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Non-Assurance Services— Analysis of Overarching Issues and Comments by ED-paragraph Number with Task Force Responses
As of August 2020

ED §

Comment (ED §)

Respondents

TF Response

OVERARCHING ISSUES
1

ISSUE A

• Recommend delay of finalization of NAS and Fees Projects until
after PIE definition project is concluded
• Scale and pace of changes to the Code is excessive
• Successful global adoption would be assisted by prior
understanding of revised PIE definition prior to introduction of
proposals
• Technology TF proposals in relation to non-assurance services
should be consulted on and agreed prior to the non-assurance
services amendments to the Code becoming effective. They
should also have the same application date.
• Effective date should be considered in light of burden on audited
entities and firms in current circumstances
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NASBA, AICPA,
MIA, CAI, CPAA,
HKICPA, ICAB,
ICAS, IDW, WPK,
BDO, DTTL, EY,
KPMG, MOORE,
CAQ, SMPC

The IESBA Board provided direction in July 2020 that:
• Revisions to NAS provisions in the Code should be
finalized in December 2020,
• the effective dates of the revisions arising from the
PIE, NAS and Fees projects will be coordinated to
provide an appropriate transition for adoption and
implementation of the changes,
and
• having regard to the concerns that have been
expressed relating to the effect of the pandemic and
the time required to put in place procedures etc. to
implement such revisions.
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ED §

2

ISSUE B

Comment (ED §)

Respondents

TF Response

• Object to removal of materiality qualifier
• Concerned at move away from threats and safeguards approach
to rules
• Proposal to disallow immaterial services seems illogical as
immaterial item cannot present threat to independence
• No evidence that threat from SRT warrants prohibitions
• Concerned that IESBA assuming role of regulator, rather than
standard-setter
• Code’s RITP test would be an appropriate safeguard
• Do not accept that SRT cannot be addressed by safeguards
• Likely to lead to increase in immaterial breaches

CNCC, MIA, NBA,
ASSIREVI, CPAA,
ICAEW, ICAI, IDW,
IPA, JICPA,
KICPA, MICPA,
NBAAT, WPK,
MAZARS, NEXIA,
PwC, SMPC

The IESBA Board provided direction in July 2020 to
maintain the approach adopted in the ED - to retain
the withdrawal of the materiality qualifier from the NAS
provisions in the extant Code because:
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• Prohibition is consistent with conceptual framework
because it is based on view that no effective
safeguards are available for SRTs
• §R400.80 to §R400.89 (extant Code) provide
effective regime to address breaches whether minor
or not
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ED §

3

ISSUE C

Comment (ED §)

Respondents

(i) Provisions should apply to parent undertakings of PIEs even if
unlisted
(ii) Definition of related entities should be the same for all PIEs

CEAOB, IAASA,
IFIAR, IOSCO,
IRBA, UKFRC

TF Response

Following discussion at the Planning Committee (July
2020), the issues relating to the application of the
Code to related entities are being addressed as
follows:
• Whether the universe of related entities for an audit
client that is a listed entity in §R400.20 should be the
same for all PIE audit clients will be addressed by
the PIE TF.
• The scope of related entities with respect to which
component auditors outside the firm’s network
should be independent will be addressed by the
Engagement Team-Group Audit TF.
• Whether the self-review threat prohibition under the
revised NAS provisions should apply to parent
undertakings that are unlisted entities will also be
addressed by the Engagement Team-Group Audit
TF, in the context of that TF’s holistic review of the
application of the related entity provision to group
scenarios.
• Whether a firm should provide a NAS to an unlisted
parent of a PIE audit client without information being
provided to/concurrence obtained from TCWG of the
PIE audit client will be addressed by the NAS TF
As a consequence, the issues raised in #3 are to be
addressed as follows:
(i) By the Engagement Team/Group Audit TF;
(ii) By the Definition of PIE TF.
Issues relating to NAS provided to the unlisted parent
of a PIE are addressed below - see #105
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4

ISSUE D

Comment (ED §)

Respondents

• The use of professionals who are not members of the audit team CEAOB, IAASA,
(without other safeguards) would not be a sufficient safeguard to IFIAR, IOSCO,
mitigate threats in all circumstances. IESBA should highlight
IRBA
that this approach would not be sufficient on its own and should
be part of a range of measures
• Should IESBA retain the safeguard based on review or reperformance of work by another professional from the same firm
who has no involvement with the audit team?

TF Response

Long-standing IOSCO (and others) concern –
extensively deliberated in finalizing the Safeguards
project.
Suggestion that this safeguard would be acceptable if
linked with further safeguard depends on such
additional safeguard being available. However, limited
alternative safeguards available.
Will further consult with IFIAR and IOSCO to point out
the revisions that were made to the Code as part of
the Safeguards project to respond to the comments
when they were initially made in 2017.
Board views sought

5

6

ISSUE E

• Concern at conflict between Code and national laws/regulations IRBA, ASSIREVI,
• Concern that prohibition might catch actions that are natural
ISCA, SAICA,
extension of audit/expected under ISAs - e.g. reports and advice DTTL, EY,
on addressing issues identified during audit

Seek confirmation that preparation and submission of
management letters is part of an audit service and not restricted
by the proposed revisions.

JASBMA
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The IESBA Board provided direction in July 2020
that, as provided in §R100.3 (extant Code) and
§R100.7 (in R&M text),
• Legislation/regulation should take precedence over
the Code. This would apply to conflicting
prohibitions or actual requirements to perform
specific functions.
• Professional Accountants should comply with the
Code where its provisions are stricter than applicable
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ED §

7

Comment (ED §)

Respondents

§R603.5, R604.10, R604.15, R604.19, and R604.24 - EC
legislation prohibits such NAS but Member States permitted to
allow such services. Suggest IESBA allow such services when
permitted by law or regulation.

CEAOB, IAASA

TF Response

legislation or regulation (e.g. where its provisions
prohibit a service that is permitted (not required) by
such legislation or regulation.
The IESBA Board provided direction in July 2020 that
the Code (ED-§R600.14, now §R600.15) should not
prevent compliance with applicable auditing standards.
The TF has added §600.10 A2 to give effect to this.
Board approval of §600.10 A2 sought

GENERAL/INTRODUCTORY COMMENTS
8

• Proposed requirements should be further enhanced
CEAOB, IAASA,
• In many jurisdictions the provision of NAS to a PIE is regulated
IFIAR, UKFRC,
applying a stricter approach - invite IESBA to reinforce proposed AGNZ
requirements
• IESBA could go further in strengthening provisions - see specific
proposals
• Proposals do not go far enough

Retain approach in ED
To achieve consistency by adopting a rules-based
approach is impractical due to the lack of consistency
in the approach taken and the variations in the
definition of services in different jurisdictions.
The TF believes that by adopting a principles-based
approach that prohibits the provision of a NAS,
however defined, that gives rise to a SRT, the
proposed approach will
• Apply to all categories of NAS,
• Apply to new and emerging services, and
• Avoid legalistic debates about the applicability of a
prohibition to a particular service that has been
defined in legislation or regulation.
For these reasons, the TF believes that the proposed
approach will achieve the outcome advocated by those
respondents.
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ED §

9

Comment (ED §)

Respondents

IESBA should acknowledge that jurisdictions have rules that go
beyond current proposals

IOSCO

TF Response

Retain approach in ED
Already addressed in §600.6 A1 and is a requirement
in §R100.3 (extant Code) and §R100.7 (in R&M text)

10

NAS addresses ‘non-assurance services’. Fees addresses ‘nonaudit services’. Question appropriateness of different approaches

IRBA, APESB

The term used in the Fees ED is “services other than
audit”, which is intended to cover non-assurance
services. The term “non-audit services” is not used. –
The TF also noted the different objectives of the
projects:
• NAS is concerned with provision of services that
potentially impact independence.
• Fees is concerned with the effect on the overall fees
received by the auditor on the relationship between
auditor and audited entity.

11

Recommend IESBA develop definitions for ‘Audit-related
services’, ‘Other Assurance services’ and ‘Non-Assurance
services’ and then classifies services by category with appropriate
requirements etc.

APESB

No change
In a global Code it is not practical to provide definitive
lists of what services can and cannot be provided by
auditors.

12

We agree with the reasons for the focus on PIE audit clients, as
IRBA
detailed in §600.13 A1 and §600.13 A2. As this distinction could
apply to all areas of the Code that use the concept of a PIE, it may
need to be repositioned under Section 400.

To be considered for inclusion by PIE Definition TF

13

Important to address increasing importance of technology and the
effect of its use

Addressed by establishment of Technology TF

AE, ICAS

Refined text of §600.5 (formerly ED-§600.5 A1) to
emphasize how changes in technology should be
addressed
Agenda Item 3-C
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ED §

Comment (ED §)

Respondents

TF Response

• Encourage IESBA to review Code for areas where advocacy
threats are present.
• Prohibit all advocacy threats on basis that no safeguards are
available
• Concerned at exclusive focus on SRT - and not other threats
• Strengthen emphasis on fact that some threats cannot be
eliminated

IOSCO, AGNZ,
APESB, ACCA &
CAANZ, XRB

15

To ensure independence in appearance and public confidence, all
NAS should be prohibited as users don’t understand distinction
between threats

XRB, BICA

16

Independence standards should converge on single common set
of robust standards. Urge IESBA to open dialogue with key
stakeholders (IOSCO, SEC, EU etc.) to achieve this

PwC

Acknowledge the ideal - but unachievable by IESBA

17

Recommend reference to IIA standards in relation to internal audit
assurance engagements

IIA

Address in Basis for Conclusions

18

Concern at burden on small PIEs

MAZARS

Refer matter for PIE Definition TF

19

• Effect on SMP/SMEs inadequately assessed
• Concerned that proposals will trickle-down to the Non-PIE/SME
market

IDW, WPK, SMPC,
FAR, EFAA

The TF has developed proposals that are address the
position of PIEs. In doing so, it has carefully
differentiated the provisions applicable to PIEs from
those applicable to non-PIEs.

14
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Retain approach in ED
• §R600.8 requires compliance with conceptual
framework.
• §600.1 to §600.5 explain the role of the conceptual
framework - Section 120 - in identifying, evaluating
and addressing threats.
§R120.10 (c) (extant Code) provides that an
engagement should be declined or ended if threats
cannot be addressed.
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ED §

20

Comment (ED §)

Respondents

Proposals are not punitive or harsh for SMPs, as these
amendments have been done on a principled basis and with more
stringent requirements for PIEs. We encourage the IESBA to
develop targeted publications on these changes that can be used
in workshops and discussions with the SMPs.

TF Response

IRBA
It is not possible for IESBA, through the Code or
otherwise, to prevent regulators, investors or other
stakeholders from expanding the application of the
provisions applicable to PIEs (the concern identified by
the respondents).
Section to be included in Basis for Conclusions
addressing SME/SMP concerns.

21

Proposals assume decision-making at engagement level; whereas IRBA
in practice decision-making occurs at firm level. Proposals should
cater for both

Noted - No change

22

Terminology to be conformed. ED uses ‘engagement quality
review’ and ‘reviewer’ - but rest of Code not updated

IRBA

Any necessary conforming amendments - to reflect, for
example, IAASB changes in terminology arising from
ISQM2 - will be made by staff following approval.

23

Code includes language that is too subjective and therefore
difficult to enforce (for examples, see letter 15 May 2017)

IOSCO

The concerns identified in IOSCO’s letter dated 15
May 2017 in relation to the use of subjective language
are addressed below in relation to the relevant
provisions - §R603.4 and §603.4 A1.

24

Suggest introducing a concept of “substance over form” nature
into the definition of NAS as some NAS might be provided under
the format of an assurance service (i.e. accounting, internal audit,
or IT system service can be provided under the format of an
agreed-upon-procedures engagement.)

CMASA

The proposed provisions focus on the service provided
and not the type of engagement.
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The way this issue is addressed in the Code is set out
in §400.2-§400.4 and §900.2-§900.3 (extant Code)
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ED §

25

Comment (ED §)

Respondents

With the limited documentation requirements in the Code, the
burden of proof will be placed on inspectors or investigators.

IRBA

TF Response

Generally, the TF believes that the documentation of
the approach taken in a particular instance, and the
rationale for that approach, is adequately addressed in
§R400.60 (extant Code) - which has general
application.
The TF also notes that compliance with §R600.19
(provision of information to TCWG) will result in the
information respondents seek being documented
The TF has added application material highlighting the
importance evidencing the actions taken and any
decisions reached in §600.24 A1

SECTION 600
26

600.6 A1

• AM should be elevated to a requirement

IFIAR

• Paragraph should require auditors to consider NAS
requirements in effect in other jurisdictions that could impact the
audit engagement, e.g. if the audited company’s financial
statements will be filed in another jurisdiction.

27

§600.6 A1 - Why here? Applies to whole Code

No change

• Compliance with law and regulation is a requirement
in §R100.3 (extant Code) and §R100.7 (in R&M text)
• Obligations arising from filing financial statements in
other jurisdictions is covered by the requirement to
comply with laws/regulations. Point is not limited to
NAS

BKTI

No change.
§R600.8 has been positioned in order to emphasize
that applying the conceptual framework does not arise
until §600.6 A1 and §607.1 A1 have been satisfied
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ED §

28

600.7 A1

Comment (ED §)

Respondents

• Suggest deleting the phrase“ including providing advice and
recommendations as part of such a service”. The phrase is
duplicated in §600.12 A1.

