and, if not, decline to provide the 
particular service. Thus the auditor will have to effectively tell the client that a lack of skill, 
knowledge and experience of the matter at decision-making level will preclude the auditor 
assisting the client in that particular service area. Not only may the relationship of trust in the 
auditor in an SME environment be “damaged” by such a contention, the client will be forced to 
seek the service elsewhere (potentially at lower quality, or at a higher cost when synergies due 
to audit knowledge are lost). There is unlikely to be real understanding from clients in such 
circumstances, and we suspect that auditors might seek to avoid confrontation of this nature by 
being overly optimistic in their assessment of client competencies, which is also not desirable.  

In our view, the requirement for client management to take responsibility for its decisions, 
understand the service and respective responsibilities, should suffice from an SME perspective. 
Even in larger entities, requiring suitable skill, knowledge and experience of one and the same 
individual who also has to have appropriate decision-making authority is overly prescriptive. This 

Comments noted. 
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is compounded by the deletion of “significant” in the first sentence of paragraph 290.165, such 
that it applies to all potential services and all management decisions resulting therefrom. As 
noted above, we believe a de minima threshold would also be appropriate in this context. 

 JICPA We support the revision because this clarifies the provision. 

However, we recommend the IESBA inserts the following sentence below the examples provided 
in paragraph 291.144 since management responsibilities, that are related to the subject matter 
and subject matter information of an assurance engagement provided by the firm, may differ. 

“The activities to be considered a management responsibility may differ depending on the 
subject matter and subject matter information of an assurance engagement provided by the firm.” 

Support noted. 

 KICPA KICPA supports this proposed provision that is designed to supplement safeguards to ensure 
that a firm does not assume management responsibilities in relation to the performance of non-
assurance services. 

Support noted. 

 MIA It would be clearer if the IESBA could clarify that where informed client management is absent, 
the threats created would be so significant that no safeguards can eliminate or reduce the threats 
to an acceptable level.   

Whilst we agree with the provision under paragraph 290.165 requiring existence of informed 
client’s management, we feel that the last sentence of paragraph 260.165 “the individual is not 
required to possess the expertise to perform or re-perform the services” adds little value and may 
give rise to confusion for the users of the Code.  Thus, we suggest it be removed.  

In addition to the above, we suggest expanding paragraph 290.165 to not just “an individual” but 
also “individuals” to cater to situation whereby companies have officers with joint responsibilities. 

In addition, we suggest that the term ‘significant’ in paragraph 291.143 should be removed to be 
consistent with Section 290. 

Comment noted. 

 MICPA MICPA agrees that the changes proposed to Section 291 enhance the clarity of a management 
responsibility. 

Support noted. 

 SAIC Yes, we believe it enhances the clarity.  The only issue which might be a challenge is in the 
application of the section to small and potentially medium sized clients. These clients do not 
have sufficient staff with sufficient knowledge and skill to be able to implement this section. In 

Support noted. 
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practice, the audit partner or audit manager would have to explain to the client what the 
requirements are in terms of the framework used and any applicable laws and regulations that 
need to be complied with. In practice, the client would “sign off” on the services provided without 
really understanding the technicalities of the services. 

We would like to add the following additional comment, as we note that the word significant has 
not been removed in paragraph 291.143. We question whether this should agree with the 
changes in paragraph 290.162. 

 WPK From our point of view, the clarity of a management responsibility is improved by the changes 
proposed to Section 291. This is also particularly true for the additional requirements to proposed 
paragraph 291.146. 

Support noted. 

 ZICA The proposed change to Section 291, would enhance the clarity of a management responsibility. Support noted. 

 ANAN ANAN believes the proposed changes to section 291 especially the additional requirements 
which states that: - “Client’s Management designates and individual preferably within 
Management, who possess suitable skills, knowledge and experience to be responsible at all 
times for the clients decisions …….” and the others actually enhanced the clarity of Management 
responsibility. 

Support noted. 

 Crowe 
Horwath 

Management responsibility is clearly expressed by the proposed changes. Support noted. 

 DTT Our response to question 4 above would also be applicable to Section 291 . 

We also note that the word "significant" was not deleted in paragraph 291.143, whereas it was 
deleted in the corresponding paragraph 290.162.  Tt is unclear whether this is an error or 
whether the Board intended that the significance of the decision be relevant when defining 
management responsibilities in respect of the provisions of assurance services to non-audit 
clients. 

