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• Issues requiring Board direction/confirmation 

ISSUE A Concerns that timetable for completion of project should be extended to al-
low for (i) completion of the Definition of PIE Project and/or (ii) exceptional 
circumstances arising from Covid-19.

The IESBA Board decided (22.7.20) that:


• Revisions to NAS provisions in the Code should 
be finalised, 


and


• The date when such revisions should become 
effective should be determined (i) in light of anti-
cipated completion dates for Fees and PIE Defini-
tion projects and (ii) 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 revi-
sions.

ISSUE B Approach to be taken in response to concerns expressed at introduction of 
rules (in place of principles), departure from threats and safeguards ap-
proach and removal of materiality qualifier.

The IESBA Board decided (22.7.20) to maintain 
the approach adopted in the ED - and to remove 
the materiality qualifier from the NAS provisions in 
the extant Code because:


• Prohibition is consistent with conceptual frame-
work because it is based on view that no effective 
safeguards are available for SRTs


• §R400.80 to §R400.89 provide effective regime to 
address breaches whether minor or not
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ISSUE C Should  the following issues be referred to the Engagement Team TF ? 
(i) The application of NAS provisions to related entities and within 

groups generally; and  
(ii) Concerns at the provision of NAS to unlisted parent undertakings of 

PIEs without information being provided to and concurrence ob-
tained from TCWG of the PIEs (see §R600.18 and §R600.19)

Following discussion at the Planning Committee, 
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 paragraph 
R400.20 should be the same for all PIE audit cli-
ents will be addressed by the PIE TF.


• The scope of related entities with respect to 
which component auditors outside the firm’s net-
work 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 unlis-
ted 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 par-
ent of a PIE are addressed below - see #105 

• Issues requiring Board direction/confirmation 

	 Agenda Item 3-D

	  of 3 233



	 NAS - Compilation of NAS ED Comments with Task Force Responses

	  IESBA Meeting (September 2020)

ISSUE D Should IESBA retain the safeguard based on review or re-performance of 
work by another professional from the same firm who has no involvement 
with the audit team ?

Long-standing IOSCO (and others) concern - de-
ferred from 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.


Board views sought

ISSUE E Approach to be taken to services that are permitted (but not required) by law 
or regulation or are addressed in auditing standards. 

The IESBA Board confirmed (22.7.20) 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 applic-
able legislation or regulation (e.g. where its provi-
sions prohibit a service that is permitted (not re-
quired) by such legislation or regulation.


The IESBA Board confirmed (22.7.20) that the 
Code (§R600.15) should not prevent compliance 
with applicable auditing standards.  


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

Board approval of §600.10 A2 sought

• Issues requiring Board direction/confirmation 
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General or Introductory Comments 

Respondent Comment/Issue Line 
No.

TF Approach

Regulators and Oversight Authorities (including MG members)

CEAOB Welcome initiative.  Proposals represent a step forward.  


(i) “We are of the view that the proposed requirements should be further 
enhanced in the light of the comments below.”


(ii) Comments relate to PIEs only.

8 (i)   No change


To achieve consistency by adopting a rules-based 
approach is impractical due to the lack of consist-
ency 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, how-
ever 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. 


(i) Noted

CMASA None -
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IAASA Support (see CEAOB comments) 8 See CEAOB above

IFIAR Step forward.  Proposals should be enhanced in light of comments that follow.


(i)  “We note that in many jurisdictions the provision of [NAS] to an audit cli-
ent which is a PIE is regulated applying a strict approach including a list of 
prohibited services.  We invite IESBA to reinforce the proposed require-
ments in order to take more into consideration the rules already in place 
and thereby contributing to the improvement of consistency across juris-
dictions.”


(ii) Throughout the ED reference is made to words or notions that require 
judgment and are subjective. - e.g. ‘long period’ (§604.12 A2), ‘significant 
degree’ (§R603.4), ‘not significant’ (§606.3 A1) and ‘appropriate 
reviewer’ (§600.16 A3).  We suggest explanations of the words in the re-
spective context be included and/or examples are provided to help users 
in applying the provisions in the Code appropriately and consistently.

8


174


147


205


90


(i) See CEAOB above

  


(ii) ‘long period’ deleted - not necessary 

“significant degree - the circumstances in which 
subjectivity may not be significant are set out in 
§603.4 A1


“not significant” - To address the concerns ex-
pressed at the use of ‘not significant’ 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 and detailed customization.


No change - ‘appropriate reviewer’ is a defined 
term - see §300.8 A4 and Glossary in extant 
Code

IOSCO (i) Appreciate that pandemic may require IESBA to re-prioritise its agenda


(ii) Profession needs to meet highest standards of ethics to promote trust


(iii) Supportive of efforts and believe proposals, if enhanced as recommended, 
have potential to strengthen independence of auditors


(iv) IESBA should acknowledge that jurisdictions have rules that go beyond 
current proposals

9


.

(i) ISSUE A 

(ii) Agreed


(iii) Noted


(iv) No change  -  Addressed in §600.6. A1 (and is a 
requirement in §R100.3 (extant Code) and 
§R100.7 (in R&M text)

Respondent Comment/Issue Line 
No.

TF Approach
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IRBA We welcome this IESBA project  to develop robust requirements relating to NAS


(i) IRBA supports a scalable approach that considers the different circum-
stances of large and small practitioners, and the nature of their clients. The 
principle-based approach as well as the distinction between requirements 
that apply to all entities and those that apply only to public interest entities 
(PIEs) accommodate these different circumstances.


(ii) The work on the definition of a PIE will have a bearing on the NAS provi-
sions of the IESBA Code.


(iii) There is a significant difference in approach between the NAS and Fees 
projects. The NAS ED distinguishes between assurance and non-assur-
ance services, while the Fees ED refers to audit and non-audit services. 
We question the value and utility of these distinctions, and highlight the 
potential for confusion in practice.


(iv) The proposed amendments deal with decision-making at the engagement 
level. However, in practice this decision-making would take place at a firm 
level.  The proposed amendments should consider the decision-making at 
both the firm and engagement levels.


(v) We encourage the IESBA to consider an effective date as soon as reason-
ably possible.


(vi) In the ED, certain paragraphs have been updated for “engagement quality 
review” and “engagement quality reviewer”, in line with the new termino-
logy used in the IAASB Quality Management Standards. However, the re-
mainder of the Code has not been amended for consequential amend-
ments. The use of the different terms within the IESBA Code will be con-
fusing, especially since the definition contained in the Glossary is still that 
of an “engagement quality control review”.

10


21


22

(i) Noted


(ii) Comments re definition of PIE passed to PIE TF


(iii) No change - objective is different.  


• 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.


(iv) Noted - No change.


The way this issue is addressed in the Code is 
set out in §400.2-§400.4 and §900.2-§900.3 


(v) ISSUE A 

(vi) Any necessary conforming amendments - to re-
flect, for example, IAASB changes in terminology 
arising from ISQM2 - will be made by staff fol-
lowing approval.

MAOB None - 

Respondent Comment/Issue Line 
No.

TF Approach
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NASBA We recommend that IESBA delay action on NAS and Fees until the PIE definition 
project is concluded.

Finalisation of proposals to proceed as planned - 
effective date to be determined on finalisation of text

Respondent Comment/Issue Line 
No.

TF Approach
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UKFRC Support - but IESBA could go further in strengthening the revised requirements 
and related application material - see points raised in response to specific ques-
tions.


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


(ii) Disagree with §604.12 A2 (where provision of tax service is supported by 
tax authority)


(iii) Broaden definition of PIE to include more entities where there is a clear 
public interest and improve consistency


(iv) More information should be provided to TCWG that will contribute to their 
understanding of matters that may affect auditor independence


(v) Outright prohibition on valuations for tax purposes for a PIE


(vi) Do not agree that there is no advocacy threat if firm appointed by court or 
tribunal.

8


59


169


98


189


219

• See CEAOB above


(i) Addressed in §R600.13 (a). 

(ii) No change. -  The approach to SRTs is based on 
the possibility of conflicting judgments being 
made and the audit team subordinating its judg-
ment to that of the NAS team.  No such issue 
arises if the audit team identifies a mistake.


(iii) Comments re definition of PIE passed to PIE TF


(iv) §600.19 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


(v) No change - 


(vi) No change - if appointed by a court or tribunal 
(as is common in civil law jurisdictions), the indi-
vidual owes his/her duties to the Court (and not 
to the audit client).


Respondent Comment/Issue Line 
No.

TF Approach
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Public Sector Organizations

AGNZ Proposed changes do not go far enough 8 See CEAOB above

AGSA No comment -

GAO Support prohibition on provision of NAS to PIEs if SRT arises Noted

Preparers & TCWG

JASBMA None -

National Standard Setters

Respondent Comment/Issue Line 
No.

TF Approach
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APESB (i) Support prohibition of provision of NAS to PIEs that give rise to a SRT and 
removal of materiality qualifier for NAS provided to PIEs


• Parliamentary inquiries in the UK, Australia and the Netherlands, 
demonstrate that there is a significant public perception issue in re-
spect of the appropriate types of NAS and the quantum of fees 
earned from NAS by an entity’s external auditor. 


• Summarises recommendation from Interim Report of the Parliament-
ary Joint Committee on Corporations and Financial Services


• Concerned that prohibitions should be clearly stated - “it is important 
to clearly say that when it does impact the financial statements, it will 
create a self-review threat, and in those instances, the services are 
prohibited”.