DTTL

§600.7 A1 does not mention the prohibition other than in the title.
A sentence should be added at start of the paragraph as below.

• Phrase deleted from §600.7 A1 as the operative
provision is §600.10 A1 (formerly ED-§600.12 A1)
• §400.13 A4 begins by making it clear that that is on
condition that the audit firm complies with §R400.14

• Furthermore, it could suggest something contradictory to the
statement in §400.13 A4 that states that providing advice and
recommendations to assist the management of an audit client in
discharging its responsibilities is not assuming a management
responsibility.
29

TF Response

• §600.10 A2 added to emphasize that providing
advice and recommendations as contemplated by
auditing standards in not prohibited
ICAS

Heading revised - “Risk of Assuming Management
Responsibilities when Providing a Non-Assurance
Service”

IFIAR

No change

“In accordance with para R400.13, a firm or network firm shall
not assume a management responsibility for an audit client.
When a firm …”

30

600.8

Should require application of law/legislation/regulation - before
application of the conceptual framework

Already addressed in §600.6 A1 and compliance with
law and regulation is a requirement in §R100.3 (extant
Code) and §R100.7 (in R&M text)

31

“Accepting an Engagement to Provide a Non-Assurance Service”
should be at the start of the “Requirements and Application
Material - General” section, as in the extant Code.

ICAS

Agenda Item 3-C
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No change
§R600.8 has been positioned in order to emphasize
that applying the conceptual framework does not arise
until §600.6 A1 and §607.1 A1 have been satisfied
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ED §

32

600.9 A1

Comment (ED §)

Respondents

Helpful to signpost the specific requirements when there is a selfreview threat in this paragraph, for example, as below:

ICAS

TF Response

No change
Not considered necessary

“600.9 A1 A description of the categories of threats that might
arise when a firm or network firm provides a non-assurance
service to an audit client is set out in 120.6 A3. In addition,
specific provisions for non-assurance services where there is a
self-review threat are set out at paragraphs 600.11 A1 to
R600.14.”
33

600.9 A2

Concerned that factors in §600.9 A2 do not align/are not linked
with those in §600.11 A2

PwC

34

§600.11 A2 is not consistent with §600.9 A2 which identifies
factors that are relevant to identification of SRT;

ASSIREVI

35

§600.9 A2 notes factors relevant in evaluating threats for all audit
clients. AM is needed to bridge the evaluation of threats for all
audit clients to the prohibition that follows at §R600.14 so it is
clear that the prohibition does not allow an identified SRT to be
evaluated for a PIE audit client.

KPMG

§600.9 A1 and §600.9 A2 revised to emphasize
need to consider the possibility of all the different
threats identified in §120.6 A3 (extant Code),

No change.
Not necessary as prohibition applies irrespective of
evaluation of threat.
See also addition of §600.16 A2

36

600.9 A2

The term ‘manner’ is not clear - and should be revised.

BDO, PwC

Agenda Item 3-C
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Text revised to provide guidance.
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ED §

37

R600.10
(now
R600.11)

Comment (ED §)

Respondents

• Question whether a threshold in relation to the fees obtained
IRBA
from NAS compared to audit services has been sufficiently
considered. An introduction of a threshold would allow for a
focused consideration by the firm and network firm, and improve
the robustness of the requirement.

TF Response

Fees ED indicates that the proportionality of audit to
services other than audit creates a higher level of
threat to independence.

• A similar analysis has been included in the IRBA Feedback
Report: Audit Quality Indicators Report 2019. It is interesting to
note the analysis on pages 7 and 8 thereof as an indication of
data available for South Africa.

38

From a regulatory perspective, this paragraph is not sufficiently
IRBA
robust to be easily inspected or investigated. Additionally, this
information is not readily available on the audit file, thus creating a
burden on the inspection or investigation process.
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See Response at #25 above.
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39

ED §

Comment (ED §)

Respondents

600.10 A1

It is hard to understand, without examples or guidance, how a firm
should assess whether the “combined effect” of providing multiple
services creates new, or impacts current, threats.

AE, HKICPA,
ISCA, SAICA,
BKTI, DTTL, PwC,
SMPC

(now
600.11 A1)

Additional AM required addressing such issues as whether
“multiple non-assurance services” mean multiple instances of the
same NAS being provided (eg a one-off NAS engagement versus
same NAS engagement on a recurring basis), or multiple discrete
and different NAS being provided

TF Response

See revised §600.11 A1
Further changes to address specific examples etc.
impractical as range of possibilities is so great, AM
focuses on risks to be considered
That a proposed service will be provided on a
recurring basis should be part of the nature and scope
of the service assessed by the ﬁrm and TCWG under
§R600.19 and §R600.20

At what stage does the auditor becomes uncomfortable as a result
of the combined effect of providing multiple non-assurance
services creating too much of a threat to independence?
Recommend deletion of second bullet of 600.10 A1 because it is
difficult to see how the effectiveness of a safeguard on an initial
engagement would be affected by the provision of another NAS.

It is not clear how this is intended to work, especially in terms of
evaluating how the level of threat is impacted and the need for
additional safeguards where the previous safeguards being put in
place are no longer effective.
AM does not provide sufficient guidance on understanding and
evaluation of combined effect.
Seek practical examples of how to evaluate position in PIE and
non-PIE context
Illustrative examples to demonstrate interaction between NAS
engagements would be helpful. More guidance materials, perhaps
outside the Code, would be helpful.

40

The first bullet in 600.10 A1 is redundant and can be deleted

GAO
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§600.11 A1 revised to clarify intended
considerations
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ED §

Comment (ED §)

Respondents

APESB

TF Response

41

Consider if the second factor included in this paragraph should
refer to a proposed service impacting the effectiveness of
safeguards in relation to all other services being provided,
including both assurance engagements and non-assurance
services.

42

AM should address the position of networks - including the
MIA
potential effect of currency variations (fees in countries with strong
currencies adversely affecting firms in countries with weaker
currencies).

Refer to Fees TF

43

It is unclear how this provision is intended to interact with other
provisions where multiple NAS might create or impact threats
created by the individual services, for example, when assessing
the threats created by the proportion of fees and fee dependency.

DTTL

Interaction of the relevant Fees and NAS proposals
should be clarified in the Basis for Conclusions and
other illustrative materials once the pronouncements
finalized

44

Is this applicable to one year only or to a multi-year
engagements?

SAICA

No change - If a proposed service is to be provided on
a recurring basis, that should be part of the nature and
scope of the service assessed by the firm and TCWG
under §R600.19 and §R600.20 (formerly ED-§R600.18
and ED-§R600.19)

45

Do not extend to include NAS provided by network firms.

KICPA

No change - To exclude network firms would be
inconsistent with the conceptual approach to network
firms taken by IESBA and IAASB
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§600.11 A1 revised to include safeguards in
relation to other assurance engagements
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46

ED §

Comment (ED §)

Respondents

600.11 A1
and
600.11 A2
(c)

§600.11 A1 and §600.11 A2 (c) should be the responsibility of the
audit engagement partner - not the audit team.

BICA

TF Response

No change
The way this issue is addressed in the Code is set out
in §400.2-§400.4 and §900.2-§900.3

(now
600.12 A1
and R600.
13)
47

600.11 A2

Should be converted into a requirement

IFIAR, IRBA

Accepted, see R600.13

Important to emphasize that three sub-paras are cumulative

CNCC, ASSIREVI,
ICPAU, MICPA,
SAICA, BDO,
BKTI, PwC, RSM

The revisions to §R600.13 are intended to
emphasize

(now
R600.13)
48

(i) That the assessment that the auditor is
required to make is whether there is a risk that
provision of the proposed service will create a
SRT,
and
(ii) That that assessment is informed by whether
all the circumstances in all three sub-paras
will/might exist
The fact that §R600.13 (a), (b) and (c) must all be
satisfied before a SRT arises to be explained in Basis
for Conclusions

Agenda Item 3-C
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ED §

49

Comment (ED §)

Respondents

Should be made clear that each of (a), (b) and (c) individually
could give rise to a SRT

UKFRC, XRB,
GAO

TF Response

Retained approach in ED
All three factors need to be present before the risk of a
SRT is established

50

As currently worded §600.11 A2 suggests that a SRT would only
exist if, having regard to (b), the results of the service will be
subject to audit procedures.

UKFRC

That is true in a literal sense, but the auditor’s opinion is on the
financial statements as a whole and accordingly a SRT could be
considered to exist if the results of the service fall under (a) but
are not being subjected specifically to audit procedures. This
would eliminate the risk that a service is undertaken … in the
belief that the results will not be subject to audit procedures only
to find at a later stage they will be.

Agenda Item 3-C
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The Board emphasized the importance of including
material to explain the steps to be taken to identify an
SRT. The material included in the ED text is based on
the definition of an SRT in §120.6 A3.
The approach proposed would conflict with the
definition of an SRT in §120.6 A3.
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ED §

51

Comment (ED §)

Respondents

• Delete ‘whether there is a risk that’
• The approach adopted is inconsistent with the conceptual
framework of the Code because inclusion of the wording “
whether there is a risk that” prior to listing the three sub-points
(a) – (c), means that the mere existence of the risk of the three
circumstances being present is enough to conclude that a SRT
exists. This means that the auditor evaluates the risk of a
threat rather than the threat itself.

TF Response

AICPA, ICPAU,
The drafting challenge arises from the fact that some
ISCA, JICPA, BDO, recognize the word ‘threat’ to contemplate a possibility
DTTL, EY, KPMG, - others do not.
CAQ
‘Threat’, as intended, means that ‘there is a possibility
that self-review may occur’. In that case, each subparagraph should use ‘will’ - because then the
message, as intended, will be ‘if there is a possibility
that self-review will occur’
The revisions to §R600.13 are intended to
emphasize
(i)

That the assessment that the auditor is
required to make is whether there is a risk that
provision of the proposed service will create a
SRT,

and
(ii) That that assessment is informed by whether
the circumstances in all three sub-paras will
exist
Conforming changes to subsections 601-610 will be
made after the September 2020 IESBA meeting.
52

§600.11 A2 (a) to (c) have been drafted using the word “will”,
rather than “might”, making it less onerous for the auditor, and
undermining the requirement.

IRBA

In approving the ED, the Board specifically discussed
and approved the use of the term ‘will’.
That decision was based on the fact that the use of the
term ‘threat’ already introduces the concept of ‘risk’ or
‘possibility’ - as opposed to certainty.
Using the term ‘might’, would introduce a second,
unnecessary, element of conditionality.
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ED §

Comment (ED §)

Respondents

TF Response

53

§600.11 A2 (c) may lead to unintended consequences or possible
abuse. There is a possibility that the audit engagement team, with
knowledge of the nature and extent of the NAS might deliberately
scope out the NAS from the planned audit work to ensure that this
provision is not breached. Suggest that §600.11 A2 (c) should be
amended to read - “When making an audit judgment, the audit
team will might evaluate or rely on any judgments …”

IRBA

See #52

54

Some of the risks identified in §600.11 A2 (a) to (c) may only be
known or become reliably known while performing the nonassurance service, and this may therefore be too late for the
prohibition to have applied, thus undermining the prohibition. It is
therefore necessary to clarify the paragraph to drive a diligent
assessment of the risks, before accepting the non-assurance
services engagement.

IRBA

To provide emphasis, §R600.13 revised to begin
‘Before providing a NAS …’

55

Propose additions to the risks described in §600.11 A2 to include
the following:

IRBA

No change; Risk assessments are a key element of
an audit and so already covered by (b) and (c)

CNCC, ACCA &
CAANZ, AE, ICAS,
SAICA, WPK,
BKTI, MAZARS,
PwC, RSM, SMPC

• Addressed by amendment to §600.16 A1 and
addition of §600.16 A2

ICAEW

Overly prescriptive and impractical to address all
circumstances in §R600.13.

(d) Whether the results of the service will affect any risk
assessments of the audit engagements.
(e) Whether the service will have any bearing on an
increase/decrease in the fee charged for the audit.

56

• Reference to audit procedures in §600.11 A2 (b) reintroduces
materiality
• Clarify what is meant by ‘audit procedures ’and ‘audit
judgments ’(not defined in ISAs)

57

It would be helpful to expand the extent to which the existence of
external evidence supporting judgment is relevant (as discussed
in the tax planning material in §604.12 A2)
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58

Comment (ED §)

Respondents

While we understand that §600.11 A2 should be a forward looking
test, we believe that the application material should make it clear
that the evaluation should be based on what is reasonably
foreseeable and documented at the time the service is proposed
to be provided, and that the impact of any subsequent change in
the facts and circumstances should be evaluated at the relevant
time.

PwC

TF Response

§R600.13 revised to emphasize that the
assessment to be made is whether there is a risk
that the provision of the proposed service will
create a SRT.
The concept of keeping an assessment of a possible
threat under review in light of changing facts and
circumstances is addressed in §R120.9
The importance of keeping an assessment under
review will be emphasized in Basis for Conclusions
Importance of evidencing the actions taken and any
decisions reached is addressed in §600.23 A1

59

SRT arises in relation to any service that will affect the accounting
records, internal controls or financial statements.