Comments noted. See above. 

 EYG Yes, the changes proposed to Section 291 enhance the clarity of management responsibility.  
However we suggest that the term “significant” be added back to Section 291.146 consistent with 
our earlier response to question 2 and with paragraph 290.162.   

Support noted. Comment addressed 
with deletion of the term significant. 
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 GTI Yes, the proposed changes to section 291, specifically the additional requirements that are being 
proposed to paragraph 291.146, enhance the clarity of management responsibilities. 

Support noted. 

 KPMG We believe that the prerequisite will help to ensure that the firm does not assume a management 
responsibility. 

Support noted. 

 KRESTON A challenge in understanding and applying the prerequisite set out in paragraph 290.165 is 
determining the level of effort that is required by the firm to be satisfied that the individual 
designated by management possesses suitable skill, knowledge and experience.  This may be 
especially difficult in the case of new clients where the firm does not have a history of working 
with the individual. 

A further challenge would arise if the firm was not satisfied with the skill knowledge and 
experience of the designated individual and what actions would be needed in those 
circumstances. 

Comment noted. 

 MAZARS Yes. This is consistent with our response to the proposed changes to Section 290.165 described 
above. 

Support noted. 

 MS They do. Support noted. 

 PKF Yes, specific additions of references to the subject matter enhances clarity of the requirements. 
Also see response to Question 4 above. 

Support noted. 

 PwC The proposed changes to 290.165 do not appear to add substantively to the guidance and 
requirements and would not likely change behaviour.  The suggestion that this individual should 
assess the “adequacy” of the results of the service provided by the firm suggest that they are 
performing some sort of quality control and this does not seem to fit well in this context. 

We note that no justification is given for the deletion of the safeguard in 290.165 whereby the risk 
of undertaking a management responsibility is reduced “when the firm gives the client the 
opportunity to make judgements and decisions based on an objective and transparent analysis 
and presentation of issues”. We regard this as a sensible and effective safeguard and are 
surprised by its deletion. 

Comment noted. 

 IRBA Our response to question 2 above would also be applicable to Section 291. Comment noted. 
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We also note that the word “significant” was not deleted in paragraph 291.143, whereas it was 
deleted in the corresponding paragraph 290.162.  It is unclear whether this is an error or whether 
the Board intended that the significance of the decision be relevant when defining management 
responsibilities in respect of the provisions of assurance services to non-audit clients. 

 Denise 
Juvenal 

Yes, The changes proposed to Section 291, specifically the additional requirements to proposed 
paragraph 291.146, enhance the clarity of a management responsibility. 

Support noted. 

 SMPC IFAC We recognize the intention for the changes to ensure that there is no risk of a self-review threat 
by the auditor and clarify that they are not to assume management responsibility. However, we 
believe that from an SMP/SME perspective, the requirement for management to take 
responsibility for all judgments and decisions and understand the non-assurance services being 
provided should be sufficient and the new level of detail in paragraph 290.165 is overly 
prescriptive. It may also be interpreted as management having to delegate responsibility, and so 
weaken its decision making process. For example, in larger entities where the skill sets lie with 
junior staff not authorized to make management decisions. In our view this section could be 
simplified, whilst keeping the main messages clear. 

It may also be particularly challenging for some SMEs that lack in-house experts possessing the 
required “suitable skill, knowledge and experience” and understanding of the “objectives, nature 
and results of the services” at the decision-making level for the service to then be undertaken in 
accordance with 290.165. SMEs could be disproportionally impacted by these requirements due 
to having fewer staff and a need for access to expert services from outside the organization. The 
proposed changes may be difficult in practice as the auditor will have to communicate to a client 
that a lack of skill, knowledge and experience of the matter at decision-making level will preclude 
the auditor assisting the client in that particular service area. Such a contention may damage the 
relationship of trust between the auditor and the client and have significant unintended 
consequences as the client could be forced to seek the service elsewhere. This could result in 
services being provided at lower quality and a higher cost as synergies due to audit knowledge 
are lost. In our view, this would neither be desirable nor in the public interest. 

Comments noted. 

 Altaf Noor 
Ali 

No. The auditor should not render any service other than the audit to the client where the firm is 
so appointed. 