(ii) Further enhancements are required to clearly specify the NAS that an en-
tity’s external auditor can provide and the circumstances in which NAS are 
prohibited.  Some drafting issues are due to the utilisation of the existing 
NAS framework in the IESBA Code. 


A potential approach is for the IESBA to develop a listing of services that 
are permissible by an entity’s external auditor as well as activities that are 
prohibited in the following categories:


Audit-related services;

Other Assurance Services; and

Non-Assurance Services.


APESB recommends that the IESBA should consider developing definitions 
or guidance on services that are likely to be classified under each of the 
categories in a similar manner to the UK FRC’s Ethical Standard. This ap-
proach of classification of audit and other services provided by an entity’s 
external auditor will also assist with the IESBA’s Fee proposals to achieve 
transparency of fee-related information.


IESBA can then determine whether these permissible and prohibited NAS 
are appropriately captured in Sections 400, 600 and 950 of the Code.

11 (i) Noted


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


 


Respondent Comment/Issue Line 
No.

TF Approach
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APESB 
(cont)

Key recommendations:


(i) Explicitly prohibit undertaking any NAS where there are self-review or ad-
vocacy threats as there are no safeguards available or capable of being 
applied to address these threats.


(ii) Remove the expression “if there is a self-review threat” and clearly state 
the prohibition - e.g.  a prohibition addressing a valuation service to a PIE 
audit client could be expressed as:


“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 as 
the provision of such a service creates a self-review threat that cannot 
be eliminated or reduced to an acceptable level.” 

(iii) To remove the emphasis on SRT in the NAS Proposals, revise the key re-
quirements paragraphs to refer to threats in general and then address the 
most relevant threats (for example, self-review, advocacy, intimidation) to 
that particular circumstance in the guidance paragraphs.


(iv) Revise §600.11 A2 to remove subjectivity and enhance the enforceability 
of §600.11 A2 by adopting the proposed drafting proposed in specific 
comment 2 in Appendix A.


(v) Revise Section 604 to achieve a clear distinction made between tax com-
pliance services vs. tax advisory and tax planning (refer to specific com-
ment 3 in Appendix A)


(vi) Revise the provisions relating to tax planning, tax advisory services, and 
corporate finance to strengthen the wording and provide clarity on when 
the requirements apply (see Q3, 6 &10).


(vii) Combine requirements relating to a firm’s communication with TCWG to 
reduce duplication.

14


106

(i) SRT prohibition already proposed.  


Advocacy addressed on threats and safeguards 
basis 


- §R600.8 requires compliance with concep-
tual framework.  


- §600.1 to §600.4 explain the role of the 
conceptual framework - Section 120 - in 
identifying, evaluating and addressing 
threats. 


- §R120.10 (c) provides that an engagement 
should be declined or ended if threats can-
not be addressed.


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

(ii) and (iv)    Considered in context of revisions to 
§600.11.A2 and how such revisions are carried 
through to sub-sections 601-610


(v) No change - would require restructure of Sub-
section 604


(vi) See responses to specific comments re Q3, 6 & 
10


(vii) No change -  Present structure has merit of em-
phasising the two stage process - provision of 
sufficient information and concurrence.


Respondent Comment/Issue Line 
No.

TF Approach
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APESB 
(cont)

(viii)Provide additional guidance on documentation of matters relating to NAS, 
including documentation to support the concurrence received from TCWG 
that the provision of NAS will not affect the independence of the auditor.


(ix) Revise key requirements provisions, and related application material, in 
Subsections 601 to 610 to strengthen them and make them more enforce-
able (see Q10).


(x) Revise the conforming amendment in §R400.32 to clarify the different ap-
proaches a firm may undertake when they have provided NAS historically 
to a potential PIE audit client (see Q12).

25


253


(viii) Generally, the TF believes that the documenta-
tion of the approach taken in a particular in-
stance, and the rationale for that approach, is 
adequately addressed in §R400.60 - 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 
(§600.24 A1 ) highlighting the importance 
evidencing the actions taken and any de-
cisions reached. 

(ix) See responses to specific drafting suggestions


(x) See revised §R400.32 and §400.32 A1 

Respondent Comment/Issue Line 
No.

TF Approach
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XRB (i) The proposals are a step in the right direction, however, query whether 
they go far enough.


(ii) In order to address the perception that the provision of non-assurance 
services impairs independence, a fundamental change in the Code is re-
quired. It is unlikely that all users of the financial statements will under-
stand and appreciate the nuances of the different threats to independence 
considered by the firm in determining whether to accept an engagement. 
While the NZAuASB strongly supports the requirement, for public interest 
entities, to obtain concurrence from those charged with governance for the 
provision of non- assurance services, leaving the assessment of inde-
pendence under the Code to be made by the firm, we are concerned that 
this may not be enough to address external perceptions about the lack of 
independence even with ongoing regulator oversight.


(iii) In order to effect the necessary change in perception and ensure inde-
pendence in appearance as well as in fact, all non-assurance services to 
audit clients that are public interest entities should be prohibited. 

15


15

(i) Noted


(ii) Noted - No change


(iii) Noted - No change

IFAC Member Bodies

Respondent Comment/Issue Line 
No.

TF Approach
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ACCA & 
CAANZ

Support - but concerned at 


(i) Focus on SRT to exclusion of other threats - familiarity and advocacy


(ii) Introduction of rules and effective blacklist

15 (i) Noted.

• §R600.8 requires compliance with conceptual 

framework.  

• §600.1 to §600.4 explain the role of the con-

ceptual framework - Section 120 - in identify-
ing, evaluating and addressing threats. 


• §R120.10 (c) provides that an engagement 
should be declined or ended if threats cannot 
be addressed.


• §600.9 A1 and §600.9 A2 revised to emphas-
ise need to consider possibility of all threats 
identified in §120.6 A3 

(ii) ISSUE B

AE (i) Support proposals but seeks greater certainty as to when a SRT is created


(ii) Support alignment of IAASB/IESBA definition of PIE


(iii) Support strengthening communication with TCWG

(i) Noted - see response to comments received re 
Q2


(ii) Referred to PIE Definition TF


(iii) Noted

AICPA Comments based on existing definition of PIE.  PIE definition project should be 
completed before finalisation of NAS proposals

ISSUE A

ASSIREVI (i) Concerned at progressive move away from a principles-based approach 
to a rules-based approach


(ii) Creates conflict between Code and national laws/regulations.

(i) ISSUE B 

(ii) ISSUE E

BICA Aim should be to provide clear requirements leaving little room for judgment. Noted - No change

CAI None -

Respondent Comment/Issue Line 
No.

TF Approach

	 Agenda Item 3-D

	  of 15 233



	 NAS - Compilation of NAS ED Comments with Task Force Responses

	  IESBA Meeting (September 2020)

CNCC We have concerns at 


(i) the tendency in recent IESBA exposure drafts to replace the risks and 
safeguards approach on which the Code is based with prohibitions or 
rules.


(ii) The removal of the materiality qualifier - materiality is key to the audit and 
should be key to independence also

ISSUE B

CPAA (i) The proposed NAS provisions prohibit services based on threats, rather 
than the inability to mitigate or reduce threats to an acceptable level which 
is inconsistent with the philosophy on which the Code is based. 


(ii) Query whether prohibitions proposed, being rules based, are a matter for 
regulators in their respective jurisdictions to address. 


(iii) Not convinced that users of audit reports understand independence re-
quirements and their impacts on the quality and reliability of financial re-
ports and the auditor’s report and are at a level that warrants prohibitions 
on the services provided by professional accountants, rather than reliance 
on the exercise of professional judgment in applying a principles-based 
Code of Ethics. 


(iv) Successful global adoption and implementation of any new NAS provi-
sions would be assisted where professional accountants, users and stake-
holders have a consistent understanding of the PIE definition prior to the 
introduction of provisions which rely on this definition. 

(i) ISSUE B 

(ii) ISSUE B 

(iii) ISSUE B 

(iv) ISSUE A

CPAC Generally supportive Noted

Respondent Comment/Issue Line 
No.

TF Approach
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EFAA (i) Appreciate the ‘great effort taken to consider the potential impact on SMPs 
and their SME clients’ and the differential treatment between PIEs and 
non-PIEs


(ii) Concerned at a ‘disproportionate impact, in terms of additional costs, of 
the changes on smaller SMPs’.   Because of concerns at the burdens on 
SMPs, urge IESBA to defer changes to the Code which are not urgent - e. 
g. NAS


(iii) Conscious that many SMEs are in need of advice at this time and hope 
that access to such advice will not be adversely affected by these propos-
als

19 No change -  See response to SMPC comment


Section to be included in Basis for Conclusions 
addressing SME/SMP concerns.

FAR Support response submitted by SMPC 19 No change -  See response to SMPC comment


Section to be included in Basis for Conclusions 
addressing SME/SMP concerns.

HKICPA Support most of the proposals - especially those relating to PIEs.


(i) Some concerns expressed by SMPs


(ii) Urge IESBA to consider implications of the withdrawal of the materiality 
qualifier and any changes to the definition of a PIE


(iii) Suggest development of implementation guidance - staff publications, 
case studies, FAQ, webinars

Noted

IAA Support Noted

ICAB None - 

Respondent Comment/Issue Line 
No.

TF Approach
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ICAEW (i) We are not clear whether IESBA is adopting a targeted service-by-service 
approach or a wholesale ‘NAS are unacceptable’ approach


(ii) The proposal to disallow immaterial services seems illogical as an imma-
terial item cannot pose a significant threat to actual independence.