UKFRC

Addressed in §R600.13 (a)

60

Refer to ‘accounting treatments and disclosures’

IPA

No change - covered by reference to financial
statements in §R600.13 (a)

61

The first condition in §600.11 A2 is evaluating whether “the results PwC
of the service will affect the accounting records, internal controls
over financial reporting, or the financial statements on which the
firm will express an opinion”. We have a concern that this is
imprecise and open to wide interpretation. At the extreme it could
be argued that almost every service provided has the potential to
have such an effect, even if only indirectly. We recommend that
the IESBA provide some application guidance as we assume this
is not the intent. For example, we believe that it would be helpful
to refer to the intended purpose of the service. Accordingly, bullet
(a) could be revised to:
“A significant purpose of the service is to affect the accounting
records, internal controls over financial reporting, or the financial
statements on which the firm will express an opinion.”
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62

Comment (ED §)

Respondents

Confusing that the relevant Requirements throughout the
DTTL
remainder of Section 600 refer to a SRT “in relation to the audit of
the financial statements on which the firm will express an opinion.”
It is unclear the intention of adding this phrase, and whether it
implies a stricter or different test as it only refers to the first
criterion in §600.11 A2 (a).
The statement in §600.13 A2 is clear that “Where the provision of
a non-assurance service to an audit client that is a public interest
entity creates a self-review threat, that threat cannot be
eliminated, and safeguards are not capable of being applied to
reduce that threat to an acceptable level.”

TF Response

The TF does not agree with the proposed deletion of
the phrase “in relation to the audit of the financial
statements on which the firm will express an opinion.”
SRTs arising from engagements undertaken by a firm
can impact many types of services undertaken by
professional accountants.
The phrase was therefore added to make it clear that
the situation being addressed is limited to those
circumstances where the SRT will impact the financial
statements being audited.

Using this same concept, the requirements should therefore follow
in §R600.14 that“ A firm or a network firm shall not provide a nonassurance service to an audit client that is a public interest entity if
a self-review threat will be created in relation to the audit of the
financial statements on which the firm will express an opinion.”
The phrase“ in relation to the audit of the financial statements on
which the firm will express an opinion” also appears in
requirements R601.5, R603.5, R604.10, R604.15, R604.19,
R604.24, R605.6, R606.6, R607.6, R608.6, R610.8 and R400.32.
We suggest this phrase be deleted.

63

For the purposes of Section 600, the definition of a SRT should
not refer to the results of “previous judgment made” by the firm in
600.11 A1. When an auditor provides a non-assurance service,
management must make all judgments and decisions in order for
the auditor not to assume a management responsibility.
Therefore, by definition any prior judgments made were not
ultimately the audit firm’s judgments.

DTTL
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64

Comment (ED §)

Respondents

TF Response

Suggest that an additional factor to be considered is the
involvement of the NAS engagement team with the audit
engagement team

SAIPA

65

Should include risk that outcome of NAS will affect information
provided in annual report other than the financial statements (ISA
720 revised)

NBAAT

No change - corporate reporting is outside the remit of
the Code

66

Various drafting specific suggestions made

APESB, DTTL, EY,
GTI, MAZARS

These drafting suggestions have been taken into
account in developing the proposed revisions to
§R600.13 and related paragraphs in subsections 601610

IRBA, AGSA,
CNCC, AICPA,
ASSIREVI, ICPAU,
MICPA, SAICA,
WPK, BDO, BKTI,
MAZARS, PwC,
RSM, CAQ

• Repositioned so that all the provisions relating
to a SRT follow sequentially.

IPA

Retain approach in ED - advice and recommendations
specific to tax advisory and planning do not always
involve a SRT

67

The auditor’s responsibility to provide management with
recommendations identified during an audit in terms of the IAASB
(Now
International Standard on Auditing (ISA) 265, Communicating
600.10 A1) Deficiencies in Internal Control to Those Charged with
Governance and Management, needs to be considered.
600.12 A1

These recommendations are usually implemented in the following
year, which may result in the provisions of §600.11 A2 (c) being
met.

Retain approach in ED
If a self-review threat is created the prohibition applies
irrespective of involvement of NAS team with the audit
engagement team

• §600.10 A2 added to make it clear that nothing in
section 600 prevents an audit firm from
providing advice and recommendations to an
audit client (PIE or non-PIE) in accordance with
applicable auditing standards.

Concerned that this paragraph may result in an audit firm being
reluctant to provide the necessary communications to those
charged with governance (TCWG), thus undermining the current
value of the audit.

68

Providing advice and recommendations specific to tax advisory
and planning in 604.12 A1 ‘will’ create a SRT - not ‘may’
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69

Comment (ED §)

Respondents

• It is doubtful whether the phrase “nature of the advice and
recommendation and how such advice and recommendation
might be implemented by the audit client” provides the
necessary clarity to make this provision understandable.

TF Response

IRBA, ICAI, IDW,
KICPA, DTTL

§600.10 A1 - Phrase deleted as the application
guidance is clear without it

• May be difficult to implement as the assessment of how the
advice or recommendations may be implemented by the client is
subjective
70

Further guidance is needed to make clear that management
should have the capability to make independent judgments and
decisions on the basis of the advice and recommendations
provided by the firm. If management’s mindset is simply to
implement the advice and recommendations without question the
firm may in effect become responsible for the results.

UKFRC

Noted - this is addressed in §R400.14

71

§400.13 A3 and A4, along with §R400.14, sufficiently address the
SRT associated with providing advice and recommendations to
PIEs.

EY

Retain approach in ED

The proposed approach for addressing SRT arising from the
provision of advice and recommendations in Section 600 is
inconsistent with our understanding that the IESBA’s intent was
not to change the substance of this evaluation by moving the
requirement relating to management responsibility to Section 400.
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72

Comment (ED §)

Respondents

• Inadequate emphasis given to importance of management’s
responsibility in decision making with regard to output of NAS
when considering whether an SRT is created

EY, AE, ISCA,
MAZARS, PwC

TF Response

the course of the audit, review the advice given in the
course of the performance of the NAS.

• When performing an assessment service an auditor provides
observations and advice related to the subject matter, including
possible alternatives or modifications, leading practices in the
sector, or other areas for management to review and consider.
When providing assessment services, the auditor shares
observations and leading practices for the purpose of identifying
gaps and opportunities for improvement. Advice and
recommendations provided in an assessment would generally
not be so detailed that they represent a roadmap for the client’s
design of its processes, systems, or internal controls.
Additionally, advice and recommendations would not involve
performing calculations or creating financial models that could
be used in generating information used in financial reporting or
for internal controls.
• Given the unclear wording of proposed §600.11 A2, providing
observation and recommendations from such an assessment
service to a PIE could unintentionally be thought to create a
SRT and therefore prohibited.

73

Believe the paragraph would be further clarified by connecting this AICPA
guidance to the provision moved to §400.13 A4 that states in part
“...providing advice and recommendations to assist the
management of an audit client in discharging its responsibilities is
not assuming a management responsibility.”

§400.13 A4 revised to cross-refer to SRT arising
from provision of advice and recommendations.

74

The management responsibilities paragraphs in Section 400
(400.13 and 400.14) should be specifically highlighted in §600.12
A1.

No change

ICAS, JICPA
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Comment (ED §)

Respondents

TF Response

75

Provision of tax advisory and tax planning services should be
provided by any partner other than audit engagement partner to
reduce SRT

ICAB

No change – addressed in §604.14 A1 and §R604.15

76

Suggest moving §601.2 A2 to follow §600.12 A1 to avoid the
implication that essential discussions part of the audit process is
prohibited.

KPMG

§600.10 A2 added which addresses advice and
recommendations contemplated by auditing standards.
No change - This guidance can be provided through
the facilities available in the E-Code.

Also suggests following edit:

‘As noted at 600.3, specific guidance on non-assurance services

If the reference to subsections 601-610 is required
here, it should apply in numerous other paragraphs

is provided in subsections 601-610. When relevant application
material is not specifically detailed in these subsections,
determining whether providing advice and recommendations
creates a SRT would involve making the determination set out in
600.11 A2. This includes considering…’
77

Suggest changing the fourth sentence to state that the sentence
only applies to non-PIE audit clients

GAO
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78

Comment (ED §)

Respondents

We would prefer to see a provision along the following lines:

PwC

“Subject to compliance with paragraph R400.14, providing advice

TF Response

Retained approach in ED
The issue is that the firm might not challenge its own
thinking, refer also to #72

and recommendations, does not generally result in a risk of selfreview. Whether providing advice and recommendations creates a
self-review threat involves making the determination set out in
paragraph 600.11 A2. This includes considering the purpose and
nature of the advice and recommendations, the degree of detail
provided, the reliance placed by client management on the firm’s
advice, and how such advice and recommendations might be
implemented by the audit client. If a self- review threat is
identified, application of the conceptual framework requires the
firm to address the threat where the audit client is not a public
interest entity. If the audit client is a public interest entity,
paragraph R600.14 applies”.
We also suggest that it would be useful to include application
material to help determine when advice or recommendation might
create a self-review threat. We suggest that the firm’s advice and
recommendations will not create a SRT if they are:
• clearly expressed as matters for consideration and decision by
the audit client’s management and give management a basis for
its decisions in the form of an objective and transparent analysis
and presentation of the issues, and
• are not provided in such detail that they can be implemented
without consideration and planning by the client’s management,
even if the firm’s advice may include only one recommended
course of action.
79
80

Various drafting specific suggestions made
600.13 A2 Incorporate AM in §600.13 A1 and A2 into R600.14 to clearly
(now
establish that prohibition arises because no safeguards available.
600.14 A2)

ICAS, EY

These have been taken into account in the proposed
revisions.

AICPA, CPAA

No change
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Comment (ED §)

Respondents

TF Response

Should apply to non-PIEs

IOSCO, ICAI

Retain approach in ED – address in Basis for
Conclusions

82

Support - but clarity of AM in 600.11 A2 critical

APESB, ACCA &
CAANZ, AE, ISCA,
DTTL, EY, RSM

Conditional support noted. Refer also to #46-66.

83

Include cross-reference to 600.11 A2

MAZARS

No change - not necessary as §R600.13 (formerly ED§600.11 A2) has been elevated to a requirement

84

Not clear that prohibition applies to other, unidentified services
(i.e. other than those identified in subsections 601-610) - suggest
amendment to 600.3/4 or 600.5 A1

PwC

§600.5 A1 moved to follow §600.4 and amended to
address point raised.

85

Should include requirement to consider advocacy threats

IOSCO, ACCA &
CAANZ, APESB,

§600.9 A1 and §600.9 A2 revised to emphasize
need to consider possibility of all threats identified
in §120.6 A3

81

R600.14
(now
R600.15)

Focus on self-review threat may play down the importance of
addressing other threats to independence

Refer also to #14.
86

Either prohibit all NAS or adopt an approach that recognizes that
threat may be at an acceptable level

ICAEW

See Issue B

87

Should precede 600.13 A1 and A2

ICAEW

No change
Order of paragraphs is designed to ensure reasons
are clearly stated as precursor to the requirement

88

600.15 A1 Could be clarified to explain that the concept of materiality is
(now
retained as an example of a factor that a firm considers in
600.16 A1) evaluating the level of an identified threat

ICAS
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90

Comment (ED §)

Respondents

TF Response

600.16 A2 Recommend deleting this paragraph as it does not seem
(now
consistent with the restructured Code format. §600.16 A1
600.17 A2) contains sufficient reference to the conceptual framework in
Section 120 and the information in §600.16 A2 is also covered in
§600.16 A3 and §600.16 A4.

DTTL

No change

600.16 A3 “appropriate reviewer” - requires judgment and is subjective (now
requires explanation/examples to help achieve appropriate and
600.17 A3) consistent application

IFIAR

The Task Force notes that the description of
appropriate reviewer –in §300.8 A4 and the Glossary
of the extant Code is being expanded as part of the
Objectivity of EQR/ Appropriate Reviewer project; and
will revisit this comment after the September meeting.

UKFRC

§600.17 A3 - reference to ‘confirmation’ deleted

No change

The paragraph provides the lead in to §600.17 A3 and
A4

91

‘Confirmation’ is not a satisfactory safeguard because it would
occur after the service has been provided

92

600.17 A1 AM should take stronger line on consulting with TCWG of non(now
PIEs
600.18 A1)

IIA

R600.18
(now
R600.19)

Provision only envisions acceptance of non-assurance services to
be provided by a firm already auditing the client. Need to consider
re-engagement.

IRBA

§R600.19 revised to address renewal of
engagements

Emphasis should also be added that this communication might be
required periodically.

IRBA

No change

93

94

Many practical reasons why consultation with TCWG
of non-PIES would be impractical. To be addressed in
Basis for Conclusions

It would be impractical to withdraw concurrence in
relation to NAS already in progress. Consideration of
new potential engagements provides opportunity for
auditor and TCWG to take view on overall position §R600.11/§R600.19
Agenda Item 3-C
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Comment (ED §)

Respondents

TF Response

§R600.18 only deals with making “an informed decision about the IRBA
impact” of the provision of non-assurance services - which falls
short of the specific granting of permission. Clarification will
strengthen this requirement, without creating an additional burden.