Comments noted. 
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 APESB APESB is supportive of the enhanced guidance proposed by IESBA in terms of an individual 
from the client’s management team with suitable skill, knowledge and expertise overseeing the 
non-assurance services provided by the external auditor. 

Similar to our comments in respect of specific issue 4, we question the inclusion of the new 
guidance which states that the person who is overseeing the services is not required to possess 
the expertise to perform or re-perform the services. In the majority of instances in Australia, it is 
likely that the individual who is overseeing the services from the client will have the necessary 
skills to perform or re-perform the services provided by the professional accountant or at least 
have sufficient knowledge to direct another person to perform the service. We believe that this 
additional guidance can be deleted without impacting the key requirements in the prerequisite. 

Support noted. 

 ASSIREVI We have no comments with respect to the changes proposed to Section 291. Support noted. 

 DFSA The DFSA believes that the proposed changes enhance the clarity of a management 
responsibility. 

Support noted. 

 GAO In general, we agree with the IESBA’s changes to section 291, including those in proposed 
paragraph 291.146. Our comments on section 290 apply here as well. We are providing the 
following additional comment with respect to section 291. 

Draft paragraphs 291.145 and 291.146, which discuss the provision of non-assurance and 
assurance services to the same client, appear to use “subject matter and subject matter 
information” and “subject matter or subject matter information” interchangeably. We prefer the 
phrasing “subject matter or subject matter information” because it clarifies that the firm’s 
provision of a non-assurance service related to the subject matter of the assurance engagement 
could threaten or impair independence regardless of whether the non-assurance service relates 
to the subject matter information. Consequently, we recommend using the phrase “subject matter 
or subject matter information” throughout these two paragraphs.  

Support noted. Comments noted. 

 IAA As mentioned above, specifically in point four concerning paragraph 290.165, it can be clearly 
identified and understood what the requirements for the provision of non-assurance services, 
also functions to be performed by the audit client are highlighted as the creation of judgments 
and decisions.  

Note: Paragraphs 290.165 and 291.146 express the same idea regarding additional 

Support noted. 
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requirements for the provision of non-assurance services and the decisions of management 
responsibilities to be performed by the customer. 

 IMA As stated in our letter, we agree with paragraph 290.164 that a firm should never assume a 
management responsibility for an audit client. We do not agree that providing advice, 
recommendations, or other actions “to assist management in discharging its responsibilities is 
not assuming a management responsibility.” Directly assisting management means that the audit 
firm’s actions must be closely aligned with and performed under the direction of the client. These 
actions are too likely to result in the loss of independence. 

The challenges to audit independence contained in paragraph 290.165 are many. By requiring 
management to “oversee the services,” the audit firm could become close to being a business 
partner. Furthermore, we believe it is not feasible for smaller or medium size organizations to 
have employed a client individual that would have the requisite knowledge, skills, and experience 
to be able to effectively oversee a firm’s performance of the non-assurance services. 

Comments noted. 

 NAO Please see our response to question 2 regarding the definition of a management responsibility, 
which is repeated here and which we do not believe is accurate. 

The additional requirements of paragraph 291.146 are helpful in ensuring that client 
management takes responsibility for decisions that are rightly theirs in relation to non-assurance 
services. 

Comments noted. 

 AOB AOB supports the proposed amendments as more clarity is provided with regard to the level and 
type of competence expected in an individual designated by management to make all 
judgements and decisions that are the responsibility of management.  

However, depending on the talent pool, such prerequisites may pose a challenge to the 
identification of suitable candidates who match the proposed profile, i.e. preferably within senior 
management, who possesses suitable skill, knowledge and experience to be responsible at all 
times for the client’s decisions and to oversee the services, etc. 

Support noted. 

Q10. Are the examples of management responsibilities in paragraph 291.144 appropriate? 

 ACCA As previously explained in respect of paragraph 290.163, we would largely agree with the 
examples provided, and with the deletion of the word ‘generally’. However, for reasons already 

Support noted. Comments noted. 
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explained, we would support a more principles-based approach, and we would prefer the first 
sentence of paragraphs 290.163 and 291.144 to be retained. (Please see our specific comments 
under question 3 above, which include drafting suggestions.) 

 AIA Yes, but our comments pertaining to question 3 (above) are also relevant here. Comments noted. 