(i) EM explained that the approach being adopted 
involved a service-by-service approach subject 
to a prohibition (in case of PIEs) where SRT ex-
ists.


(ii) ISSUE B

ICAG None -

ICAI None -

ICAS (i) Support 


• to establish a self-review threat prohibition for the auditors of Public In-
terest Entities (PIEs) as proposed in §R600.14


• to withdraw the materiality qualifier in relation to certain Non-Assurance 
Services (NAS) prohibitions for audit clients that are PIEs.


• provisions that prohibit firms and network firms from assuming a man-
agement responsibility being given more prominence in Section 400 of 
the Code (rather than being situated in Section 600).


(ii) However,


• §600.11 A2 has the potential to create more confusion than assistance to 
users of the Code considering whether the provision of a NAS to an audit 
client will create a SRT.


• §600.15 A1 could be clarified to explain that the concept of materiality is 
retained as an example of a factor that a firm considers in evaluating the 
level of an identified threat, although there are certain situations in the 
NAS provisions where a service cannot be provided even if the outcome 
or result of the service is immaterial. 


• §600.12 A1 requires additional AM as the paragraph is currently very 
generic. 

(i) Noted


(ii) Suggestions considered below - see responses 
to relevant specific questions

ICPAR None -

Respondent Comment/Issue Line 
No.

TF Approach

	 Agenda Item 3-D

	  of 18 233



	 NAS - Compilation of NAS ED Comments with Task Force Responses

	  IESBA Meeting (September 2020)

ICPAU None -

Respondent Comment/Issue Line 
No.

TF Approach
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IDW (i) Concerned at exclusion of materiality considerations in the assessment of 
the perceived threat certain NAS might pose to auditor independence and 
the provision of specific tax related NAS


(ii) Covid-19 pandemic has demonstrated entities need urgent advice from 
their auditor. An auditor’s knowledge of a client’s business and environ-
ment may often be key in facilitating the timely, complete, and bespoke 
advice that will be essential in this time of crisis. For many entities obtain-
ing support as quickly as possible may be essential to their survival. For 
auditors of PIEs, the outright ban on NAS that create a self-review threat 
for PIEs is potentially problematical in this context, especially smaller PIEs. 
We urge the IESBA in tightening the “package” of requirements aimed at 
safeguarding auditor independence to be highly sensitive to this. 


(iii) Pace of change to the IESBA Code that auditing firms are required to deal 
with needs to slow down.  


(iv) In determining the effective date, we would urge the IESBA to bear in mind 
that the strain caused by the current crisis also affects firms and to defer 
the effective date appropriately. 


(v) Concerned that without either providing evidence for the need to tighten 
rules or sufficient regard to the associated practicalities and cost-benefit 
implications, IESBA seeks to have auditors “prove” their independence – 
and for PIEs this is often primarily independence in appearance. Auditors 
are thus required to perform detailed work that often involves arduous in-
formation gathering in complex and geographically spread- out group situ-
ations and consequently additional documentation. 


(vi) IESBA should consider the real impact on auditor independence of mind of 
proposals in a more holistic manner rather than focusing overly on views of 
some stakeholders or individual IESBA members about deemed percep-
tions of appearances, which by nature are highly subjective. 


(i) - ISSUE B


(ii) and (iv)- ISSUE A

Respondent Comment/Issue Line 
No.

TF Approach
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IDW (cont) (vii) IDW is concerned at the sharp increase in proposals that seek to introduce 
rules and finite criteria, often similar to those in place in particular jurisdic-
tions (including the EU) in the absence of evidence-based justification 
within a globally applicable Code that still purports to be principles-based. 


(viii)We urge the IESBA to be sensitive to practicalities and the cost-benefit 
implications of its proposals, as appropriate.


(ix) Unreasonable to expect stakeholders to comment in a fully-informed man-
ner on this ED when project on PIE definition has not been finalised, as 
there could be issues for certain entities that cannot yet be envisaged


(x) Equally concerning is the fact that IESBA has made decisions impacting all 
auditors who serve audit clients that are PIEs without certainty as to what 
constitutes a PIE under the Code and without due regard for the diver-
gences between entities that may constitute PIEs according to laws and 
regulations in different jurisdictions. 


(xi) Concerned that the differentiation between audit clients that are PIEs and 
those that are not will drive a wedge in the audit market. There is a distinct 
danger that bans on the permissibility of NAS to audit clients that are PIEs 
may lead to a trickle-down effect, certainly as far as larger SMEs that are 
non-PIEs are concerned, irrespective of the IESBA’s intent. 

19

(v) - (viii) - ISSUE B 

(iv), (ix) and (x) - ISSUE A 

(xi) No change.   See response to SMPC comment


Section to be included in Basis for Conclusions 
addressing SME/SMP concerns.

IMCP No comment -

IPA (i) Concerned at the excessive rule-making and complexity of the Code


(ii) Existing NAS rules are complex, lengthy, arbitrary and inconsistent


(iii) NAS principle should be that the provision of NAS to PIEs should be 
banned.


(iv) Short-term concessions to non-PIEs - sun-set period of 5 years - differ-
ences narrowed

(i) ISSUE B 

(ii) ISSUE B 

(iii) Noted - No change


(iv) Noted

Respondent Comment/Issue Line 
No.

TF Approach
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ISCA Support


(i) Specific support for requirement to obtain concurrence from TCWG


(ii) Consider that NAS provisions should exclude ‘audit-related services’ - see 
FRC Revised Ethical Standard

(i) Noted


(ii) ISSUE E

JICPA None -

KICPA None -

MIA None -

MICPA None -

NBA Adopt the response by Accountancy Europe Noted

NBAAT None -

NYSSCPA Generally support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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SAICA Support


(i) §R600.14 may lead to firms with audit clients that are PIEs not being able 
to perform any NAS - leading to “audit-only” firms.  Did not identify many 
NAS that would not affect the financial statements. 


(ii) §600.1A1 starts with the provision of advice and recommendations might 
create a SRT.  Although we agree with that statement, the fact that a client 
might be implementing advice provided in the following year as part of the 
previous year’s audit would now seem to be creating a SRT.


(iii) Considered whether the provision of “agreed-upon procedures” and 
whether that would be classified as a NAS. The fact that there is no defini-
tion of a NAS does lead to various different interpretations of what would 
be classified as a NAS. We believe that “agreed upon procedures” en-
gagements do not provide assurance

Noted


(i) Noted


(ii) ISSUE E 

(iii) To be addressed in Basis for Conclusions

SAIPA None -

WPK (i) Do not agree with the abolition of the materiality qualifier;


(ii) Consider the provisions relating to the SRT prohibition confusing - be-
cause the reference to audit procedures appears to all a ‘back-door’ op-
portunity to allow for materiality;


(iii) Concerned that IESBA has not adequately investigated the effects of its 
proposals on the audit market, particularly with regard to SMPs;


(iv) Criticise IESBA for not adopting an evidence-based approach to its stand-
ard-setting


(v) Seek extended implementation periods.

56


19

(i) ISSUE B 

(ii) Addressed by amendment to §600.16 A1 and 
addition of §600.16 A2 

(iii) No change -  See response to SMPC comment 


Section to be included in Basis for Conclusions 
addressing SME/SMP concerns.


(iv) Noted


(v) ISSUE A

ZICA Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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Firms

BDO (i) Support subject to the timing of the PIE definition project


(ii) Support for the removal of the materiality qualifier for PIEs is dependent on 
confirmation that the evaluation of the SRT requires meeting all three 
factors in §600.11 A2

49


.

(i) ISSUE A 

(ii) The revisions to §R600.13 are intended to 
emphasise 

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

and  

- That that assessment is informed by 
whether all the circumstances in all three 
sub-paras will/might exist

BKTI Support


(i) Agree there should be different provisions for PIEs and non-PIEs;


(ii) Believe provisions in extant Code are appropriate for non-PIEs;


(iii) Recommend creation of ‘white list’ and suggest how that could be done

(i) Noted


(ii) Noted


(iii) Not practical - ISSUE E

CROWE Support approach Noted

Respondent Comment/Issue Line 
No.

TF Approach
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DTTL (i) There are also services provided by an auditor that contribute to audit 
quality and may even be expected of regulators. Examples include com-
ments on internal controls, due diligence related to mergers and acquisi-
tions, comfort letters, fairness opinions, audits in connection with acquisi-
tions, internal control reviews, assurance services related to financial and 
non-financial reporting that may or may not be required by statute or regu-
lation and consultation concerning financial accounting and reporting 
standards. 


(ii) We consider that it is equally important to highlight these types of services 
to ensure the Code provides a balanced approach to providing guidance 
about the various services an auditor can provide. This would lead to 
greater international consistency in application of the requirements. 


(iii) It is only possible to comment on the proposals in this ED in the context of 
their impact on PIEs as currently defined in the Code. The scope and im-
pact of the proposals in this ED could differ greatly should the definition of 
a PIE be amended, and we suggest the Board consider delaying any de-
cisions regarding the proposals in this ED until the PIE project is also 
completed, allowing a consideration of the impact of both sets of interact-
ing proposals. 

(i) and (ii)  ISSUE E


(iii)  ISSUE A

EY Support - but believe certain proposals warrant further consideration. Noted

GTI Support Noted

KPMG Comments based on existing definition of PIE.  PIE definition project should be 
completed before finalisation of NAS proposals

ISSUE A

MAZARS Support - subject to where further guidance or development is required Noted

Respondent Comment/Issue Line 
No.