No change

96

Recommends inclusion of AM on the documentation that
professional accountants should obtain in relation to receiving
concurrence from those charged with governance, to support
§R600.18.

Importance of evidencing the actions taken and any
decisions reached is addressed in §600.24 A1

97

Amend §R600.18 as follows for clarity and consistency with
DTTL
R600.19 which refers to “unless those charged with governance of
the public interest entity concur...”:

95

APESB, XRB,
SAICA, GTI

Permission/concurrence is addressed in §R600.20

§R600.19 - revised (the ED text could have been
read to allow the information to be provided to, for
example, TCWG of an unlisted parent of a PIE)

“….the firm shall provide those charged with governance of the
public interest entity with sufficient information...”
98

600.18 A1 §600.18 A1 should be elevated to a requirement
(now
600.19 A1)

UKFRC

No change
§R600.19 contains the requirement to provide the
information necessary to enable TCWG to make an
informed decision. To elevate §600.19 A1 into a
requirement would have the undesirable effect of
constraining/limiting the information to be provided
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99

Comment (ED §)

Respondents

Recommend adding the following examples:

100

IRBA, RSM

TF Response

• The value of the proposed non-assurance service/s.

§600.19 A1 revised to include the first suggestion
(language to be conformed with similar language
in Fees proposals).

• Whether the proposed non-assurance service/s is/are onceoff or repetitive.

The second suggestion should be covered by the
scope of the service.

• How such proposed non-assurance service/s may influence
the composition of the audit team/audit service.

The third should be covered by the assessment of the
threats to independence

Recommend that IESBA prescribes how often TCWG should
review a policy

AGSA

No change
Code has no standing with TCWG

101

Suggest that compliance with IAASB requirements should be
regarded as compliance with the Code

KICPA

No change

Approach adopted in Code [has been/to be] checked
with IAASB
102

R600.19
(now
R600.20)

Concurrence should only be sought if the auditor has concluded
that the NAS is permitted under the Code

AGNZ, XRB

§R600.20 (a) added to ensure it is clear that the
firm has concluded that the NAS is permitted
under the Code

103

Specifically refer to pre-approval

RSM

Capable of being addressed by pre-approval of
categories of NAS (which is permitted - see reference
to ‘general policy’ in §600.20 A1. Include in Basis for
Conclusions

104

Should apply to non-PIEs

NBAAT, NYSSCPA Retain approach in ED – stakeholders have
heightened expectations regarding the firm’s
independence when the audit client is a PIE
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R600.18
and
R600.19
(now
R600.19
and
R600.20)

Comment (ED §)

Respondents

• Obtaining concurrence (§R600.19) could be potentially complex
and/or impractical for a number of non-listed PIEs. Ownership
and governance structures of unlisted PIEs vary, and the
concurrence of TCWG might be difficult to obtain for entities
without audit committees.

AE, IPA, ISCA,
DTTL, EY, KPMG,
MOORE, CAQ

• Necessary to consider the implications that the requirement to
obtain concurrence from related entities over which the audit
client has direct or indirect control might have with regard to
private equity complexes.
• Revise §R600.18 to apply only to those entities consolidated
into the audit client’s financial statements - see SEC Rule 201(c)(7)
• Should not apply to NAS provided to non-PIEs (due to cost and
burden of implementing across network of autonomous firms).

TF Response

The reporting and concurrence provisions in a group
context involve a number of considerations:
(i) The application of the requirements to entities
under the direct and indirect control of a PIE
should not be problematic as the PIE can give any
necessary direction to such entities;
(ii) However, a PIE cannot ensure compliance with the
requirements by entities that are not under its
control - such as a parent or ‘sister’ entity.
(iii) The relationship between entities such as those in
(ii) is governed by law and corporate governance
codes which may regulate the relationship
between such entities, including limitations on the
provision of information.

Accordingly, it is not possible to include in the Code
provisions requiring auditors to (a) provide information
about NAS provided to such entities or (b) to obtain
prior concurrence from TCWG of the PIE before
providing NAS to such entities.
However, the TF recognizes that there can be
circumstances where the provision of NAS to a parent
or a ‘sister’ entity of a PIE by the auditor of that PIE
may give rise to threats to independence - in
particular, SRT, self-interest and/or familiarity threats.
To address this issue, the TF has added §R600.21 which requires auditors to consider whether the
provision of NAS to related entities over which the
audit client does not have direct or indirect control
- creates threats to the independence as auditor of
the PIE.
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Comment (ED §)

Respondents

§R600.18 and §R600.19 could be combined into one paragraph
for simplicity and clarity

APESB, KPMG

TF Response

No change
Present structure has merit of emphasizing the two
stage process - provision of sufficient information and
concurrence.

107

Ensure that provisions re communicating with TCWG and
securing concurrence are consistent in NAS and Fees proposals

DTTL

108

Robustness of these paragraphs depends on the sophistication
IRBA
and knowledge of TCWG. As the Code, legislation and other items
change, there may be a requirement for the audit firm to ensure
that TCWG have the necessary information and understanding
(i.e. communication should include reference to the Code
provisions).

No change.

109

Obtaining the concurrence of TCWG will help to dispel concerns
about auditor independence only if the new requirements are
supported by strong public disclosure by TCWG.

XRB

Corporate Governance and Corporate Public
Reporting are outside the scope of this project

110

• Add de minimis provision to avoid problems caused by
inadvertent breaches

MICPA, BDO,
BKTI, DTTL, PwC,
CAQ

No change

CPAC, ICAG

No change

• Add AM that allows retrospective approval in exceptional
circumstances or when service immaterial.
111

R600.19
(b)
(now
R600.20
(a))

Implies service acceptable if safeguards available - should this
expressly exclude services that are prohibited ?

The TF plans to liaise with the Fees TF in finalizing its
proposals concerning the scope of communication
about provisions of NAS to an audit client.

If required in section 600, it would be required in all
other places in the Code where consultation with
TCWG is required.

§R400.80 to §R400.89 provide effective regime to
address breaches whether minor or not

If a service is prohibited by §600.15, the firm cannot
reach the conclusion required by §R600.20 (a)
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Comment (ED §)

Respondents

600.19 A1 Each engagement should be individually considered by TCWG
(now
and approved.
600.20 A1)

SAIPA

TF Response

No change. In a global Code it is important to provide
flexibility in the implementation of the requirements.
NSS (or equivalent) can amplify the requirements to
address local considerations.

113

114

600.19 A2 Suggest
(now
600.20 A2) “Where an audit client includes more than one or more public
interest entity entities, it might be appropriate for ...”

DTTL

R600.20
(now
R600.22)

CEAOB, IAASA,
IFIAR, IOSCO,
IRBA

Should recognize that certain services provided in a previous year
will always impair an audit firm’s ability to accept appointment designing or implementing internal control or risk management
procedures, or a financial information technology system

No change
The approach in the ED is intended to allow for
situations where there is only one PIE - but as it is not
the parent, arrangements need to be made to ensure
effective oversight.

No change

Not necessary - under extant drafting, the services
identified could only be permissible if
(a) provided in compliance with the Code’s provisions
relating to non-PIEs (i.e. if the threats arising had
been addressed by appropriate safeguards) and
(b) if another firm re-performs the service to the extent
necessary to take responsibility for the results of
that service.

115

Auditor should be required to evaluate the threats, eliminate them
or apply safeguards where appropriate and, if threats cannot be
reduced to a level that would be acceptable to a reasonable and
informed third party, should not continue as auditor

UKFRC

Agenda Item 3-C
32 of 74

No change
See preceding comment and TF response

NAS—Analysis of Overarching Issues and Comments by ED-paragraph Number with Task Force Responses
IESBA Meeting (September 2020)

ED §

Comment (ED §)

Respondents

TF Response

116

600.20 A1 Recommend additional safeguard - appointment of professional
(now
accountant within the firm who was not involved in the audit or
600.22 A1) NAS engagement to review or re-perform the affected audit work.

BDO

See Issue D

117

R600.21
(iv)

CMASA

No change

Add reference to the other threats that can be created by
providing such services, and to what extent such services will be
acceptable.

(now
R600.23
(iv))
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Comment (ED §)

Respondents

TF response

SUBSECTIONS 601 - 610
118

General

Sections of the Code applicable to “All Audit Clients” retain factors
that are relevant in evaluating the level of self-review and
advocacy threats. Given the overarching prohibition on providing
NAS to PIE audit clients when a SRT is identified, it would be
inconsistent to then list factors to evaluate the self-review threat
for all audit clients. We recommend revising §603.3 A2, 604.12
A3, 604.22 A1, 607.4 A1 and 610.4 A1 to delete “and evaluating
the level of any such threats”

KPMG

The general point is accepted. Additional
sentences added to each paragraph identified
emphasizing that if a SRT is identified, the relevant
paragraph prohibiting the provision of such
service applies. The second paragraph considered
not necessary after the aforementioned revisions.

DTTL

Accepted - relevant paras revised

and then add a second paragraph (610.4 A2) such as the
following example related to §610.4 A1:
“The factors relevant for identifying self-review or advocacy threats
in 610.4 A1 are the same factors relevant in evaluating the level of
any such threats created by providing corporate finance services
to an audit client, except in the instance where a self-review threat
has been identified for a PIE audit client. When a self-review
threat for a PIE audit client has been identified, the service cannot
be provided.”

119

In various sections, a separate paragraph has been added to
describe safeguards to address advocacy threats for PIEs (as
there are no safeguards if the service creates a self-review threat)
however the types of threats are not specifically mentioned when
describing the safeguards for non-PIEs. In order to reduce any
confusion to the reader, we suggest making the following
amendment to paragraphs 603.3 A3, 604.14 A1, 604.18 A3,
604.23 A1, 608.5 A2 and 610.7 A1: “Examples of actions that
might be safeguards to address self-review or advocacy threats
...”
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ED §

Comment (ED §)

Respondents

TF response

SUB-SECTION 601 - ACCOUNTING AND BOOKKEEPING SERVICES
120

601.2 A1
and
601.2 A2

121

The responsibilities of the auditor described in §601.2 A2 appear
to exceed the description of the responsibilities of management
described in §601.2 A1. It is necessary that these responsibilities
be rebalanced, so that the primary responsibility rests with
management.

IRBA

Suggest that the last sentence of §601.2 A2 is repeated in §601.2
A3

JICPA

No change
As in extant Code, the primacy of management’s
responsibility is emphasized in the paragraph at the
end of §601.2 A2.

No change
§601.2 A3 describes the service being considered and
so there is no need to repeat the last sentence of
§601.2 A2

122

601.2 A2
and
601.2 A3

More clarity is required on the difference between the definition of
“audit process” in §601.2 A2 and the definition of “accounting and
book-keeping” in §601.2 A3. This is particularly relevant for the
below three services.

ISCA

• Technical assistance on matters such as resolving account
reconciliations
• Technical advice on accounting issues, including GAAP
conversion
• Technical advice on accounting issues
In each case, the same activity that appears under paragraph
601.2 A3 is deemed “accounting and bookkeeping service”, and
hence would be deemed to give rise to a self-review threat under
paragraph 601.3 A1. But when appearing under paragraph 601.2
A2 as part of the audit process, a proposal on adjusting journal
entries arising from audit findings would not give rise to self-review
threat if no management responsibility is assumed.
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ED §

123

601.2 A3

Comment (ED §)

Respondents

Suggest deletion of “Providing technical advice on accounting
issues, including the conversion of existing financial statements
from one financial reporting framework to another” because it
could be read to mean that typical communications between a firm
and an audit client related to technical accounting matters that
take place as part of the audit process could result in the
performance of a non-assurance service that creates a self-review
threat.

AICPA, ASSIREVI,
ICAEW, ICPAU,
ISCA, EY, DTTL,
KPMG, PwC, CAQ

See revisions to §601.2 A2 and A3

RSM

Retain approach in ED - providing accounting and
bookkeeping services to
an audit client creates a self-review threat.
The rationale for the position will be address in the
Basis for Conclusions document.

MAOB

Retain approach in ED – stakeholders have
heightened expectations regarding the firm’s
independence when the audit client is a PIE

124

The Code should distinguish between the performance of
bookkeeping and accounting activities which create a SRT, and
the provision of technical advice and assistance to the audit client
in connection with accounting matters.

125

There is a risk that prohibiting the provision of technical assistance
to PIE may result in auditors saying something in the financial
statements is wrong - but being unable to indicate what would be
right.

126

601.3 A1

§601.3 A1 refers to services creating a SRT when such services
affect accounting records/financial statements ‘on which firm will
express opinion’ – there is no mention of audit procedures or
reliance etc. on judgments made, which conflicts with §600.11 A2.