 AICPA Consistent with our response to question 3 with respect to Section 290, the examples of 
management responsibilities in paragraph 291.144 are appropriate with the exception of the 
example that states: “Control or management of bank account investments.” We believe that the 
possession of any client asset is a management responsibility and do not believe the example 
should be limited to one class of asset. 

Comments noted.  

 CCPCR The establishment of policies and strategic direction are faculties of the deliberative body not so 
much of the managers of organizations that must comply with and enforce the policies and rules 
that determine the higher level. 

Comments noted. 

 CPA Au Yes. Support noted. 

 HKICPA We refer to our comments in response to question 3, which also apply to proposed paragraph 
291.144. 

Comments noted. 

 ICAB Yes. Support noted. 

 ICAEW See response to question 3 above in paragraphs 7 and 8. (run the risk of being treated as a 
definition and being circumvented in a legalistic manner.) 

Comments noted. 

 ICAGH Yes it does. We have however suggested a qualitative improvement through the inclusion of the 
phrase. 'not limited to" inserted to enable engagement teams understand that the list is not 
exhaustive. 

Support noted. 

 ICAI-India We agree with the new examples of activities incorporated in the ‘Management Responsibilities’ 
in Sections 290.163 (Audit clients) and 291.144 (Assurance clients). 

Support noted. 

 ICAP Agreed. Support noted. 

 ICAS We believe the examples of management responsibilities are appropriate.  However, we suggest 
extending the sixth bullet of paragraph 291.144 to read:  

Support noted. 

Agenda Item 7-B 
Page 89 of 100 



NAS – Compilation of Responses to Specific Questions 
IESBA Meeting (October 2014) 

 

# Respondent Respondent’s Comment Proposed Resolution/Notes 

“Control or management of bank accounts, investments, working capital or other assets” 

 IMCP We believe that they are appropriate. We only suggest adding "Risk management", as part of the 
"implemented strategic direction policies." 

Support noted. 

 ICPAK We are in agreement that the examples are appropriate. Support noted. 

 ICASL Yes Support noted. 

 ISCA We noted that “supervising activities for the purpose of management oversight” has been added 
as an example of management responsibility. We are of the view that this duplicates the third 
bullet point “Directing, supervising or taking responsibilities for the actions of employees in 
relation to the employees’ work for the entity”. Hence, we would suggest that the example of 
“supervising activities for the purpose of management oversight” be removed. 

Comments noted. 

 IDW No issues. Support noted. 

 JICPA We support the revision because the examples in paragraph 291.144 are understandable. Support noted. 

 KICPA The examples are considered to provide the greater clarity with more guidance and clarification 
as to what constitutes management responsibilities. 

Support noted. 

 MIA We have no further comment on this. Support noted. 

 MICPA Yes, the examples in paragraph 290.163 are appropriate. Support noted. 

 SAIC Yes, the additional examples are acceptable. The first example dealing with strategic direction 
should be removed as strategic direction is not set by management, but is a board responsibility. 

Support noted. 

 WPK The examples of management responsibilities are appropriate. Support noted. 

 ZICA The examples of management responsibilities in paragraph 291.144 appear to be appropriate. Support noted. 

 ANAN The examples given of management’s responsibilities in paragraph 291.144 seem appropriate in 
ANAN’s view. 

Support noted. 

 Crowe 
Horwath 

The list of management responsibilities is appropriate, but in the interests of clarity, IESBA may 
wish to strengthen the emphasis that this is a list of “examples” Support noted. 
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 DTT While i t is useful to provide examples of management responsibilities, there are a number of 
cases where the language should be further clarified or expanded .  For example: 

• It is not clear what is meant by the example "Supervising activities for the purpose of 
management oversight." It should be clear that undertaking a supervisory activity would be 
considered a management responsibility only if undertaken on behalf of management.  We 
therefore suggest amending the proposed example to "Supervising activities in an ongoing 
oversight role on behalf of management." 

• With respect  to the example "Setting policies and strategic direction", we believe that 
additional explanatory language should be included to clarify the audit firm could advise the 
client as management develops policies and strategic direction, but the audit firm could not 
make any management decisions on which policies to adopt and strategic direction to take. 