TF Approach
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MOORE (i) Whilst desirable, the project is not a priority - given the current economic 
turmoil as a result of which audited entities will be looking for advice etc. - 
which may require new advisers with associated cost and diversion of re-
sources.


(ii) Consideration should be given to understanding of implications of ‘new 
normal’

(i) and (ii) ISSUE A

NEXIA Nexia provided separate comments from individual member firms. Noted

PwC (i) Ideally independence standards should converge on a single set of common 
and robust standards. 


(ii) Whilst we recognise the challenges, we strongly encourage the IESBA to con-
sider how the application of the IIS interacts with existing jurisdictional Stand-
ards and to open a dialogue with key stakeholders including IOSCO, the US 
SEC and other leading regulators/standard setters to see if there is a path 
forward to resolving this dilemma and which would ideally see the adoption of 
the IIS as a common standard.


(iii) Significant points covered in response to specific questions include: 

• In general, we support the Board’s approach to addressing the self-re-

view threat in relation to PIE audits but have a number of concerns about 
the clarity of the provisions (questions 1-2). 


• In particular, we believe that materiality is a relevant factor in identifying 
and evaluating the risk of self-review when an audit engagement team 
plans its audit procedures (question 2). 


• We believe that greater clarity is needed on the extent to which advice 
and recommendations would be prohibited (question 4). 

16 (i) and (ii) - Acknowledge the ideal - but unachievable 
by IESBA


(iii) Suggestions considered below - see responses 
to relevant specific questions

RSM Broadly supportive Noted

SRA None -

Respondent Comment/Issue Line 
No.

TF Approach
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Others

CAQ Recommend that IESBA complete the PIE definition project before approving re-
vised NAS provisions.

ISSUE A

IIA None -

Respondent Comment/Issue Line 
No.

TF Approach
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SMPC (i) Recommend that IESBA complete the PIE definition project before approving 
and issuing the revised NAS provisions.


(ii) Impact on the SMP market (including small PIEs) has not been thoroughly 
quantified. ED§72 alluded to costs of implementation of awareness and train-
ing initiatives, translation and maintenance costs in updating firms’ internal 
policies and methodologies underestimated the actual impact. 


(iii) Removal of the materiality qualifier for PIEs (and, for some services, also ap-
plies to the non-PIEs) is based on the argument that perception of independ-
ence in appearance is key, whereas the IESBA’s mechanism has been the 
application of the reasonable and informed third party test, which was de-
signed for this purpose and is instead being overridden. A third-party test 
might not lead to the same outcome as a no stance approach in all cases as 
the former allows for flexibility. For the very largest/ publicly relevant PIEs a no 
tolerance stance could be the best result, but it may not necessarily be the 
case for all PIEs. 


(iv) Given frequency of changes to the Code, IESBA should consider the deferral 
of further changes. 


(v) Consider the impact of COVID-19, which is likely to be felt for an extended 
period of time. SMPs are seeing their own businesses being adversely af-
fected but, being the trusted advisor to many SMEs, their resources are 
strained as they assist their clients through this period of great distress. 


(vi) IESBA must keep in mind the fact that services from many SMPs are gener-
ally of a high quality and there are synergies for the entities in consulting their 
auditors on some specific issues. It would not be in the public interest for the 
NAS or fees project to lead to denial of key support and services in the after-
math of the current ongoing crisis. The auditor in the SMP is best placed to 
provide tailor-made advice very quickly and efficiently – which is what is (and 
will be for some time to come) urgently needed at present throughout the 
world. 

19


-

(i), (iv) and (v) - ISSUE A 

(ii) and (vi)  No change.


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


It is not possible for IESBA, through the Code or 
otherwise, to prevent regulators, investors or 
other stakeholders from expanding the applica-
tion of the provisions applicable to PIEs (the 
concern identified by the respondents).


Section to be included in Basis for Conclusions 
addressing SME/SMP concerns.


(iii) - ISSUE B

Respondent Comment/Issue Line 
No.

TF Approach
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1. Do you support the proposal to establish a SRT prohibition in proposed §R600.14 ? 

Respond-
ent

Comment/issue Line 
No.

TF Approach

Regulators and Oversight Authorities (including MG members)

CEAOB Support


(i) The prohibition in §R600.14 is not applicable to parent undertakings of 
PIEs other than listed entities.  The definition of related entities to be 
covered by the provisions should be the same for all types of PIEs 


(ii) §R600.8 and §R600.10 should be applicable to the parent undertakings of 
all PIEs

(i) and (ii) - ISSUE C

CMASA Recommend a complete prohibition on the provision of NAS to PIEs in order to 
safeguard independency from actual and perceptional threats - which is the posi-
tion in Saudi Arabia (where there is a complete prohibition on the provision of 
consulting services to audit clients). 

Noted - No change

IAASA Support (see CEAOB comments) Noted

IFIAR Support


(i) The prohibition in §R600.14 is not applicable to parent undertakings of 
PIEs other than listed entities.  


(ii) The definition of related entities to be covered by the provisions should be 
the same for all types of PIEs 

(i) and (ii) - ISSUE C

IOSCO Support - but 


(i) Should apply to non-PIEs


(ii) Encourage inclusion of requirement to consider advocacy threat 

81


85

(i) No change - address in Basis for Conclusions


(ii) §600.9 A1 and §600.9 A2 revised to emphasise 
need to consider possibility of all threats 
identified in §120.6 A3
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IRBA Support


(i) We appreciate that this prohibition is not conditional, and support this ap-
proach. We would not support the introduction of any conditions related to 
the nature of the self-review threat, materiality, category of NAS or nature 
and circumstances of the firm or the client, that will serve to reduce the 
effectiveness of this necessary prohibition.


(ii) We agree with the reasons for the  focus on PIE audit clients, as 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 un-
der Section 400.


(iii) Some users assume that providing most NAS will have some impact on 
the financial statements of that client. However, the guidance provided in 
§600.11 A1 clarifies that this is not a total prohibition on NAS.


(iv) Recognise that the definition of NAS has intentionally been left broad and 
all-encompassing, there is concern that the prohibition will inadvertently 
extend to services required to be performed by an auditor in terms of legis-
lation or regulation. In South Africa, many regulated entities require the 
auditor, in conjunction with the statutory audit, to also perform services for 
them such as agreed-upon procedure engagements.. Consequently, many 
users indicated that such required services should be excluded from the 
definition of NAS because such services are performed by the auditor pur-
suant to legislative requirements, as opposed to optional or discretionary 
contractually agreed NAS.


(v) While the benefits of the proposed prohibition have been explained in the 
ED, attention could be given to highlight the benefits of having a non-aud-
itor (a professional accountant) perform NAS. Some of those benefits are 
that the professional accountant may be better qualified and experienced, 
may be more objective, may be able to better focus and concentrate, may 
be able to provide advice that an auditor would for professional reasons 
not be able to provide, and as a result of being a specialist in the area, may 
provide better value for money.

12


-

(i) Noted


(ii) No change -  To be considered for inclusion by 
PIE Definition TF


(iii) Noted


(iv) ISSUE E 

(v) To be addressed in Basis for Conclusions

Respond-
ent

Comment/issue Line 
No.

TF Approach
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MAOB Support
 Noted

NASBA Support
 Noted

UKFRC Support
 Noted

Public Sector Organisations

AGNZ (i) Those who rely on an independent auditor’s report will not differentiate 
between different types of threat to independence - self-review, self-in-
terest, advocacy - therefore, proposals do not address interests of reason-
able and informed third party


(ii) We have a philosophical issue about the application of different independ-
ent requirements for PIEs  and non-PIEs.  

15 (i) No change


(ii) ISSUE B

AGSA Support
 Noted

GAO Support -  Suggest clarifying the reasoning in §600.13 A1 - to include ‘reason for 
the prohibition may be related to a wider or greater interest in public interest entit-
ies’

No change

Preparers & TCWG

JASBMA No comment
 -

Respond-
ent

Comment/issue Line 
No.

TF Approach
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National Standard Setters

APESB Support


(i) Some proposed prohibitions for NAS include subjectivity, which must be 
removed to make these provisions clearer and enforceable. While certain 
NAS may not impact the financial statements, it is important to state that 
when it does impact the financial statements, it will create a threat.


(ii) §R600.8 should be strengthened with the inclusion that, in certain in-
stances, threats cannot be eliminated, and safeguards cannot be applied 
to reduce the threats to an acceptable level. This would strengthen the re-
quirement and clarify the intended prohibition in respect of NAS.

82


14

Noted


(i) Conditional support noted


(ii) No change -  


- §R600.8 requires compliance with conceptual 
framework.  


- §600.1 to §600.4 explain the role of the con-
ceptual framework - Section 120 - in identify-
ing, evaluating and addressing threats. 


- §R120.10 (c) provides that an engagement 
should be declined or ended if threats cannot 
be addressed.


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

Respond-
ent

Comment/issue Line 
No.

TF Approach

	 Agenda Item 3-D

	  of 32 233



	 NAS - Compilation of NAS ED Comments with Task Force Responses

	  IESBA Meeting (September 2020)

APESB 
(cont)

(iv) However, it is important to acknowledge that it is possible for any of the 
other threats set out in the Code to occur as well. For example, if a NAS 
has a significant fee, it may create, or be perceived to create, a self-interest 
threat.


(v) Consider addressing threats in general in the key requirements paragraphs 
in the NAS Proposals and deal with the most relevant or likely threats in 
that circumstance in the related guidance paragraphs. Otherwise, there is a 
risk that an auditor or a firm may argue that as long as the threat created is 
not a self-review threat, they can apply a safeguard to eliminate the threat 
or reduce it to an acceptable level (which is not always possible).