TF response

Contrast §601.3 A1 with §604.3 A1 (that uses the term ‘might’) - It
is not clear whether the Code is expressing that an accounting
service that affects the accounting records or financial statements
in which the firm will express an opinion always creates a selfreview threat whereas a
valuation service or tax service with the same effect only might
create a self-review threat.
127

601.4 A1

Should apply to all entities (i.e. including PIEs)
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ED §

Comment (ED §)

Respondents

TF response

128

Routine and mechanical tasks can be both manual in nature (as
the examples in proposed §602.2 A2 demonstrate) as well as
automated. Merely performing an automated task does not
immediately bring it outside the realms of an administrative
service, although additional evaluation of the nature of the task
would be required, for example whether the automated task is
routine and requires no judgment to be made, or the judgement is
based on client-defined criteria, etc. In addition, there are other
services that can, and perhaps should be, included as examples
in the administrative services listing in proposed §602.2 A2,
including information/data search services.

EY

The TF and Technology TF will jointly propose
revisions to be included in the final NAS
pronouncement to address routine and mechanical

129

• The final point: “… preparing financial statements based on
information in the client-approved trial balance and preparing
related notes based on client-approved records” should be
deleted. In most cases, the disclosure requirement is not readily
available and involves management responsibility.

IRBA, IPA, NASBA, In conjunction with the Technology TF, the TF has
MICPA
reviewed the approach to services that are routine and
mechanical.
Rather than provide use examples to explain what
would be regarded as routine and mechanical
accounting and bookkeeping services (as in the extant
Code), the TF’s will develop application material - see
§601.4 A2 - to provide guidance on the considerations
to be taken into account when determining whether a
proposed service is, in fact, routine and mechanical.

• Concerned at inclusion of last bullet - ‘preparation of financial
statements’. Suggest IESBA addresses the preparation of
financial statements and related disclosures separately from the
list of routine and mechanical services.

The examples (which are retained from the extant
Code) - see §601.4 A3 (formerly ED-§601.4 A2) - link
back to the factors identified in §604.1 A1
130

Consideration should be given to whether the preparation and
filing of XBRL returns could be considered to be within the scope
of this paragraph.

IRBA

No change
§601.4 A2 provides examples and is not intended to
be a comprehensive list.
Whether preparing and filing XBRL returns would be a
routine and mechanical service would depend on
whether the considerations in §601.4 A1 existed
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ED §

131

132

133

134

135

Comment (ED §)

Respondents

Do not agree with the examples of routine and mechanical
accounting and bookkeeping services for non-PIEs, as they are
deemed to create SRT.

AGNZ, BICA

AM should be expanded to discuss the importance of
management’s review and approval of such services including
calculations and posting of transactions performed by the auditor.

CPAC

Question the styling of the final paragraph: “The firm may provide
such services to audit clients…” because statements that grant
positive permission to provide a service risk being interpreted as
an absolute carve out.Phrase provision so that such activities are
not prohibited subject to the relevant conditions being complied
with.

ICAEW

Should be rephrased as threats that are not at an acceptable level
can only be managed by eliminating the threat. It is not clear on
what is meant by “address” the threat in §R601.4(b)

CPAA

Suggest firms document their evaluation of threats created by
providing routine and mechanical accounting and bookkeeping
services

GAO

TF response

No change
Based on extant Code and generally supported
No change
Point addressed in concluding sentence of §601.4 A3
and its reference to §R400.14
No change
Structure of paragraph based on extant Code and
generally supported

No change
Threats can be ‘addressed’ by safeguards - see
§R120.10 and §120.10 A2
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ED §

136

Comment (ED §)

Respondents

• Should refer to ‘firm and network firm’. The same amendment
should be made to §601.2 A2

ICAS, PwC

• Suggest moving the ‘Description of Service ’para to the start of
the Requirements and Application Material in line with other
subsections.

TF response

• See revisions to §601.2 A2 and §601.4 A3
• §601.2 A1 and §601.2 A2 address the advice etc.
that may be provided in the course of the audit and
are intended to contrast with services provided
independently of the audit.
See revision to §601.2 A3
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ED §

137

R601.5

Comment (ED §)

Respondents

• §R601.5 is in effect a blanket prohibition on accounting and
bookkeeping services being provided to audit clients that are
PIEs, despite being phrased in the same way as the other
requirements.

CNCC, ISCA,
DTTL, EY, PwC

This is due to the interaction with §601.3 A1 which states that
the provision of accounting and bookkeeping services will create
SRT. These services should be treated consistently with the
other requirements, and §601.3 A1 should state that “Providing
accounting and bookkeeping services to an audit client might
create a self-review threat.” In the same way as for other NAS,
the auditor should evaluate whether there is a SRT by applying
the test in §600.11 A2.
• Recommend an exception from the resulting prohibition on
preparing financial statements in §R601.5 be provided for these
services provided those financial statements are not used for
consolidation purposes (whether or not the component auditor is
from the same Network as the group auditor). This would be
consistent with 601.4 A1.
• Retain (from extant Code §R601.7) the ability to prepare
statutory financial statements from a client-approved trial
balance and related notes for the divisions and related entities of
a PIE client would not create a SRT.
• Audit firms often help clients with the preparation of local
statutory financial statements, which are required for local
statutory reporting purposes or regulatory or tax compliance
purposes. This work is performed in accordance with the
independence requirements relating to non-PIE audit clients
after any group audit reporting has been undertaken (or for a
component which is insignificant to the parent entity and there is
no group reporting).
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ED §

Comment (ED §)

Respondents

TF response

138

• Preparing statutory financial statements based on information in
the client-approved trial balance and preparing related notes
based on client-approved records for the divisions and related
entities of a PIE audit client would generally not create a SRT at
the PIE level and should therefore continue to be permitted
under §R601.5 provided that the statutory financial statements
do not form the basis of the consolidated financial statements of
the PIE audit client.

EY

139

Current approach to assessment of SRTs should be maintained

MIA, IDW, WPK,
BKTI, MAZARS

Retain approach in ED – stakeholders have
heightened expectations regarding the firm’s
independence when the audit client is a PIE

140

Remove “if the provision of such accounting and bookkeeping
services will create a self-review threat” as §601.3 A1 establishes
that providing accounting and bookkeeping services creates a
SRT where the service affects the financial statements being
audited.

APESB

Accepted - see revision to §R601.5

141

Consider provision for emergency situations in areas of the world
where there may not be alternative resources available.

NASBA

No change
Addressed in §R100.3 (extant Code) and §R100.7
(R&M text)
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ED §

Comment (ED §)

Respondents

TF response

SUB-SECTION 602 - ADMINISTRATIVE SERVICES
142

602.2 A2

Routine and mechanical tasks can be both manual in nature (as
the examples in proposed §602.2 A2 demonstrate) as well as
automated. Merely performing an automated task does not
immediately bring it outside the realms of an administrative
service, although additional evaluation of the nature of the task
would be required, for example whether the automated task is
routine and requires no judgment to be made, or the judgement is
based on client-defined criteria, etc. In addition, there are other
services that can, and perhaps should be, included as examples
in the administrative services listing in proposed §602.2 A2,
including information/data search services.

EY

The technology implications will be considered in the
course of the Technology Project.
See #128-129

SUB-SECTION 603 - VALUATIONS

143

603.2 A2

The application material in both §603.2 A2 and §604.17 A2 relates ICAS
to the situation when a firm or network firm performs a valuation
for tax purposes.
However, §604.17 A2 is clearer than §603.2 A2. It might be
helpful if the wording in §604.17 A2 is replicated in §603.2 A2.
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ED §

144

603.3 A1

Comment (ED §)

Respondents

• Replace ‘might ’with ‘will’. The consideration is whether the
threat can be reduced to an acceptable level.

UKFRC, APESB

“Providing a valuation service to an audit client might creates a

Some services will always create an SRT - e.g.
undertaking accounting and bookkeeping services.
Others will not - e.g. providing legal advice.

self-review threat when the results of the service will affect the
accounting records or the financial statements on which the
firm will express an opinion. Such services might also create
an advocacy threat.”

146

603.3 A2

Retain approach in ED
When determining whether a particular service ‘will’ or
‘might’ create a SRT, it is necessary to consider
whether that service will always create an SRT.

• Suggest

145

TF response

Valuations do not always create an SRT - for example,
clients request valuations for management decisionmaking purposes - e.g. when assessing the price to be
offered in acquisition negotiations. Such valuations
are superseded if the transaction proceeds and so
have no application/relevance to the company’s
financial statements.

Remove consideration of whether report will be made public from
2nd bullet

BICA

Whether a valuation will be made public is relevant
when assessing the possible advocacy threat.

Amend incorrect reference to section 604 in §603.2 A2.

DTTL

Reference to section 604 in §603.2 A2 revised
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ED §

147

R603.4

Comment (ED §)

Respondents

• “significant degree” and ‘material effect’ require judgment and
are subjective. Explanation/examples required to help achieve
appropriate and consistent application.

IFIAR, IOSCO,
IRBA

TF response

No change because
• The circumstances in which subjectivity may not be
significant are set out in §603.4 A1

• Appears to conflict with §600.14 as valuations involve significant
degree of subjectivity

• Materiality is an established accounting and auditing
concept - and it’s application in relation to NAS is
addressed in §600.16 A1 (formerly ED-§600.15 A1)
• §R603.4 relates to non-PIEs only. §R600.15
(formerly ED-§600.14) applies to PIEs.

148

603.4 A1

“widely accepted” requires judgment and is subjective.
Explanation/examples required to help achieve appropriate and
consistent application.

IOSCO

§603.4 A1 revised to remove reference to ‘widely
accepted’.

149

R603.5

Suggest

APESB

No change.

“A firm or a network firm shall not provide a valuation service that
will affect the accounting records or financial statements on which
the firm will express an opinion to an audit client that is a public
interest entity if as the provision of such a valuation service
creates a self-review threat in relation to the audit of the financial
statements on which the firm will express an opinion that cannot
be eliminated or reduced to an acceptable level.”

Having carefully reviewed the proposed formulation,
the TF has concluded that the suggested revisions
should not be adopted because they have the effect of
converting the assessment to the effect on the
financial statements etc. - as opposed to whether
there is a risk that the service will create an SRT.

SUB-SECTION 604 - TAX
150

604.2 A2

Add last sentence - “Firms should assess the nature and scope of BICA
these services and apply paragraphs in the Code applicable to the
categories considered relevant to them”
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ED §

152

604.3 A1

Comment (ED §)

Respondents

Suggest

APESB

“Providing tax services to an audit client might creates a selfreview threat when the results of the services will affect the
accounting records or the financial statements on which the firm
will express an opinion. Such services might also create an
advocacy threat.”
152

153

R604.4

TF response

Retain approach in ED
See discussion at #144.

Prohibition should be formulated more strongly to acknowledge
that provision of tax services to PIEs is prohibited in several
jurisdictions where they have a material effect on the financial
statements

IOSCO

See #9

In Australia, the term ‘tax avoidance’ is associated with breaching
tax law. Therefore, if an Australian professional accountant
promotes tax avoidance transactions or schemes, they would be
breaching the law and also breaching various sections of the
Australian Code, including paragraph R115.1.

APESB

The TF has concluded that the term ‘tax avoidance’
should be retained because it is a term that is widely
used and understood. When adopting the Code, it
would be open to NSS to provide additional guidance
to avoid any misunderstanding of the term. This
explanation to be included in Basis for Conclusions

In APES 220 Taxation Services, APESB refers to ‘tax schemes or
arrangements where the dominant purpose is to derive a tax
benefit, and it is not reasonably arguable that the tax benefit is
available under Taxation Law.’

The term ‘a significant purpose’ has been replaced
with ‘the principle purpose’ because
• ‘Principle’ is less subjective than ‘significant’.

154

Prohibition could be problematic as judgement is required to
determine the purpose and significance of the tax treatment.

ACCA & CAANZ

155

Do not support because there is no globally agreed and
CPAA, SMPC
unambiguous definition of the term “tax avoidance.” It seems to be
an area that is best addressed by regulators and legislators; rather
than by a standard setter in a Code of Ethics
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ED §

Comment (ED §)

Respondents

TF response

156

Concerned at the risk of misinterpretation of ‘significant purpose’
and ‘tax avoidance’

CNCC, IDW, ISCA,
KICPA, EY

157

Tax services that involve tax avoidance are an extension of the
fundamental principle of integrity - not an independence matter.
Any independence considerations are covered by §R604.13 as it
covers treatment in the financial statements.

ICAEW

Noted

158

Do not support due to the subjective nature of “have a basis in tax
law that is likely to prevail”

WPK

See #164

159

Tax avoidance should be addressed by new Tax TF

AE, IDW

No change
Tax TF is addressing different issues. The
permissibility of certain types of tax services and tax
transaction is within the scope of the NAS project

160

In some markets the relevant tax law lacks the clarity, precedents
or administrative processes that would enable a firm to determine
conclusively that their interpretation and application of the law and
advice to the client is likely to be confirmed by the relevant tax
authority, tribunal or court.

PwC

For this reason, it would be helpful to clarify that where local
market conditions make the“ basis in applicable tax law and
regulation that is likely to prevail” test inappropriate, the audit
firm’s independence will not be impaired if the tax advice given to
the client is supported by“ substantive authority” in the tax code or
in tax authority pronouncements, taking into account all other
relevant information available at the time.
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ED §

Comment (ED §)

Respondents

• Advice following introduction of new tax laws should not give rise MIA, MICPA
to independence issues if subsequent decisions conclude such
treatment was inappropriate.