We do not agree with the removal of the word "generally" in the lead-in to the bullets in 
paragraph 290.163. This deletion removes the ability for any judgment to be exercised in 
situations where the particular circumstances may not in fact create any significant threat to 
independence. Moreover, we believe that creating a '•blacklist" of activities that are considered to 
be prohibited management responsibilities, without any consideration of the significance or 
circumstances of the activity, may lead to unintended consequences. 

For example, the Board has proposed adding a prohibition on the audit firm having control of a 
client bank account in all circumstances. We agree in principle that the audit firm should not have 
control of an audit client's bank account. However there are several jurisdictions in which serving 
as the liquidator in the solvent liquidation of a related entity of an audit client is a permissible 
service and is not considered to create significant threats to independence, provided certain 
safeguards are in place. In this situation, the audit turn may have legal control of a client bank 
account even though it holds no funds. In such circumstances it is unclear how such an activity 
would impair independence. 

Another example is the prohibition on directing and supervising the actions of employees; this 
would seem to preclude an audit turn from using internal auditors to provide direct assistance 
under the direction, supervision and review of the external auditor, which is a permitted activity 
when undertaken in compliance with ISA 610.  We suggest that the Board clarify that this is not 
the intention of the proposed example by considering the following updated language:  "Di 

Comments noted. 
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recting, supervising or taking responsibility for the actions of employees in relation to the 
employees' work for the entity except to the extent permitted when using internal auditors to 
provide direct assistance under auditing or assurance standards." 

Additionally, the same example as currently drafted may indicate a prohibition on an audit firm 
being engaged to act as a project manager with respect to an audit client project and it is not 
known if this was the intention of the Board.  We do not consider that a professional engagement 
to provide project management expertise to an audit client should be deemed a prohibited 
activity as long the threats to independence are evaluated and the necessary safeguards are in 
place. 

Finally, we suggest that the Board consider amending paragraph 290.164 as follows: "Subject to 
compliance with paragraph 290.165, providing advice and recommendations to assist 
management in discharging performing its responsibilities is not assuming a management 
responsibility." 

 EYG Yes, we believe the examples of management responsibilities in paragraph 291.144 are 
appropriate.  However we believe that the possession of any client asset is a management 
responsibility and do not believe that the example should be limited to one type of asset. 

Support noted. 

 GTI Yes, we believe the examples of management responsibilities in paragraph 291.144 are 
appropriate. 

Support noted. 

 KPMG We believe the examples listed in paragraph 291.144 are management responsibilities. Support noted. 

 KRESTON The examples are appropriate although preparation of financial statements is not included on this 
list. 

Support noted. 

 MAZARS Yes, these are consistent with paragraph 290.163. Support noted. 

 MS It follows that this paragraph reflects paragraph 290.163. Support noted. 

 PKF Yes, the examples are appropriate. Also see response to Question 3 above. Comments noted. 

 PwC The additional examples added in 290.163 are admittedly activities that would appear to be 
management responsibilities but it is not clear why additional examples are necessary.  Further 
the deletion of the word “generally” again seems innocuous enough but, coupled with the 

Comments noted. 
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removal of the word “significant”, seems to have removed the ability to apply appropriate 
professional judgement in specific circumstances in determining what is a “management 
responsibility. This would be regrettable in our view. 

 IRBA Our response to question 3 above would also be applicable to Section 291. 

We notice that while paragraph 290.163 provided the following example, “Taking responsibility 
for the preparation and fair presentation of financial statements in accordance with the applicable 
financial reporting framework”, S291.144 has not provided a similar example for the other 
assurance section.  

We believe that the following example should be provided in paragraph 291.144 “Taking 
responsibility for the preparation of subject matter information in accordance with the applicable 
criteria”. 

Comments noted. 

 Denise 
Juvenal 

Yes, the examples of management responsibilities in paragraph 291.144 are appropriate. Support noted. 

 SMPC IFAC We recognize the intent behind including the examples of management responsibilities in 
paragraph 290.163. However, we are concerned that expanding the section is likely to directly 
impact SMEs and their SMPs as the examples are often considered grey areas and therefore do 
require careful consideration. In the SME environment the audit firm can be asked to support the 
client in unusual ways. This may involve being asked to keep safe custody of certain permanent 
records or minute books, to assist with the preparation of particular board motions, or for their 
opinion on policy development. This does not mean that the auditor is assuming management 
responsibility, merely that they are lending their expertise in such matters to the client. 