(vi) US Securities and Exchange Commission (SEC) rules include three overrid-
ing principles in relation to auditor independence and provision of non-as-
surance services:


• Auditor cannot function in the role of management – this is comparat-
ive to proposed §R400.13 which prohibits firms assuming manage-
ment responsibility for an audit client.


• An auditor cannot audit their own work – §R600.14 has a similar inten-
tion; however, the expression “if it creates a self-review threat” weak-
ens the intent of those prohibitions.


• Auditors cannot serve in an advocacy role for their client – there are 
prohibitions in proposed paragraphs R604.25 and R608.8 for non-PIE 
audit clients (subject to materiality) and R604.26 and R608.9 of the 
NAS Proposals for PIE audit clients.


In considering the IESBA Code against the SEC rules, the IESBA Code 
currently prohibits an auditor from assuming a management responsibility, 
is proposing to prohibit the provision of NAS to PIE audit clients where it 
creates a self-review threat and prohibits specific advocacy roles.


(vii) The IESBA should also consider including an overriding requirement in 
Section 600, applicable to PIE audit clients, prohibiting the provision of any 
NAS that creates advocacy threats where there are no safeguards capable 
of addressing or eliminating these threats.

33


14

(iv) Noted


(v) §600.9 A1 and §600.9 A2 revised to emphasise 
need to consider possibility of all threats 
identified in §120.6 A3 

(vi) These three overarching principles are already 
addressed in the Code or in the proposed revi-
sions


(vii)  No change 


- §R600.8 requires compliance with conceptual 
framework.  


- §600.1 to §600.4 explain the role of the con-
ceptual framework - Section 120 - in identify-
ing, evaluating and addressing threats. 


- §R120.10 (c) provides that an engagement 
should be declined or ended if threats cannot 
be addressed.


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

Respond-
ent

Comment/issue Line 
No.

TF Approach
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XRB (i) The self-review threat is only one of five threats to compliance with the 
fundamental principles and independence identified in the conceptual 
framework. Singling out the SRT creates a hierarchy of threats where the 
SRT appears to be more important than the other threats. There is a risk 
that the firm will focus its considerations on whether a SRT would be cre-
ated, which may lead the firm to inappropriately accept an engagement to 
perform a NAS where another type of threat, for example, an advocacy 
threat or a familiarity threat, exists. 


(ii) While establishing a prohibition on providing a NAS that creates a SRT to 
an audit client that is a PIE is a step in the right direction, we question 
whether the prohibition goes far enough. There is a widespread perception, 
both globally and in this jurisdiction, that performing NAS for an audit client 
that is a PIE impairs the auditor’s independence. Those that hold this view 
do not necessarily distinguish between the different types of threats identi-
fied in the conceptual framework, i.e., it does not matter whether the threat 
to independence arises due to a self-interest threat, an advocacy threat, or 
one of the other types of threats. 


(iii) In New Zealand, independence in appearance is now a matter that those 
who carry out work on behalf of the New Zealand Auditor-General are re-
quired to take into account when assessing their independence. This as-
sessment requires consideration of a how a particular situation would look 
from the perspective of a reasonable and informed third party with publicly 
available information. As a result, NAS are prohibited and additional work, 
over and above the work that is required (or permitted), is limited to “work 
of an assurance nature”. 


(iv) Accordingly, we recommend that in order to ensure independence in ap-
pearance, the provision of NAS to an audit client that is a PIE should be 
prohibited. Such a prohibition would establish consistency in practice and 
remove any “grey area” of judgement by the firm which might be open to 
question by users. Further, it would remove the need to establish “black 
lists” of prohibited services or “white lists” of permitted services. 


14 (i) No change 


- §R600.8 requires compliance with conceptual 
framework.  


- §600.1 to §600.4 explain the role of the con-
ceptual framework - Section 120 - in identify-
ing, evaluating and addressing threats. 


- §120.6 A3 sets out the different threats that 
might be created. 


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

(ii) - (iv)  No change

Respond-
ent

Comment/issue Line 
No.

TF Approach

	 Agenda Item 3-D

	  of 34 233



	 NAS - Compilation of NAS ED Comments with Task Force Responses

	  IESBA Meeting (September 2020)

IFAC Member Bodies

ACCA & 
CAANZ

Support


(i) As judgment is still required to determine existence of SRT, there may still 
be inconsistencies in practice


(ii) Some members concerned at lack of focus on other threats - “While it was 
not considered necessary to amend the Code in relation to those threats, 
there was concern that the proposed changes could focus attention on 
self-review threats and play down the importance of also addressing the 
other threats to independence.” 


(iii) As the requirement for PIEs in §600.14 comes after the earlier guidance on 
self-review threats it would enhance the clarity of the paragraph if it refer-
enced back to §600.11A1 and A2 which describe what a self-review threat 
is and how a firm may identify if such a threat exists. 

14 (i) and (iii) - Considered in context of revisions to 
§R600.13 and how such revisions are carried 
through to sub-sections 601-610


(iii) No change 


- §R600.8 requires compliance with conceptual 
framework.  


- §600.1 to §600.4 explain the role of the con-
ceptual framework - Section 120 - in identify-
ing, evaluating and addressing threats. 


- §120.6 A3 sets out the different threats that 
might be created. 


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

AE Support - but circumstances in which a SRT arises must be clear
 82 Conditional support noted

AICPA Support - but recommend §600.13 A1 and 600.13 A2 be eliminated and the first 
sentence from 600.13 A1 be added as the first sentence to R600.14 because


(i) The enhanced prohibitions for PIEs are warranted because of the 
heightened expectations of stakeholders


(ii) The text/ED does not provide adequate evidence to support the conclusion 
in paragraph 600.13 A2 that safeguards cannot be applied when the self-
review threat is identified. 


(iii) The conclusion in §600.13 A2 could call into question why safeguards can 
be applied in the non-PIE environment but not in a PIE environment.

80 No change  -  Breaks flow of paragraphs

Respond-
ent

Comment/issue Line 
No.

TF Approach
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ASSIREVI (i) Proposed approach is ‘neither acceptable or sufficiently clear’


(ii) Removal of materiality is inconsistent with the conceptual framework 


(iii) Absolute prohibition risks inconsistency with requirements introduced by 
various regulators - need to consider approach and avoid conflicts

(i) Noted - Considered in response to comments re 
Q2


(ii) ISSUE B 

(iii) ISSUE E

BICA Provision of all NAS to PIEs should be prohibited 15 No change

CAI No comment on proposal - but concerned at implications of proposals depending 
on breadth of PIE definition

ISSUE A

CNCC Support


(i) Important to clarify that the three conditions are cumulative


(ii) Important to clarify what is meant by ‘audit procedures’ and ‘audit judg-
ments’ (which are not defined in ISAs)

48


56

Noted


(i) The revisions to §R600.13 are intended to 
emphasise 

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

and  

- 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


(ii) No change - terms should not require definition

Respond-
ent

Comment/issue Line 
No.

TF Approach
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CPAA (i) The requirement is a prohibition based on a potential threat rather than be-
ing based on the fact, or assumption, that there are no available safe-
guards to reduce the threat to an acceptable level. 


(ii) Recommends that the application material in §600.13 A2 be incorporated 
in to §R600.14 to clearly establish that the prohibition results from the IES-
BA’s view that there are no safeguards available to reduce or eliminate the 
threat. 


(iii) Concerned that the IESBA may be inadvertently aiming to assume the role 
of regulator, rather than a standard setter promulgating principle-based 
standards. 

80 (i) and (ii) - No change  -  Breaks flow of paragraphs


(iii)  ISSUE B

CPAC Support


(i) Subject to the need to address proportionality of the requirements to smal-
ler PIEs;


(ii) Clarification required re §R600.19 (b).  It provides that a firm may provide 
NAS to a PIE audit client if “The firm’s conclusion that any threat to inde-
pendence has been eliminated or that safeguards that the firm proposes to 
apply will reduce such threat to an acceptable level” in order to make it 
clear that this does not apply in case of a SRT and so avoid any potential 
confusion with §R600.14. 

18


111

(i) Matter for PIE Definition TF


(ii) No change -  If a service is prohibited by 
§R600.15, the firm cannot reach the conclusion 
required by §R600.20 (b)

EFAA Support

FAR No comment -

HKICPA Support


(i) Some stakeholders have reservations as it is too stringent to prohibit NAS 
that are immaterial or capable of being addressed by safeguards.


(ii) Necessary to take into account the outcome of the definition of PIE project.

(i) ISSUE B 

(ii) ISSUE A

Respond-
ent

Comment/issue Line 
No.

TF Approach
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IAA Support Noted

ICAB Support (subject to definition of PIE) Noted - ISSUE A

ICAEW (i) “We are unclear whether the Board intends this proposed prohibition to be 
a marginal extension of the existing detailed prohibitions approach, or 
something much more sweeping”


• It appears to be the latter.  Yet the prohibition only focuses on the SRT 
- and not a potential self-interest threat.  This would not be under-
stood by a third party.


• Therefore either prohibit all NAS or adopt an approach that recognises 
that the threat may be at an acceptable level. 


(ii) §R600.14 should precede §600.13 A1 and A2.

86


87

(i) ISSUE B 

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

ICAG Support Noted

ICAI Support - but should apply to all entities 81 No change - address in Basis for Conclusions

ICAS Support Noted

ICPAR Support Noted

ICPAU Support - but see comment re §601.2 A3 below (technical assistance) 123 See revisions to §601.2 A2 and A3

Respond-
ent

Comment/issue Line 
No.