161

• An auditer’s independence should not be considered impaired if
the firm has complied with this requirement, but the client’s tax
treatment is subsequently successfully challenged by the tax
authority.

TF response

No change
If a basis existed in applicable tax law and regulation
that was likely to prevail at the time the advice was
given, no independence issue should arise if a
subsequent decision changes the interpretation or
application of the relevant law/regulation

162

Should a distinction be drawn between PIEs and non-PIEs

EFAA

Retain approach in ED

163

Drafting suggestions

DTTL

Considered in context of other drafting changes arising
from comments received

164

R604.4
and
604.12 A2

• The phrase “likely to prevail” is subjective which raises concerns
as to how it might be interpreted and practically applied.

IRBA, NASBA,
The TF believes that when considering which
APESB, CNCC,
formulation ‘likely to prevail’ or ‘more likely than not to
MIA, AICPA,
prevail’ to use, the appropriate analysis is as follows:
ASSIREVI, CAI,
• §604.12 A2 (b) and (c) are not clear. The use of established
• Do the two formulations give rise to an equivalent
practice may still require significant professional judgement and CPAC, IDW, IPA,
ISCA, NYSSCPA,
test ?
may be used differently in each jurisdiction, as it is subject to
different interpretations. In particular, §604.12 A2 (c), is not clear SAICA, WPK,
• If yes, which is more generally known and
as to whose view informs this decision, and is highly subjective. BDO, BKTI, KPMG,
MAZARS,
NEXIA,
understood ?
We favour the deletion of it.
CAQ, EFAA,
SMPC
• If no, which of the two sets the higher threshold ?
• Concerned that ‘likely to prevail’ may not work in Germany due
to legal obligation to advise all potentially viable options and
The TF is currently of the view that the two
advise on likelihood of being permitted. May also promote overformulations are NOT equivalent. ‘More likely than not
conservative approach
to prevail’ requires only a marginal increased
probability. In contrast, ‘likely to prevail’ implies a
• AM needs to be reconsidered in light of Interpretation 23 clear probability that the advice will prevail.
Uncertainty over Income Tax Treatments. Consideration should
be given to removal of §604.12 A2

The Board is asked whether to retain “likely to prevail”
or whether to change to “more likely than not to
prevail”.
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ED §

Comment (ED §)

Respondents

TF response

165

604.7 A1

Replace “This service” by “Tax calculation services...”

PwC

See revision to §604.7 A1

166

604.9 A1

The first sentence in §604.9 A1 is duplicative of §604.8 A1 and
should be deleted.

DTTL, PwC

Accepted - first sentence of §604.9 A1 deleted

167

R604.10

• Requirement is unrealistic as a tax calculation for deferred tax
liabilities always gives rise to a SRT

IOSCO, APESB

The TF has concluded that current and deferred tax
calculations should not be undertaken by auditors of
PIEs because, as clearly stated in §604.8 A1, such
services create an SRT.

• Inclusion of the qualifier “if such calculations will create a selfreview threat” is unnecessary.

§R604.10 has therefore been amended to be an
outright prohibition
168

604.12 A1

Suggest:

APESB

“Providing tax advisory and tax planning services to an audit client

No change
See discussion at #144.

might creates a self-review threat when the results of the services
will affect the accounting records or the financial statements on
which the firm will express an opinion. Such services might also
create an advocacy threat.”
169

170

604.12 A2

A SRT arises whenever the results of a service are reflected in
amounts in the financial statements. That threat may be mitigated
if the service does not require exercise of subjective judgment but will not be eliminated as mistakes can occur. Tax authority or
precedent cannot eliminate SRT unless it can be argued that they
will always support the outcome of the service - which seems
unlikely.

UKFRC, XRB

Tax advisory and tax planning services give rise to SRT. Factors
listed are examples of safeguards. That approach is inconsistent
with threats and safeguards approach elsewhere in Code

CPAA

Retain approach in ED
The approach to SRTs is based on the possibility of
conflicting judgments being made, and the audit team
subordinating its judgment to that of the NAS team.
No such issue arises if the audit team identifies a
mistake.
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ED §

171

Comment (ED §)

Respondents

The factors listed in §604.12 A2 of the NAS Proposals could be
combined with §604.12 A3 as factors relevant in identifying and
evaluating self-review or advocacy threats.

172

173

APESB

TF response

No change
If the circumstances in §604.12 A2 exist, no SRT will
be created.

Inappropriate to state that tax advisory and tax planning will not
APESB
create a threat in §604.12 A2 when compared to §604.6 A1, which
states that tax return preparation does not usually create a threat.

No change

The word ‘or’ should be added between sub- paras (a) and (b);

MAZARS

No change. Paragraph complies with drafting
conventions

“long period” - requires judgment and is subjective - requires
explanation/examples to help achieve appropriate and consistent
application

IFIAR, IRBA, MIA

‘long period’ deleted - not necessary

Believe it is impractical to obtain pre-clearance of proposed tax
treatment from the applicable tax authorities before preparation of
the financial statements - see §604.12 A2 (a) and §604.12 A3.

GTI

No change, also refer to #182 where the TF views that
- if available - pre-clearance is an appropriate
safeguard.

Rationale for approach is set out in §604.6 A1

Clarify whether the examples are an exhaustive list of situations
which will not create a SRT.
174

175

604.12 A3

This provision exists in the extant Code - §604.7 A3
176

R604.13

• Suggest guidance needed as to meaning of phrase ‘has doubt’

IRBA, NASBA,
CNCC, CAI,

• Test should be that ‘the audit team disagrees with the treatment
and presentation’.
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ED §

177

Comment (ED §)

Respondents

Will the audit team assessment be known at the time the NAS is
provided ?

AE, CPAA,
HKICPA, KICPA,
SAICA, BKTI,

TF response

No change to ED position
• The provisions are in the extant Code and this
concern has not been encountered.
• If the effectiveness of the advice depends on the
accounting treatment, it is likely that the proposal will
in fact have been considered by the audit team.

178

Certain tax NAS should be prohibited as materiality thresholds for
tax planning and tax advisory services are difficult to define and
enforce.

IOSCO

Retain approach in ED
In case of PIEs, materiality has been excluded from
consideration in the revised proposals.
In case of non-PIEs, materiality retained for
proportionality reasons.

179

The interaction between the prohibition in §R604.13 with §604.12
A2 should be clarified.

PwC

No change - Interaction between two paragraphs
exists in extant Code without concerns being raised.
§R604.13 applies when doubt about the accounting
treatment exists. Only change from extant Code is the
deletion of materiality qualifier from §R604.13.
- the objective of the IIS is to ensure auditors
discharge their responsibilities in relation to the
conduct of the audit independently from the interests
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ED §

Comment (ED §)

Respondents

TF response

180

The underlying assumption seems to be that there will always be
alignment between an applicable financial reporting framework
and an applicable tax law or established practice, which may not
be true in every circumstance. In the event of a conflict, the
prohibition at §R604.13 is intended to override the carve-out in
§604.12 A2. In other words, the audit firm must not provide tax
advice that depends on an inappropriate accounting treatment or
presentation, even if that advice, together with the accounting
treatment, would be likely to be acceptable to the relevant tax
authorities.

PwC

181

Materiality should be taken into account for non-PIEs

MIA, HKICPA,
Rationale for approach to be included in Basis for
ICAEW, ICAI, IDW, Conclusions
WPK, BKTI,
KPMG, SRA,
EFAA, SMPC

604.14 A1
and
604.15 A1

Remove reference to pre-clearance by tax authorities in 3rd and
2nd bullets respectively

BICA

R604.15

Suggest

182

183

of the audited entity (e.g. tax advice that would reduce
that entity’s tax charge)

No change
Pre-clearance, if available, would be an effective
safeguard

APESB

“A firm or a network firm shall not provide tax advisory and tax
planning services that will affect the accounting records or
financial statements on which the firm will express an opinion to
an audit client that is a public interest entity if as the provision of
such a services will create a self-review threat in relation to the
audit of the financial statements on which the firm will express an
opinion that cannot be eliminated or reduced to an acceptable
level.”
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ED §

Comment (ED §)

Respondents

TF response

184

604.16 A1

Amend “and include” to “including” to refer more clearly to the
range of circumstances, not the services themselves.

PwC

Accepted - see revision to §604.16 A1

185

604.17 A1

Suggest

APESB

No change

“Providing valuation for tax purposes to an audit client creates a

See discussion at #144.

self-review threat when the results of the services will affect the
accounting records or the financial statements on which the firm
will express an opinion. Such services might also create an
advocacy threat.”
186
187

604.17 A2

Replace “Providing valuation” with “performing valuation...” to be
internally consistent.

PwC

No change considered necessary

The AM in §604.17 A2 creates subjectivity by proposing
differentiating requirements between valuation services for tax
purposes that have no impact on the financial statements other
than accounting entries relating to tax (where proposed
paragraphs 604.16 A1 to 604.19 A1 apply) and valuation services
for tax purposes that affect the financial statements in other ways
(in which case subsection 603 applies). To eradicate this issue,
§604.17 A2 should be split in two (see extant Code). This
approach would also make it possible to simplify §R604.19.

APESB

Retain approach in ED

The TF considers that the proposed text is clear.
The fact that, in §R604.19, the valuation has to be
undertaken in accordance with established
methodologies etc. and has to be subject to external
review by the appropriate authority supports the
independence of the valuation

188

604.18 A1

Suggest amending to ‘valuation, as incorporated in a tax return or
other filing, is subject to review’

KPMG

§604.18 A1 revised as suggested

189

R604.19

There should be an outright prohibition on providing valuations for
tax purposes, consistent with the requirement in §R600.14

UKFRC

No change
See comment and TF response at #187
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190

Comment (ED §)

Respondents

How does §R604.19 “valuation is subject to external review...”
differ from §604.6 A1 (b) “tax returns are subject to whatever
review or approval process...”?

ISCA, DTTL

TF response

No change
• Under §R604.19 the valuation is prohibited unless it
will be subject to external review.
• §604.6 A1 (b) sets out the reasons why a threat is
not usually created which include the fact that tax
authorities have the ability to review the returns
submitted

191

192

§R604.19 appears to contain an exception to the SRT prohibition
in §R600.14 for public interest entities re valuations for tax
purposes when the valuations do not involve a significant degree
of subjectivity. In the Valuation subsection, at §R603.5, there is a
prohibition on valuation services for public interest entities. There
is also a prohibition on valuations for non-PIEs unless the
valuation does not involve a significant degree of subjectivity
(paragraphs R603.4 and 603.4 A1). If there is going to be an
exception to the §R600.14 rule under certain circumstances, we
believe it would be beneficial to users of the Code for this to be
highlighted in Section 600.

ICAS

Suggest converting exception into an example of what would not
create a SRT

BDO

No change, addressed in §600.9 A3
The fact that, in §R604.19, the valuation has to be
undertaken in accordance with established
methodologies etc. and has to be subject to external
review by the appropriate authority supports the
independence of the valuation.

No change
Those circumstances do not remove the SRT.
However, they reduce the threat to the independence
of the valuation.

193

Suggest revision to avoid apparent contradiction with §R600.14

RSM

“A firm or network firm shall not perform a valuation for tax
purposes for a public interest entity if the provision of that
service will create a self-review threat in relation to the audit of
the financial statements on which the firm will express an
opinion. This will be the case unless:...”
Agenda Item 3-C
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194

604.21 A1

Comment (ED §)

Respondents

Suggest

APESB, KPMG

“Providing assistance in the resolution of a tax dispute to an audit

TF response

No change
See discussion at #144.

client might creates a self-review threat when the results of the
services will affect the accounting records or the financial
statements on which the firm will express an opinion. Such
services might also create an or advocacy threat.”
195

604.22 A1

Remove whether proceedings will be heard in public from
consideration

BICA

Retain approach in ED – TF considers it is an
appropriate factor to be included

196

R604.24

Suggest

APESB

No change.

“A firm or a network firm shall not provide assistance in the

Having carefully reviewed the proposed formulation,
the TF has concluded that the suggested revisions
should not be adopted because they have the effect of
converting the assessment to the effect on the
financial statements etc. - as opposed to whether
there is a risk that the service will create an SRT.

resolution of tax disputes that will affect the accounting records or
financial statements on which the firm will express an opinion to
an audit client that is a public interest entity if as the provision of
that assistance will create a self-review threat in relation to the
audit of the financial statements on which the firm will express an
opinion that cannot be eliminated or reduced to an acceptable
level.”

197

It would be helpful to provide an example of when assisting in the
resolution of a tax dispute would create a self-review threat,
similar to the example given for litigation services

KPMG

SUB-SECTION 605 - INTERNAL AUDIT SERVICES
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ED §

198

General

199

Comment (ED §)

Respondents

TF response

Encourage IESBA to prohibit the provision of internal audit
services to any audited entity because performing such services
means that in effect the firm becomes an integral part of the
client’s internal control.