Overall, we would support a more principles based approach in determining management 
responsibilities rather than the proposed specific and rigid changes. In particular, we do not 
agree with the deletion of the first sentence in paragraph 290.163 because the examples of 
activities considered to be management responsibility are meant to be just that – examples. The 
determination of what other activities may be considered management responsibility will require 
the auditor’s professional judgment and will depend on the circumstances.  

We are concerned that the fifth bullet point “supervising activities for the purpose of management 
oversight” is unclear. If management performs the oversight using, for example, a report by the 

Comments noted. 
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auditor on certain activities it could be questioned whether this constitutes supervision. The 
activities could be either an agreed-upon-procedures or a forensic audit engagement or may 
even be similar to internal audit services. We would assume that if the auditor is actually carrying 
out management oversight itself this would actually constitute taking on the management role. 
We would encourage the IESBA to clarify this point. 

We are also concerned that the inclusion of the new word “supervising” in the third bullet point 
could have a significant impact for SMPs and their SME clients – “Directing, supervising or taking 
responsibility for the actions of employees in relation to the employees’ work for the entity”. For 
example, there may be instances where it might be necessary for the auditor to ‘supervise’ the 
employees’ procedures and potentially avoid necessary last minute reprocessing and 
adjustments. 

 Altaf Noor 
Ali 

Auditor should not accept any non-assurance service for any client. 

For us, anything other than audit involves an element of management in some capacity. 

On its own, these examples are reasonable. 

Comments noted. 

 APESB The examples of management responsibilities in paragraph 291.144 appear to be appropriate as 
they encompass relevant management responsibilities of an organisation’s functions such as 
finance, human resource, operational and administrative responsibilities.  

In accordance with our comments in respect of specific issue 3, we believe that the list could be 
enhanced with the inclusion of examples that cover management responsibilities such as 
monitoring of performance and management of information systems in accordance with our 
comments on section 290.  

The proposed additional examples for IESBA’s consideration are: 

• Monitoring performance of the entity against established criteria determined by those 
charged with governance. 

• Taking responsibility for the design, implementation, and maintenance of the entity’s 
information systems. 

Support noted. 

 ASSIREVI we have no comments with respect to the examples of management  responsibilities Support noted. 

 DFSA The DFSA is also of the view that the examples of management responsibilities are appropriate. Support noted. 
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Further, the relocation of the guidance pertaining to administrative services into its own 
subsection should provide greater clarity. 

 GAO Our response to question 3 on the examples of management responsibilities in section 290 
applies here as well. Since firms could conduct performance audits in accordance with the direct 
engagements provisions of International Standard on Assurance Engagements 3000 under 
section 291, we recommend adding the following example of a management responsibility that 
would impair independence:  

Developing a client’s performance measurement system when that system is significant to the 
subject matter of the assurance engagement. 

Comments noted.  

 IAA As mentioned above specifically in point three concerning paragraph 290.163, the examples 
given in paragraph 291.144 are appropriate considering that the management responsibility 
should include planning, organizing, administrative, management and control tasks.  

Note: Paragraphs 290.163 and 291.144 express the same idea regarding the examples of 
management responsibilities. 

Comments noted. Support noted. 

 IMA As stated in our letter, we believe that because of their importance, implementation of strategic 
plans and initiatives should be added to the examples in this paragraph. 

Comments noted. 

 NAO We disagree with the proposed change and do not believe the new description is an accurate 
description of what constitutes a management responsibility. Together, the deletion of the word 
"significant" and the addition of the word "controlling" in paragraph 290.162 means that many 
activities of relatively junior staff in an entity could be construed as being "management 
responsibilities". This is not an accurate description of the plain meaning of the phrase. In the 
context of ethics, and the restrictions placed on roles involving management responsibilities, this 
definition does not make sense. 

A particular concern we have relates to the limited circumstances in which loan staff assignments 
are permitted under section 290.140 of the current Code. The redefinition of management 
responsibility would effectively mean that no useful temporary staff assignments could be 
undertaken. As a Supreme Audit Institution, where by law, we are responsible for the audits of 
every entity within the central government sector, temporary staff assignments are important to 
us to build sector knowledge in our audit staff and enable us to meet our statutory responsibilities 

Comments noted.  
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effectively. Such assignments would breach the Code if the definition of management 
responsibilities is amended in this way. If IESBA wishes to have truly general purpose standards 
suitable for all audits, we would recommend it engages with the Supreme Audit Institution 
community to ensure that the standards and restrictions reflect the risk profile across all audits, 
not just those in the private sector. 