TF Approach
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IDW (i) This proposal constitutes a blanket ban and is a radical change from the 
extant Code for audit clients that are classified as PIEs.


(ii) IESBA has provided no real evidence in support of the general statement in 
paragraph 600.13 A2


(iii) The Code’s third-party test would be an appropriate safeguard. A reason-
able third party weighing up the facts and circumstances of an individual 
case might sometimes conclude that a no-tolerance approach is excessive 
were he or she to take factors such as the benefits of a particular NAS be-
ing supplied by the auditor (e.g., resulting from in-depth knowledge of the 
entity) and the magnitude (e.g., measured in terms of financial statement 
materiality) of the impact of providing the particular NAS on independence 
of mind into account in weighing the threat in an individual case up against 
the strength of possible safeguard(s).

(i), (ii) and (iii)    ISSUE B

IMCP Support Noted

IPA Provision of all types of NAS to PIEs should be prohibited 81 No change - address in Basis for Conclusions

ISCA (i) Support - but concerned that §600.11 A2 provides insufficient guidance 
(see comments re Q2).


(ii) Provide exception for audit-related services

82 (i) Conditional support noted


(ii) ISSUE E

JICPA Support Noted

KICPA Provision of NAS should be permitted where not material or capable of being ad-
dressed by safeguards 

ISSUE B

MIA (i) Because materiality qualifier and potential for safeguards removed. 


(ii) Important to coordinate with project considering PIE definition.

(i) ISSUE B 

(ii) ISSUE A

MICPA Support Noted

NBA No comment -

Respond-
ent
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TF Approach
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NBAAT Support Noted

NYSSCPA Support Noted

SAICA Support - but as NAS are not defined, request more guidance, including a defini-
tion of what is included in the provision of a NAS.

Noted

SAIPA Support Noted

WPK Object to the abolition of the principle of materiality and the materiality qualifier ISSUE B

ZICA Support Noted

Firms

BDO Support for the removal of the materiality qualifier for PIEs is dependent on con-
firmation that the evaluation of the SRT requires meeting all three factors in 
§600.11 A2

48 The revisions to §R600.13 are intended to em-
phasise 

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

and  

- 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

BKTI Support (subject to comments re §600.11 A2) Noted

Respond-
ent
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TF Approach
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CROWE Support Noted

DTTL Support


(i) We recognize the increased public interest in the perception of independ-
ence and therefore do not object to the proposal that NAS should not be 
provided to PIEs if they create a SRT. 


(ii) As it is a far-reaching change and creates many new prohibitions, the clar-
ity of the AM, including §600.11 A2, is critical.


(iii) The SRT prohibition should not restrict services that are integral to the per-
formance of high-quality audits, nor restrict the ability of the auditor to dis-
charge its responsibilities, for example by providing advice on accounting 
and standards or evaluating and making recommendations for improve-
ments to internal controls. 


(iv) The text should confirm that NAS that are required by laws and standards 
to be performed by the auditor can be provided by the auditor. 

82


9

(i) Noted


(ii) Conditional support noted


(iii)  ISSUE E 

(iv)  Already addressed in §600.6. A1 (and is a re-
quirement in §R100.3 (extant Code) and §R100.7 (in 
R&M text)

Respond-
ent

Comment/issue Line 
No.

TF Approach
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EY Support prohibition on NAS that create a SRT, provided AM in §600.11 A2 is clear.


(i) The changes proposed by the IESBA do not adequately elevate the im-
portance of management’s responsibility for decision making with regard 
to the output of the NAS when considering whether a SRT has been cre-
ated when providing a NAS to an audit client. 


(ii) Understanding the SRT requires one to consider whether the firm or net-
work firm has become so closely associated with management’s respons-
ibilities that the roles have become indistinguishable. If this were the case, 
the firm or network firm would not be in a position to be objective when 
performing an audit of the financial statements. 


(iii) The Code has historically recognized the impact of the client accepting 
responsibility for making decisions, as noted in extant §601.3 A3 and 
§601.3 A4, and proposed §601.2 A2 retains this concept.


(iv) While we would not propose that management’s acceptance of responsib-
ility alone would eliminate the threat of self-review, we do believe this is a 
critical consideration in evaluating the risk and therefore deserves more 
prominence within the proposed subsections of Self-review Threats and 
Providing Advice and Recommendations.


(v) As used in the Code, the term “non-assurance services” covers a broad 
array of services provided by a firm. We are aware that in various jurisdic-
tions there are requirements for companies to have an auditor provide ser-
vices that do not involve an assurance opinion but a practitioner’s report, 
such as services performed as agreed-upon procedures that are per-
formed under the ISRS of the IAASB and comparable services performed 
under other globally recognized professional auditing and attestation 
standards. 


(vi) We believe that services that are performed under the IAASB standards 
and under other comparable globally recognized professional auditing and 
attestation standards should be excluded from the definition of a NAS.

82


71

Conditional support noted


(i) to (iv) - No change   -  The fact that management 
decide whether the output of a service should be 
implemented and, if so, how does not remove the 
risk that the audit team might, in the course of the 
audit, review the advice given in the course of the 
performance of the NAS.


(v) and (vi) - ISSUE E

Respond-
ent
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No.

TF Approach
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GTI Support Noted

KPMG Support Noted

MAZARS Support subject to


(i) Suggest reference to §600.11 A2 in §R600.14


(ii) Further consideration of implications to small PIEs which may not have 
internal resources to perform the service and which it would be inefficient 
or more expensive for them to appoint another professional firm to do. 


(iii) Position where NAS is provided by a network firm to an insignificant non-
PIE subsidiary within a group, which financial statements are not subject to 
audit for the needs of the group audit, the group auditor should remain in-
dependent.


(iv) Suggest there should be consistency in the definition of audit procedures 
and judgments between ISA and IAASB. 

83


.

Noted


(i) No change - not necessary (particularly as the 
paragraph is now a requirement §R600.13)


(ii) Being considered by Definition of PIE Project TF


(iii) ISSUE C 

(iv) ISSUE E 

MOORE No - due to current environment.  Pre-Covid would have supported. ISSUE A

NEXIA (i) Singapore - No - because of absence of materiality qualifier.


(ii) South Africa - No - unless safeguards are permitted


(iii) Argentina - No - because of absence of materiality qualifier

ISSUE B

PwC It is not immediately obvious that the general prohibition applies to NAS not ad-
dressed in subsections 601-610. This is because Section 600 has not been up-
dated for new types of services and methods of delivery, such as those reflecting 
advances in technology. We believe this could be clearer, perhaps as an addition 
to 600.3/4 and/or 600.5 A1. 

84 §600.5 A1 moved to follow §600.4 and amended 
to address point raised.


RSM Support - provided the assessment of a SRT is clear and consistently applied 
throughout Code (see comments re Q2)

82 Conditional support noted

Respond-
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SRA No comment -

Others

CAQ Support - but see response to Q2.

IIA Support - encourages reference to IIA standards in relation to outsourced internal 
audit assurance engagements


17 Address in Basis for Conclusions

Respond-
ent

Comment/issue Line 
No.

TF Approach

	 Agenda Item 3-D

	  of 44 233



	 NAS - Compilation of NAS ED Comments with Task Force Responses

	  IESBA Meeting (September 2020)

SMPC (i) The removal of the materiality threshold undermines the fundamental 
premise of the Code, which relies on the identification of threats and safe-
guards, in order to mitigate or reduce threats to an acceptable level.  A 
reasonable informed third party weighing up the facts and circumstances 
of an individual case might well concede that a no tolerance approach is 
excessive when factors, such as for example, the magnitude of an impact 
of a NAS on independence could be weighed up against the strength of 
possible safeguard(s). Furthermore, the focus on “independence in appear-
ance” may not be appropriate in respect of all PIEs worldwide. 


(ii) The issue being addressed is one of perception and not independence in 
fact; hence a no tolerance approach is too rigid even for the PIEs segment. 


(iii) IESBA will need to revise the definition of PIEs to be fit for purpose. A 
blanket prohibition that is not scalable will result in entities unwittingly 
caught up in the revised definition of PIEs to be prejudiced by many of the 
proposed provisions as outlined in this ED.


(iv) Believe that further work on the NAS ED should be deferred pending the 
outcome of the PIE Project. 


(v) Concerned that bans on the permissibility of NAS to audit clients that are 
PIEs may lead to a trickle-down effect, certainly as far as larger SMEs that 
are non-PIEs are concerned. 

19


.

(i) and (ii) ISSUE B 

(iii) and (iv) ISSUE A 

(v) No change  -  Section to be included in Basis for 
Conclusions addressing SME/SMP concerns.

Respond-
ent
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2. Does the proposed application material in §600.11 A2 set out clearly the thought process to be undertaken when consid-
ering whether the provision of a NAS to an audit client will create a SRT ?  If not, what other factors should be considered ? 

Respondent Comment/Issue Line 
No.

TF Approach

Regulators and Oversight Authorities (including MG members)

CEOAB No comment -

CMASA Suggest providing material to explain how the result of the service might affect 
the accounting records, controls or financial reporting. 

Considered in context of revisions to §R600.13

IAASA No comment -

IFIAR Acknowledged IESBA’s efforts in drafting more stringent requirements for the 
provision of NAS to PIEs, but express concern that the proposals leave ‘too 
much room’ for PIE auditors in evaluating the SRTs.