IAASA, UKFRC

Retain approach in ED in light of proportionality

Code should be more explicit as to whether, and to what extent, it
is permissible to provide internal audit services and then rely on
work set out in ISA 620

IOSCO

Given the wide range of activities that can comprise
internal audit services (including relating to matters of
an operational nature and not impacting the financial
statements), it is only possible to approach the issue
on a principles basis.
Such a principles based approach is adopted in the
revised proposals - in that internal audit services may
only be provided to PIEs if (i) they do not give rise to
as SRT in relation to the financial statements to be
audited and (ii) the auditor does not assume
management responsibility.

200

605.2 A1

Urge use of IIA definition of internal auditing

IIA

Noted - refer to definition in Basis for Conclusions

201

R605. 3

• Disagree with reference to ‘preferably senior management’
being responsible for internal audit services

IIA

• To be addressed in Basis for Conclusions
• The importance of ensuring that the firm is not in a
position of assuming management responsibility is
addressed in §605.3 A1 and A2

• Concerned that auditor firms should not assume responsibility
for any of the matters identified
202

605.4 A1

Suggest

APESB

“Providing internal audit services to an audit client might creates a
self-review threat when the results of the services impact the audit
of will affect the accounting records or the financial statements on
which the firm will express an opinion.”
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ED §

203

R605.6

Comment (ED §)

Respondents

Suggest

APESB

“A firm or a network firm shall not provide internal audit services

TF response

No change.
Having carefully reviewed the proposed formulation,
the TF has concluded that the suggested revisions
should not be adopted because they have the effect of
converting the assessment to the effect on the
financial statements etc. - as opposed to whether
there is a risk that the service will create an SRT.

that will affect the accounting records or financial statements on
which the firm will express an opinion to an audit client that is a
public interest entity if as the provision of such services will create
a self-review threat in relation to the audit of the financial
statements on which the firm will express an opinion that cannot
be eliminated or reduced to an acceptable level.”

SUB-SECTION 606 - INFORMATION TECHNOLOGY SERVICES
204

R606.3

Heading needed as this paragraph does not relate to the
description of the service.

PwC

Accepted - new heading inserted

205

606.3 A1
(c)

“not significant” - requires judgment and is subjective - requires
explanation/examples to help achieve appropriate and consistent
application

IFIAR, IRBA

To address the concerns expressed at the use of
language - ‘not significant ’- that is subjective, the TF
has revised §606.3 A1 (c) to make it clear that such
an engagement should only be undertaken if the
scope of the work is specified by management and the
work involved does not require specialist expertise
(e.g. that would be required to change the software
coding).
The TF is also seeking input from the Technology TF.
Does the Board support such an approach ?

206

606.4 A1

Suggest

APESB

“Providing IT systems services to an audit client might creates a
self-review threat when the results of the services impact the audit
of will affect the accounting records or the financial statements on
which the firm will express an opinion.”
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ED §

Comment (ED §)

Respondents

TF response

207

606.5 A1
and
R606.6

The headings should be in italics.

PwC

Amended

208

R606.6

Suggest

APESB

No change.

“A firm or a network firm shall not provide IT systems services that

Having carefully reviewed the proposed formulation,
the TF has concluded that the suggested revisions
should not be adopted because they have the effect of
converting the assessment to the effect on the
financial statements etc. - as opposed to whether
there is a risk that the service will create an SRT.

will affect the accounting records or financial statements on which
the firm will express an opinion to an audit client that is a public
interest entity if as the provision of such a service will create a
self-review threat in relation to the audit of the financial statements
on which the firm will express an opinion that cannot be eliminated
or reduced to an acceptable level.”

SUB-SECTION 607 - LITIGATION SUPPORT SERVICES
209

General

All litigation support services should be prohibited

AGNZ

Retain approach in ED
There are many litigation support services that pose
no threat to the relationship between auditor and audit
client - e.g. use of data searching facilities to manage
documents for use in Court

210

607.3 A1

Suggest

APESB

“Providing litigation support services to an audit client might
creates a self-review threat when the results of the services affect
the accounting records or the financial statements on which the
firm will express an opinion. Such services might also create an
advocacy threat.”
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211

212

R607.6

Comment (ED §)

Respondents

TF response

Providing expert witnesses should be forbidden unless appointed
by tribunal or court. Alternatively, person involved should be
withdrawn from any involvement with audit service to the client

IOSCO

Provision of expert evidence by an audit firm in a
dispute involving an audit client that is a PIE is
prohibited unless the appointment is by the court or
tribunal (see §R607.9)

Add AM as to what it means to be an expert witness

KPMG

No change
Addressed in §607.7 A1 (b)

213

Retain materiality qualifier

ISCA

Retain approach in ED

214

§R607.6 - The Board should clarify

PwC

(i) ‘advice’ replaced by ‘assistance’

(i) The use of “advice” in §607.6 A1, and why this is different from
the language of other subsections that contain examples of
self-review threats, including providing assistance in the
resolution of tax disputes, where “assistance” would normally
include “advice”.
(ii) How references to “advice” are intended to interact with the
general provision in 600.12 A1.
(iii) Whether §R607.9 prohibits the provision of assistance to PIEs
in relation to the resolution of tax disputes beyond §R604.24
(given that the role of the client’s tax advisor in a tax dispute
could be encompassed within the IESBA definition of “expert
witness”, it would be helpful to have clarification that this subsection of the Code is not intended to apply to tax services)
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ED §

215

Comment (ED §)

Respondents

Suggest

APESB

“A firm or a network firm shall not provide litigation support

607.6 A1

Add example of permitted litigation support service - internal
investigations directed by TCWG.

No change.
Having carefully reviewed the proposed formulation,
the TF has concluded that the suggested revisions
should not be adopted because they have the effect of
converting the assessment to the effect on the
financial statements etc. - as opposed to whether
there is a risk that the service will create an SRT.

services that will affect the accounting records or financial
statements on which the firm will express an opinion to an audit
client that is a public interest entity if as the provision of such a
service will create a self-review threat in relation to the audit of the
financial statements on which the firm will express an opinion that
cannot be eliminated or reduced to an acceptable level.”

216

TF response

AICPA, BDO

No change
Undertaking an internal investigation as directed by
TCWG would not remove the SRT as the audit team
might have to review the outcome of that investigation.

217

607.7 A2

218

219

607.7 A3

Is §607.7 A2 an exception to §R607.9 ?

ICAEW

No - the situation contemplated in §607.7 A2 relates to
a person called as a witness of fact (who would not fall
within §R607.9)

Suggest paragraph be amended as follows: “...acts as a witness
of fact and in the course of doing so provides evidence an opinion
within the individual’s area of expertise”.

DTTL

No change

Do not agree that an advocacy threat is removed if the firm is
UKFRC
appointed by court or tribunal because an advocacy threat that
involves taking a position closely aligned to that of management
cannot be eliminated by the firm or individual being appointed by a
tribunal or court. A firm should not accept such an appointment
unless required to do so by law, in which case it should apply
safeguards.
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ED §

Comment (ED §)

Respondents

TF response

220

Add exception where service provided to provided to a large group AICPA
of plaintiffs or defendants that includes one or more audit clients of
the firm, provided that at the outset of the engagement:
• the firm’s audit clients constitute less than 20 percent of the
members of the group, voting interests of the group, and the
claim;
• no audit client within the group is designated as the lead
plaintiff or defendant of the group; and
• no audit client has the sole decision-making power to select or
approve the selection of the expert witness.

Additional exception added to §607.7 A3

221

Suggest addition of two additional criteria:

• No change - doesn’t happen

BDO

• Client not involved in selection or appointment by tribunal or
court;

• Added exception to address class action
circumstances to §607.7 A3

• Exception for class action lawsuits - see AICPA
1.295.140.04a

222

223

R607.9

Why does court appointment remove the ground for the prohibition ICAEW
?

Address in Basis for Conclusions

§R607.9 is ambiguous in that it could be read as capturing both
the relevant PIE audit client and the adverse party. As the
intention is to preserve auditor independence of the client, we
recommend that the prohibition should be drafted in relation to the
audit firm acting for the PIE audit client only.

Drafting revised

PwC

“R607.9 A firm or a network firm or a network firm or an individual
within a firm or a network firm, shall not act for an audit client that
is a public interest entity as an expert witness in a dispute
involving unless appointed by a tribunal or court."
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224

Comment (ED §)

Respondents

Make clear that when appointed by court or tribunal an expert
witness acts as a witness of fact.

MIA

TF response

No change, defined in §607.7 A1

SUB-SECTION 608 - LEGAL SERVICES
225

General

Suggest IESBA extends the prohibitions to include the provision of CEAOB, IAASA
legal services that involve negotiating on behalf of a PIE audited
entity.

The TF recognizes that there are circumstances where
negotiating on behalf of a PIE may give rise to threats
to independence.

The TF considers that such concerns arise when the
firm or network firm negotiates on behalf of an audit
client (including advising on the approach to be taken).
Such circumstances give rise to an advocacy threat
(not an SRT threat) or results in an assumption of
management responsibility.
The TF has addressed the issue by adding §608.5
A3
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ED §

226

608.3 A1

Comment (ED §)

Respondents

Suggest

APESB

“Providing legal services to an audit client might creates a self-

TF response

No change
See discussion at #144.

review threat when the results of the services affect the
accounting records or the financial statements on which the firm
will express an opinion. Such services might also create an
advocacy threat.”
227

R608.6

Suggest

APESB

“A firm or a network firm shall not provide legal advice services
that will affect the accounting records or financial statements on
which the firm will express an opinion to an audit client that is a
public interest entity if as the provision of such a services will
create a self-review threat in relation to the audit of the financial
statements on which the firm will express an opinion that cannot
be eliminated or reduced to an acceptable level.”

228

608.6 A1

229

230

608.6 A2

No change.
Having carefully reviewed the proposed formulation,
the TF has concluded that the suggested revisions
should not be adopted because they have the effect of
converting the assessment to the effect on the
financial statements etc. - as opposed to whether
there is a risk that the service will create an SRT.

The application guidance in §608.6 A1 is relevant to all audit
clients, not just PIEs, and therefore is in the wrong location within
Section 608.

DTTL

Accepted - §608.6 A1 moved to become §608.5 A2

Amend the second example in §608.6 A1 (legal advice interpreting provisions in contracts) to make it clear that a selfreview threat is only created if a purpose of the client’s request for
legal advice is to quantify a claim or liability for accounting or
financial reporting purposes.

PwC

No change. The purpose of the quantification is
irrelevant - once undertaken, it becomes information
that the audit team might need to review.

Replace “legal advisory services” with “legal advice” to be
internally consistent

PwC

Amended
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231

R608.8

Comment (ED §)

Respondents

§R608.8 should prohibit acting in an advocacy role in resolving a
dispute/litigation regardless of whether entity is a PIE. Safeguard
§608.8 A1 is not effective.

IOSCO

TF response

• Acting as an advocate for a PIE is expressly
prohibited - §R608.9
• Acting as an advocate for a non-PIE is only
permitted if the amounts involved are immaterial
• Safeguards addressed in Issue D

SUB-SECTION 609 - RECRUITING SERVICES
232

General

Suggest further prohibitions to address human resource services
in relation to the organisational design and cost control.

CEAOB, IAASA

No change
No reason to prohibit unless firm assumes
management responsibility

233

609.4 A1
Disagree as guidance could be seen as influential and give rise to
(now 609.4 threats to integrity, objectivity and independence.
A2)

234

235

R609.6

UKFRC

Retain approach in ED

The first sentence would seem to fit better as a lead-in to
§R609.4.

PwC

Amended

Should prohibit advising on the appointment or the remuneration
package of any director or employee of an audit client.

UKFRC

§R609.6 revised
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ED §

Comment (ED §)

Respondents

TF response

SUB-SECTION 610 - CORPORATE FINANCE SERVICES
236

General

The subheadings for the entire section should be reconsidered.

DTTL

Headings reviewed and revised

§R610.5 - The section heading is not correct - it refers to
numerous corporate finance prohibitions, not just in relation to
promoting, dealing in or underwriting the shares, etc. of an audit
client.

237

610.2 A1

Concerned at addition of “performing due diligence in relation to
potential acquisitions and disposals” amongst the list of corporate
finance services, when these services are not by their nature
corporate finance services. This misplacement could give the
incorrect impression that due diligence services might create a
self-review or advocacy threat. We consider that performing due
diligence is consistent with the role of the auditor.

AICPA, ASSIREVI,
DTTL, EY, GTI,
KPMG, PwC, CAQ

Reference to due diligence deleted

238

610.3 A1

Suggest

APESB

No change

“Providing corporate finance services to an audit client might

See discussion at #144.

creates a self-review threat when the results of the services affect
the accounting records or the financial statements on which the
firm will express an opinion. Such services might also create an
advocacy threat.”
239

610.4 A1

Suggest deleting the third bullet point under 610.4 A1 as this
factor is now a prohibited service for all audit clients as stated at
R610.6.

KPMG
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ED §

240

R610.6

Comment (ED §)

Respondents

• Suggest guidance needed as to meaning of phrase ‘has doubt’

TF response

IRBA, NASBA,
CNCC, CAI

See #176

No change - the prohibition applies irrespective of the
nature of the threat

• Test should be that ‘the audit team disagrees with the treatment
and presentation’.

241

The prohibition should be extended to any threat, and the related
guidance material could address the most relevant threats.