 AOB AOB is of the view that the examples in para 291.144 of the Code allow for more clarity to the 
definition of management responsibilities. However, it is crucial to be mindful that the list is non-
exhaustive. 

Support noted. 

Q11. Does the relocation of the guidance pertaining to administrative services provide greater clarity?  

 ACCA We believe that the benefit of relocating this guidance in section 291 is less than the benefit 
anticipated in respect of section 290. We would reiterate our suggestion that the proposed 
changes in respect of non-assurance services provided to assurance clients should be delayed 
until improvements to the structure of the Code have been established. (See our overall 
comments and responses to questions 1 and 5.) 

Support noted. 

 AIA Yes, but our comments pertaining to question 7 (above) are also relevant here. Support noted. 

 AICPA We believe the relocation and redrafting of the guidance pertaining to administrative services 
provides greater clarity. 

Support noted. 

 CCPCR We do thing so. Support noted. 

 CPA 
Canada 

The “and” in the last sentence in paragraph 291.145 should be replaced with “or” as follows – “If 
the firm assumes ... the firm shall ensure that the management responsibility is not related to the 
subject matter OR subject matter information…” 

Comments on this paragraph parallel the response to the related material in Section 290 above. 

Support noted. 

 CPA Au We support relocation of this guidance. The administrative services subsection could be further 
clarified by specifying that provision of administrative services are not considered to be adoption 
of management responsibility. 

Support noted. 

 HKICPA We refer to our comments in response to question 6, which also apply to proposed paragraph 
291.150. 

Comments noted. 
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 ICAB Yes. Support noted. 

 ICAEW Yes, subject to the comment about ‘control’ referred to above in paragraph 7. Support noted. 

 ICAGH Yes. By removing it from the general body, it allows the reader to focus on and clearly identify 
the composition of administrative services. 

Support noted. 

 ICAP Yes it is. Support noted. 

 ICAS From the perspective that this material is now contained separately within its own paragraph, we 
believe that it does provide greater clarity. That said, greater clarity would be achieved by 
inserting a subheading entitled “Administrative Services” i.e. replicating the approach as per 
paragraph 290.166. 

Support noted. 

 IMCP Yes, it does. Support noted. 

 ICPAK Yes Support noted. 

 ICASL Yes it does Support noted. 

 ISCA Yes, it does Support noted. 

 IDW We support the proposal to identify this section alone. 

In our opinion, the nature or likely magnitude of the services listed as examples will not be such 
that their provision will create a threat to auditor independence. Paragraph 290.166 states that 
providing such services does not generally create a threat to independence and refers to the 
need to evaluate the significance of any threat and apply safeguards as necessary. We have 
difficulty envisaging any circumstances when administrative services might threaten auditor 
independence, certainly to the extent where the threat might need elimination. Auditor and audit 
oversight authorities will be unsure how to deal with this section. We therefore suggest either the 
last sentence be deleted and the word “generally” be deleted in the penultimate sentence, or 
examples be provided as to when the IESBA envisages a threat could arise. 

Support noted. 

 JICPA Please refer to the response to question 6 above. Comments noted. 

 KICPA The current paragraph 290.164 further explains management responsibilities, instead of 
considered as another subsections on non-assurance services. Thus, we believe maintaining the 

Support noted. 
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current structure of the Code increases the clarity of the Code. 

 MIA We agree with the enhanced guidance pertaining to administrative services. Support noted. 

 MICPA MICPA agrees that the relocation of the guidance pertaining to administrative services provides 
greater clarity. 

Support noted. 

 SAIC Yes, we believe it provides greater clarity. Support noted. 

 WPK The relocation of the guidance pertaining to administrative services might provide greater clarity. Support noted. 

 ZICA The Institute welcomes the proposal and believes that the relocation of the guidance pertaining 
to administrative services would provide greater clarity. 

Support noted. 

 ANAN The said relocation as far as ANAN is concerned does not change the level of clarity in any way. Support noted. 

 Crowe 
Horwath 

The guidance is clear and well presented. Support noted. 