(i) “We suggest IESBA strengthen the requirements proposed in the [ED] at 
least by elevating the application material in §600.11 A2 into a require-
ment”

47


.

Noted


(i) Accepted - converted into a Requirement

IOSCO No comment -
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IRBA Support with following reservations. 


(i) This AM is imperative for the practical decision-making of the auditor and 
audit firm. We suggest that it be drafted as a requirement (similar to a 
“non-assurance services self-interest test”).


(ii) §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 re-
quirement. This proposed construct of 600.11 A2 ensures that not all non-
assurance services are prohibited.


(iii) Some of the risks identified in §600.11 A2 (a) to (c) may only be known or 
become reliably known while performing the non-assurance service, and 
this may therefore be too late for the prohibition to have applied, thus un-
dermining the prohibition. It is therefore necessary to clarify that a breach 
of these provisions will be treated as a breach of the IESBA Code, to drive 
a more diligent assessment of the risks, before accepting the non-assur-
ance services engagement.


(iv) §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 as follows:


“When making an audit judgment, the audit team will might evaluate or 
rely on any judgments made or activities performed by the firm or net-
work firm in the course of providing the service.” 

(v) Clarification is required on the meaning of the phrase “any judgements 
made, or activities performed” in 600.11 A2 (c).  §600.11 A2 (a) will prob-
ably always be met whenever NAS are provided for a fee. For similar reas-
ons, §600.11 A2 (b) will often be met in practice. Thus, in most cases we 
envisage that §600.11 A2 (c) as the crucial factor between those NAS that 
create a SRT and those that do not, hence the need to clarify this clause.

47


48/51


54


53


(i) Accepted - converted into a Requirement 

(ii) The revisions to §R600.13 are intended to 
emphasise 

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

and  

- 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


(iii) To provide emphasis, §R600.13 revised to be-
gin ‘Before providing a NAS …’ 

(iv) In approving the ED, the Board specifically dis-
cussed 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.  


(v) Noted - No change

Respondent Comment/Issue Line 
No.

TF Approach
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IRBA (cont) (vi) We propose additions to the risks described in §600.11 A2 to include the fol-
lowing:


(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 

(vii) These risks are needed to further screen those non-assurance engagements 
that create a SRT that should be prohibited.


55 (vi) and (vii). No change - risk assessments are a key 
element of an audit and so already covered by (b) 
and (c) 

MAOB Support
 Noted 

NASBA Further clarification would be helpful - e.g. is the proposed AM intended to cap-
ture tax compliance services ?


Yes - as provided Sub-section 604

UKFRC (i) It should be made clear that each of (a), (b) and (c) could, individually, give 
rise to a SRT. This could be achieved by linking each of the points by ‘or’ 
rather than ‘and’.


(ii) As currently worded it suggests that a SRT would only exist if, having re-
gard to (b), the results of the service will be subject to audit procedures.  
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 spe-
cifically 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 pro-
cedures only to find at a later stage they will be” 


49


50

(i) No change  -  All three factors need to be 
present before the risk of a SRT is established


(ii) No change.


The Board emphasised the importance of includ-
ing 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.

Respondent Comment/Issue Line 
No.

TF Approach
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Public Sector Organisations

AGNZ The approach is ineffective because it only addresses a SRT - and not other 
types of threat to independence (see Q1)

14 No change


- §R600.8 requires compliance with conceptual 
framework.  


- §600.1 to §600.4 explain the role of the con-
ceptual framework - Section 120 - in identify-
ing, evaluating and addressing threats. 


- §120.6 A3 sets out the different threats that 
might be created. 


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

AGSA Support Noted 


GAO Support


(i) Suggest changing ‘and’ to ‘or at the end of §600.11 A2(b) because it is not 
necessary for all three risks to be present for the provision of a NAS to 
create a SRT.

No change  


(i) All three factors need to be present before the 
risk of a SRT is established

Preparers & TCWG

JASBMA No comment
 -

Respondent Comment/Issue Line 
No.

TF Approach
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National Standard Setters

APESB We are concerned that the use of an ‘and’ between (b) and (c) of proposed para-
graph 600.11 A2 of the NAS Proposals creates subjectivity and, by default, po-
tential materiality considerations. An alternative drafting of this paragraph to 
make it clearer and more enforceable by regulators could be as follows:


“Identifying whether the provision of a non-assurance service to an audit client 
will create a self-review threat involves determining whether there is a risk that 
(a) the results of the service will affect the accounting records, internal controls 
over financial reporting, or the financial statements on which the firm will ex-
press an opinion, including when: 

(ab)	 In the course of the audit of those financial statements, the res-
ults of the service will be subject to audit procedures; and or 

(bc)	 When mMaking an audit judgment, the audit team will evaluate or 
rely on any judgments made or activities performed by the firm or network 
firm in the course of providing the service.

66 These drafting suggestions have been taken into 
account in the proposed revisions to §R600.13 and 
related paragraphs in sub-sections 601-610

Respondent Comment/Issue Line 
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XRB (i) Should the IESBA proceed with the changes as exposed, we are generally 
supportive of the AM, however, we consider that further emphasis could 
be given to independence in appearance. 


(ii) The perception of independence should be a vital component of any aud-
itor’s independence and requires consideration of a how a particular situ-
ation would look from the perspective of a reasonable and informed third 
party with publicly available information. 


(iii) Stakeholders questioned whether “and” following sub-paragraph (b) 
should be “or”, i.e., do all three of the factors need to be present in de-
termining whether the provision of the non-assurance service creates a 
self-review threat or could the presence of only one of the factors create a 
self-review threat. 

14


47

(i) and (ii)   No change


(iii)  No change - All three factors need to be present 
before the risk of a SRT is established

IFAC Member Bodies

ACCA & 
CAANZ

Support - but as judgment is still required to determine existence of SRT, there 
may still be inconsistencies in practice

56 Addressed by amendment to §600.16 A1 and ad-
dition of §600.16 A2

AE (i) Circumstances when SRT created are not clear because §600.11 A1 
provides a further definition of a SRT in addition to that in the conceptual 
framework.


(ii) Reference to audit procedures in §600.11 A2 (b) introduces materiality 

56


.

(i) No change


(ii) Addressed by amendment to §600.16 A1 and 
addition of §600.16 A2

Respondent Comment/Issue Line 
No.

TF Approach

	 Agenda Item 3-D

	  of 51 233



	 NAS - Compilation of NAS ED Comments with Task Force Responses

	  IESBA Meeting (September 2020)

AICPA Support - but suggest deletion of ‘whether there is a risk that’ so that accountant 
can assess probability of the criteria existing (or replace with ‘will create a SRT’)

51 The drafting challenge arises from the fact that some 
recognise that the word ‘threat’ contemplates a pos-
sibility - others do not.  


‘Threat’, construed correctly, means that  ‘there is a 
possibility that self-review may occur’.  In that case, 
each sub-paragraph should use ‘will’ - because then 
the message, correctly, will be ‘if there is a possibility 
that self-review will occur’ 

The revisions to §R600.13 are intended to em-
phasise 

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

and  

- That that assessment is informed by 
whether the circumstances in all three sub-
paras will/might exist 

Respondent Comment/Issue Line 
No.

TF Approach
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ASSIREVI §600.11 A2 is not clear and raises significant interpretation issues: 

(i) Not consistent with §600.9 A2 which identifies factors that are relevant to 
identification of SRT;


(ii) Need to be clear that (a), (b) and (c) must be satisfied;


(iii) (a) too wide - and will catch many NAS


(iv) Believe that materiality should be retained when assessing existence of 
SRT.

34


48

(i) §600.9 A2 identified factors relevant to any type 
of threat - not just SRT


(ii) The revisions to §R600.13 are intended to 
emphasise 

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

and  

- That that assessment is informed by 
whether 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


(iii) Noted - No change


(iv) ISSUE B

BICA Support Noted

CAI Concerned at implications of proposals depending on breadth of PIE definition ISSUE A

CNCC Support - see Q1 Noted

Respondent Comment/Issue Line 
No.

TF Approach
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CPAA (i) We do not support the IESBA’s view that every self-review threat identified 
with respect to a PIE audit client is unable to be reduced to an acceptable 
level and that therefore, elimination of the threat is required. 


(ii) Concerned that §600.11 A2 (a) effectively means all NAS create a self-re-
view threat, and the consequence of §600.11 A2 (a), coupled with 
§R600.14, means that all NAS are effectively prohibited for a PIE audit cli-
ent.


(iii) Additionally, the term ‘risk’ in §600.11 A2 is not used throughout the Code 
with respect to describing a threat to the fundamental principles and ap-
pears inconsistent with drafting conventions. 

(i) and (ii) ISSUE B 

(iii) Noted - No change as not inconsistent with draft-
ing conventions

CPAC Support - examples would be desirable
 Noted

EFAA Support Noted

FAR No comment -

HKICPA Support - Some stakeholders have reservations - urge IESBA to provide ex-
amples


Noted

IAA Support Noted

ICAB Support Noted

ICAEW Support


(i) §600.11 A2 or in §600.12 A1 - It would be helpful to expand the extent to 
which the existence of external evidence supporting judgment is relevant 
(cf as discussed in the tax planning material in §604.12 A2)

57


.

Noted


(i) No change - Not practical to address in 
§R600.13.  