APESB

242

Materiality should be taken into account for non-PIEs

MIA, HKICPA,
Rationale for approach to be included in Basis for
ICAEW, ICAI, IDW, Conclusions
WPK, BKTI,
KPMG, SRA,
EFAA, SMPC

243

Will the audit team assessment be known at the time the NAS is
provided ?

AE, CPAA,
HKICPA, KICPA,
SAICA, BKTI

No change, see #177

CEAOB, IAASA

§R610.5 revised to address advising on shares,
debt and financial instruments issued by the audit
client

244

R610.8

Suggest IESBA sets more restrictive rules for the provision of
services linked to the financing, capital structure and allocation
and investment strategy of the audited entity.
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ED §

Comment (ED §)

Respondents

TF response

245

With the exception of the case referenced in §R610.5, it is also
unclear in this section how the other corporate finance services
that are listed as examples might create a self-review threat.
Additional examples, such as in §608.6 A1, would be useful. If
there are no other examples, we suggest for §R610.8 to be
removed.

DTTL

No change. Any work related to or involving
assessments/valuations of assets or work-in-progress
might give rise to a SRT

246

Suggest

APESB

No change.

“A firm or a network firm shall not provide corporate finance
services that will affect the accounting records or financial
statements on which the firm will express an opinion to an audit
client that is a public interest entity if as the provision of such a
services will create a self-review threat in relation to the audit of
the financial statements on which the firm will express an opinion
that cannot be eliminated or reduced to an acceptable level.”

Having carefully reviewed the proposed formulation,
the TF has concluded that the suggested revisions
should not be adopted because they have the effect of
converting the assessment to the effect on the
financial statements etc. - as opposed to whether
there is a risk that the service will create an SRT.

SECTION 400
247

400.13 A2

Suggest an amendment to the statement that assuming a
DTTL
management responsibility creates a SRT. Based on the definition
of a SRT in Section 600, this would not always be the case. For
instance, making a decision regarding hiring of an employee
would be a management responsibility, and would not result in a
SRT. We suggest the wording be changed to state a SRT “might
be created.”
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No change - the proposed change would involve a
change in substance from the extant Code which
would not be appropriate
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ED §

Comment (ED §)

Respondents

TF response

248

400.13 A4
and
400.13 A2

Helpful to provide link to §600.12 A2: - such as “However,
providing advice and recommendations to management of an
audit client might create a self-review threat (ref 600.12 A2).”

ICAS

§400.13 A4 revised to address concern

249

R400.14
and
R900.14

Extant R600.8 and R950.7 should remain in Section 600 because
keeping these paragraphs in their current locations would assist
firms in complying with these requirements, as they most directly
relate to the provision of NAS.

GAO

Retain approach in ED to give more prominence to the
prohibition on assuming management’s
responsibilities. §600.7 A1 also includes a reference
back to Section 400.

250

400.31

§400.31 A1 - Suggest adding examples of factors relevant when
evaluating the threats to independence resulting from providing
NAS that would be impermissible prior to being engaged to be the
auditor. These factors might include:

DTTL

(a) §400.31 A3 added

(a) Whether the results of the services have been subject to audit
procedures by another firm
(b) The materiality in relation to the client’s financial statements
(c) Whether the services were provided by professionals who are
not audit team members.
252

R400.32
• Certain services provided in a previous year will always impair
CEAOB, IAASA,
(now
IFIAR, IRBA,
an audit firm’s ability to accept appointment - designing or
R400.32
implementing internal control or risk management procedures, or UKFRC
and
a financial information technology system
400.32 A1)
• The firm should be required to perform an assessment of the
threats and whether they are acceptable in the view of an
objective, reasonable and informed third party.
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(b) Materiality qualifier removed as a matter of
principle
(c) Already included in §400.31 A2

§R400.32 (b) & (c) added to address these
concerns by introduction of the RITP test.
Former conditions converted into actions that a
RTIP might consider to eliminate or reduce to an
acceptable level any threats… - see §400.32 A1
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ED §

252

253

Comment (ED §)

Respondents

Consider adding “unless such prior year’s financial statement had
been restated” at the end of bullet (a). Financial statements that
had been audited by a predecessor firm in the prior year still can
be restated during the current year in order to comply with an
accounting advice that had been given by the newly appointed
firm in the current year.

CMASA

The provision would be more precise if it were broken into two:

APESB

TF response

No change
It would be a breach of the spirit of the Code for the
newly appointed firm to restate the prior year financial
statements in such circumstances.

(a) The NAS has been provided in the same period that the
audit is being undertaken; and
(b) The NAS has been provided in prior years and another firm
has audited those financial years.
In relation to (a), the assessment of the impact on independence
would follow the existing requirements in relation to NAS - if the
service is material or will affect the accounting records or the
financial statements on which the firm will express an opinion, the
firm is precluded from accepting the audit.
In relation to (b), the NAS will have been subjected to auditing
procedures by another firm. Therefore, the assessment will be
whether the service is material or will affect the accounting records
or the financial statements on which the firm will express an
opinion. If it is, then the firm needs to consider whether the
safeguard of the PIE engaging a party to undertake an external
review of the NAS, would eliminate or reduce the threat to an
acceptable level, thereby allowing the firm to accept the audit
engagement.
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See revised §R400.32 and §400.32 A1
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ED §

254

255

Comment (ED §)

Respondents

Concerned that withdrawing the materiality qualifier could
unintentionally and unnecessarily limit the choice an enterprise
has for an audit firm when applying the requirement in proposed
§R400.32. It would be in the public’s interest to allow materiality to
be a consideration with regard to the requirement in sub-points (b)
and (c) of proposed §R400.32. Further, specifically for sub-point
(b), we suggest the review be limited to the relevant elements for
which a SRT exists when the matter is not material.

EY

• There are practical challenges in implementing the new
XRB
requirement in §R400.32. The firm is not always able to time its
appointment to fit neatly around the requirements of the
paragraph and it can be costly for the firm to engage a
professional accountant to perform the required review or for the
entity to engage another firm to evaluate or re-perform the
procedures sufficient to take responsibility for the result of the
NAS.
• In our view, the proposed sub-para (b) is not an appropriate
safeguard against a threat of independence in appearance. We
do not consider there are any alternative safeguards available,
and unless (a) or (c) are used, the firm should not accept the
engagement.
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TF response

See revised §R400.32 and §400.32 A1
Retain approach in ED to withdraw materiality qualifier

Issue D

See revised §R400.32 and §400.32 A1
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ED §

256

Comment (ED §)

Respondents

• Agree that an appropriate safeguard regime is needed where a
previous NAS provided to a PIE might preclude an auditor from
accepting an audit engagement.

TF response

IDW

• Does not support removal of use of non-audit team members to
provide the particular service, or to perform an appropriate
review of audit and NAS as a safeguard.
• Given the lack of any apparent gain in terms of engagement
quality for the client coupled with an increase in costs, question
whether the safeguards proposed in paragraph R400.32 (b) and
(c) will gain client acceptance and suspect they may
disadvantage some firms being engaged as auditor in the PIE
audit market.

257

Where a prohibited NAS has been provided to a non-PIE audited
entity which becomes a PIE “we believe there is an argument for
allowing internal review where the threat would have been
considered to be at an acceptable level in the absence of the
overall PIE self-review prohibition.”

ICAEW

See revised §R400.32 (which introduced RTIP test)

258

• Clarify that all three options are mutually exclusive
• §R400.32 (c) is unrealistic
• Same comment applies to §600.20 A1

BKTI

See revised §400.32 A1

259

• Under (a), when would tax planning be considered ‘subject to
auditing procedures ’?

KPMG

• N/A
• Addressed in revision to §R432.32 (c)

• Does ‘another firm ’under (c) allow for a network firm to perform
the engagement contemplated ?
260

Question whether the proposal to use an external party is
practical.

ACCA & CAANZ,
CPAA
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See revised §R400.32 (which introduced RTIP test)
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ED §

261

Comment (ED §)

Respondents

TF response

Question whether the proposals are practical or necessary - urge
IESBA to consider other solutions.

EFAA, SMPC

See revised §R400.32 (which introduced RTIP test)

We consider that the proposed amendments to Section 950 could
be more robust, and encourages the IESBA to consider further
whether certain NAS provided to an assurance client that is a PIE
should be prohibited.

XRB

Retain approach in ED, which focused on
independence concerns on providing NAS to audit
clients.

263

Suggest AM at start of section to explain that what constitutes an
IDW
acceptably low level of threat may vary according to the underlying
subject matter of the assurance service or other engagement
circumstances as defined in ISAE 3000 (Revised).

No change. The issue is addressed in ISAE 3000
(Revised) and it is not necessary to repeat the
guidance in the Code.

264

Suggest inclusion of a paragraph (similar to §600.7A1) in Section
950 referencing to the relevant paragraphs in Section 900 i.e.
§R900.13 and §R900.14.

Accepted - §950.5 A1 added

SECTION 950
262

265

General

950.7 A1

ICAS

We consider that the firm’s consideration of multiple NAS provided XRB
to an assurance client in paragraph §950.7 A1 should be elevated
to a requirement consistent with §R600.10.
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Retain approach in ED
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ED §

266

Comment (ED §)

Respondents

950.9 A1
While there might be raised expectations regarding independence
(now
in relation to these entities, we believe that there are practical
950.10 A1) limitations to disclosing any SRT with intended users and do not
believe that this would be appropriate to include in, for example,
the assurance report. There is no equivalent application material
in section 400/600 on raising independence considerations with
intended users (such as advocacy threats) and it is not clear what
the user would do with this information.

PwC

If the firm, in communication with those charged with governance,
are satisfied that any threat to independence is addressed, we do
not believe that public communication of this serves any real
purpose, and therefore do not agree this AM is appropriate.
267

950.9 A1
and
950.9 A2
(now
950.10 A1
and
950.10 A2)

As commented in other IESBA ED’s, we believe the same
independence requirements should be applied to other public
interest assurance engagements as are applied to audit
engagements

TF response

Retain approach in ED - the proposed
communications requirements and for
audits in Section 600 (including the provisions relating
to communications with TCWG) was not extended to
other assurance engagements in Section 950. This is
because the primary focus of the NAS proposals is to
respond to concerns about firms’ independence in the
context of providing NAS to audit clients.
The proposed disclosure is in the circumstances
contemplated in §950.9 A1 (b) - namely to a relevant
regulator or equivalent

UKFRC
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Retain approach in ED
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ED §

268

Comment (ED §)

Respondents

Do not agree that an assurance engagement provided to a PIE
should also be considered in a broader public interest context like
an audit engagement.

DTTL

TF response

Retain approach in ED in view of the heightened
independence expectations relating to PIEs

For example, a firm might be requested to issue a controls report
under ISAE 3402 for an entity that happens to be a listed entity
but that listed entity is audited by another firm. The provision of a
NAS engagement for that listed entity does not mean that there is
a public interest element to that particular assurance engagement.
This is true in the context of a report for one intended user.
We therefore do not support the addition of §950.9 A1 and A2.
Urge the Board to consider the public interest element of
assurance engagements as part of the PIE project that is currently
underway.
269

Assurance services provided to an assurance client other than
EY
audit or review have distinctly different characteristics, namely that
the results of assurance services are often used for more discrete
purposes and are often not made publicly available.

Noted

With this in mind, we agree with the distinction made in proposed
paragraph 950.9 A1 that expectations about a firm’s
independence are heightened when NAS is provided to a PIE
assurance client and the results of the engagement will be made
publicly available or provided to regulatory or oversight entity or
organization.
Therefore, those considerations related to PIE assurance clients
should only be applicable when the conditions in points (a) and (b)
of proposed §950.9 A1 are met.
270

Recommend removal of §950.9 A2 or, if retained, supported by
AM explaining (i) how and where such disclosure should be made
and (ii) whether to the relevant regulatory body or to all users of
the assurance report.

KPMG
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§950.10 A2 revised to ensure it is clear that
disclosure is to the relevant regulatory body
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ED §

Comment (ED §)

Respondents

TF response

SECTION 900
271

General

To facilitate understanding of the significant revisions to the Code,
consequential amendments to the Guide to the IESBA Code
should be considered.

IRBA

To be taken forward by IESBA staff

272

900.34 A1
and
900.34 A2

Unnecessary - suggest deletion.

BKTI, EY

Retain approach in ED

900.34 A2

It would be useful to understand how a practitioner will decide
when it might or might not be appropriate to communicate with
those charged with governance. The inclusion of an example may
be helpful to allow for the appropriate use of this paragraph.

273

There may be practical issues with the ability of a firm providing an
assurance engagement to meet with TCWG regarding the
proposal to enhance communication with TCWG about
independence matters with respect to assurance engagements
other than audits and reviews. Unlike audit and review
engagements, assurance engagements are often entered into
without the purview of TCWG, and often at the discretion of
management, when the firm providing the assurance engagement
is not also providing audit and review services. The IESBA should
consider providing additional application material to address those
situations, particularly if the reason is that the nature of the service
is not of a nature that the TCWG consider necessary to address.

It is in the public interest to enhance communications
with TCWG, hence relevant to ensure TCWG have
complete awareness of extent of relationship between
auditor and audit client

IRBA
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No change, as AM is mirrored from existing AM in
Section 400 of the extant Code