 DTT As noted previously, the mere relocation of a paragraph from one section of the Code to its own 
subsection does not necessarily provide further clarity into what is a management responsibility . 
We consider that our previous comments regarding ways in which to add further clarity in the 
area of administrative services is applicable to Section 291 of the Code as well. 

Comment noted. 

 EYG Yes.  The relocation and re-drafting of the guidance relating to administrative services provides 
greater clarity. 

Support noted. 

 GTI Yes, the relocation of the guidance pertaining to administrative services provides greater clarity. Support noted. 

 KPMG Yes. Support noted. 

 KRESTON The relocation of the guidance on administrative services does provide greater clarity. Support noted. 

 MAZARS Yes. Support noted. 

 MS Relocation helps to provide greater clarity. Support noted. 

 PKF See response to Question 6 above. Comments noted. 

 PwC With regard to services that are “routine and administrative” we note the proposed deletion of Comments noted. 
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extant paragraph 290.164.  We find the replacement paragraph (290.166) not as clear as the 
extant code in that there is no statement that such services are not deemed to be a management 
responsibility and there is no clear link to the preceding provisions. Moving the discussion does 
not appear to enhance understanding. 

 IRBA We believe that the relocation provides clarity on what is meant by administrative services in the 
Code. The clarity that it involves “little or no professional judgement and are clerical in nature” is 
an important distinction that can be used to test if services are truly administrative services. 

We agree that the wording of paragraph 291.150 especially the word “generally” as it anticipates 
the possibility that what is perceived by the registered auditor as administrative services may 
create a threat to independence. 

We support the overriding requirement that the registered auditor is required to consider threats 
to independence and possible safeguards. 

Support noted. 

 Denise 
Juvenal 

Yes, The relocation of the guidance pertaining to administrative services provide greater clarity. Support noted. 

 SMPC IFAC We support the relocation of the paragraph 290.166 to its own section.  

It is not clear whether the examples intend to cover company secretarial services. The example 
of preparing statutory forms for client approval seems to indicate it does, but it may be more 
understandable if this could be specifically provided as an example. This is one area for which it 
would be helpful to clarify the Code for SMPs. 

Revised paragraph 290.166 states that “Providing such services does not generally create a 
threat to independence”. We have difficulty envisaging circumstances when administrative 
services might threaten auditor independence and believe that auditors and audit oversight 
authorities may be unsure how to deal with this section as the inclusion of the word “generally” 
implies that this is not always the case. We therefore suggest examples be provided as to when 
the IESBA envisages a threat could arise, or the word “generally” be deleted. 

Support noted. 

 Altaf Noor 
Ali 

We are not sure. Paras 290.166 and 291.150 are identical. Comment noted. 

 APESB APESB agrees that the relocation of the guidance pertaining to administrative services into its Support noted. 
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own subsection provides greater clarity. 

 ASSIREVI We have no comments in relation to the relocation of the guidance pertaining to administrative 
services. 

Support noted. 

 GAO Including the administrative services guidance in its own subsection is appropriate.  

We disagree with the continued inclusion of “monitoring statutory filing dates, and advising an 
audit client of those dates” as an example of a service that does not generally create a threat to 
independence. We view the monitoring of compliance with any statutory requirement as an 
internal control function that should be performed by the audit client’s management. We 
recommend that the IESBA remove the reference to monitoring statutory filing dates as an 
example of a routine task. 

Support noted. 

 IAA Yes, because greater clarity is given on the services audit firms may perform and it also allows 
the identification and understand of management responsibilities. Whether audit firms provide 
non-assurance services or not, the auditor should not assume management responsibilities, it is 
the client management who is responsible for making judgments and taking appropriate 
management decisions. 

Support noted. 

 IMA We find it difficult to understand why an organization would contract with an independent 
professional accountant to perform clerical tasks that are “routine and mechanical.” As noted in 
our letter, the SOX statute precludes audit firms from performing “bookkeeping or other services 
related to the accounting records or financial statements of the audit client” for public interest 
entities in the U.S. 

Comments noted. 

 NAO We do not object to the proposed relocation of this guidance, but do not think that it enhances 
the guidance either. Questions about activities of this nature are raised as soon as management 
responsibilities begin to be defined, so arguably it is better left in its original position. 

Support noted. 

 AOB Yes. Support noted. 
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