ICAG Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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ICAI No comment - many States already prescribe which NAS are permissible.
 Noted

ICAS (i) §600.11 A2 (b) could be interpreted as meaning it is only the results of 
those services that the auditor determines to be material that create a self-
review threat, but this is then contradicted by the new requirement in 
paragraph R600.14 which states that materiality does not apply to PIEs in 
relation to self-review threats i.e. if a self-review threat is identified, regard-
less of the extent to which the outcome of the service will have a material 
effect on the financial statements, the provision of the NAS is not permit-
ted.  


(ii) Clarity could be improved by amending the “Materiality in relation to finan-
cial statements” at §600.15 A1 to reflect more of the discussion on materi-
ality in paragraphs 10, and 42 to 44, of the Explanatory Memorandum. The 
Explanatory Memorandum explains that the concept of materiality is re-
tained as an example of a factor that a firm considers in evaluating the 
level of an identified threat, although there are certain situations where the 
materiality qualifier is withdrawn. 


(iii) §600.15 A1 does not indicate that there are certain circumstances in the 
NAS provisions where a service cannot be provided even if the outcome or 
result of the service is immaterial. Suggest amend.  It would be helpful to 
have a signpost in §600.15 A1 to this effect. For example: 


‘§600.15 A1.  Materiality is a factor that is relevant in identifying and evalu-
ating threats created by providing a non-assurance service to an audit cli-
ent. Subsections 601 to 610 refer to materiality in relation to an audit cli-
ent’s financial statements. The concept of materiality in relation to an audit 
is addressed in ISA 320, Materiality in Planning and Performing an Audit, 
and in relation to a review in ISRE 2400 (Revised), Engagements to Review 
Historical Financial Statements. The determination of materiality involves 
the exercise of professional judgment and is impacted by both quantitative 
and qualitative factors. It is also affected by perceptions of the financial in-
formation needs of users. 

56


.

(ii) and (iii) Addressed by amendment to §600.16 
A1 and addition of §600.16 A2
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§600.15 A2 There are certain circumstances in subsections 601 to 610 
where a service cannot be provided even if the outcome or result of the 
service is immaterial:  

• As set out in R600.14, in the case of audit clients that are public interest 
entities, if a self-review threat is identified, firms and network firms are not 
permitted to provide a non-assurance service to an audit client even if the 
outcome or result of the non-assurance service is immaterial or not signi-
ficant to the financial statements on which the firm will express an opin-
ion.  

• In relation to the provision of certain tax services (Subsection 604) and 
Corporate Finance Services (Subsection 610).”  

ICPAR Support Noted

ICPAU Support


(i) Suggest deletion of ‘whether there is a risk that’


(ii) Clarify that all three sub-paragraphs have to be satisfied for there to be a 
SRT

48/51 The revisions to §R600.13 are intended to em-
phasise 

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

and  

- That that assessment is informed by 
whether 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

Respondent Comment/Issue Line 
No.

TF Approach

	 Agenda Item 3-D

	  of 56 233



	 NAS - Compilation of NAS ED Comments with Task Force Responses

	  IESBA Meeting (September 2020)

IDW Support - but do not support deletion of materiality qualifier ISSUE B

IMCP Support Noted

IPA Refer to ‘accounting treatments and disclosures’ 60 No change - covered by reference to financial 
statements in §R600.13 (a) 

ISCA Guidance is not sufficiently clear


(i) Does not add to definition of SRT and the conceptual framework


(ii) Concerned that ‘whether there is a risk that’ will give rise to different inter-
pretations in practice


(iii) Consider Code should take into consideration matters embedded in ISQM 
1, ISA 220 and professional standards.


(iv) §600.11 A1 should be expanded to include these and emphasise import-
ance of management responsibility for decision making re output of NAS

51


-

Noted


(i) No change


(ii) The revisions to §R600.13 are intended to 
emphasise 

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

and  

- That that assessment is informed by 
whether the circumstances in all three sub-
paras will/might exist  

(iii) and (iv)  ISSUE E

JICPA Concerned that the scope of NAS for which a SRT could be interpreted unneces-
sarily broadly - with the result that the provision of NAS for which the SRT can be 
reduced to an acceptable level by safeguards could be restricted.  Therefore 
suggest replacing ‘whether there is a risk that’ with ‘whether there is a situation 
that’.

ISSUE B

KICPA Support - Would welcome examples of when NAS may affect internal controls or 
financial statements

Noted
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MIA No - because, without materiality qualifier, most NAS will be caught ISSUE B

MICPA (i) Materiality should be retained as its removal is inconsistent with prin-
ciples-based approach in Code


(ii) Clarify whether all three tests must be satisfied to achieve a SRT


(iii) Provide application material to support (a) - which can be construed very 
widely

48


-

(i) ISSUE B 

(ii) The revisions to §R600.13 are intended to 
emphasise 

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

and  

- That that assessment is informed by 
whether 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


(iii) Noted - no change

NBA No comment -

NBAAT Support 


• Should also consider whether there is a risk that the outcome of the NAS will 
affect information provided in the annual report - and not just the financial 
statements - per ISA 720 (Revised)

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

NYSSCPA No comment -
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SAICA Support


(i) Request AM on how the assessment might be documented, as evidence 
that this was considered. 


(ii) §600.11 A2(a) - it is not clear what services would not impact the account-
ing records / financial statements.  We would also request more guidance 
on what would be a self-review threat in these instances.


(iii) §600.11. A2(a), (b) and (c) is connected using “and”. Normally when the 
word “and” is used then it would mean that all three paragraphs would 
apply for it to be a self-review threat and we would like confirmation if that 
is the correct interpretation.


(iv) Request a definition of “audit procedures”.


(v) Would an “agreed upon procedure” be viewed as a NAS ?  In our view, 
“agreed upon procedures” engagements do not provide assurance.


(vi) There is not enough clarity on what would be included as a NAS - request 
additional information.

96


48

(i) Importance of evidencing the actions taken 
and any decisions reached is addressed in 
§600.23 A1 

(ii) No change - address in Basis for Conclusions


(iii) The revisions to §R600.13 are intended to 
emphasise 

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

and  

- That that assessment is informed by 
whether 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


(iv) No change - terms should not require definition


(v) To be addressed in Basis for Conclusions


(vi) No change - address in Basis for Conclusions
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SAIPA Support


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

64 No change - prohibition applies irrespective of in-
volvement of NAS team with the audit engagement 
team

WPK (i) The application material does not set out the thought process to be under-
taken clearly. - 600.11 A2 (b) appears to introduce materiality considera-
tions through the ‘back door’ by referring to ‘audit procedures’. 


(ii) The interplay between R600.14 and 600.11 A2 does not work - and will 
cause confusion.


(iii) Recommend retaining the materiality qualifier

56 (i) Addressed by amendment to §600.16 A1 and 
addition of §600.16 A2 

(ii) Not understood


(iii) ISSUE B

ZICA No comment -

Firms

BDO Support - but recommend deletion of ‘whether there is a risk’ 51 (i) The revisions to §R600.13 are intended to 
emphasise 

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

and  

- That that assessment is informed by 
whether the circumstances in all three sub-
paras will/might exist

Respondent Comment/Issue Line 
No.

TF Approach

	 Agenda Item 3-D

	  of 60 233



	 NAS - Compilation of NAS ED Comments with Task Force Responses

	  IESBA Meeting (September 2020)

BKTI Support


(i) It should be clearer that all three elements of §600.11 A2 have to be satis-
fied before a NAS creates a SRT;


(ii) §600.11 A2 (b) - clarity needed in relation to the reference to ‘subject to 
audit procedures’ as that has the effect of reintroducing a materiality test 
because, under auditing standards, auditors are not required to perform 
audit procedures on immaterial items. 

48


56

Noted


(i) The revisions to §R600.13 are intended to 
emphasise 

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

and  

- That that assessment is informed by 
whether 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


(ii) Addressed by amendment to §600.16 A1 and 
addition of §600.16 A2

CROWE Support Noted
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DTTL Support - subject to following suggestions


(i) For the purposes of Section 600, the definition of a SRT should not refer to 
the results of “previous judgment made” by the firm. 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 re-
sponsibility. Therefore, by definition any prior judgments made were not 
ultimately the audit firm’s judgments. 


(ii) §600.11 A1 appropriately guides the professional accountant to consider 
the “risk” that the results of the NAS create a SRT, but consider this to be 
inconsistent with the circular structure in §600.11 A2 that a self-review 
threat will be created if there is a risk of self-review (a risk that the three 
prongs of the test are met). 


(iii) The Code refers to the “provision” of services in other sections, including 
§600.11 A2 rather than the “undertaking” of a service as referenced in 
§600.11 A1. 


(iv) It is unclear whether the reference to the firm “auditing its own work” in 
§600.11 A1 is intended to be a different definition of a SRT than that con-
tained in §600.11 A2 and we recommend it be deleted/redrafted to avoid 
confusion. 


(v) A SRT is already defined in Section 120, so we do not see the need for it 
to be repeated in §600.11 A1, and then followed by another “definition” of 
a SRT for the purpose of Section 600 which is also slightly different and 
we recommend deleting the second sentence in §600.11 A1.

63


51


66

(i) No - the reference to judgment is to any judg-
ment made in the course of performing the ser-
vice - not any judgment made by management.


(ii) The revisions to §R600.13 are intended to 
emphasise 

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

and  

- That that assessment is informed by 
whether the circumstances in all three sub-
paras will/might exist 

(iii) These drafting suggestions have been taken into 
account in the proposed revisions to §R600.13 
and related paragraphs in sub-sections 601-610


(iv) and (v) - No change
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DTTL (cont) (vi) For the reasons stated above, we suggest the following drafting amend-
ments:

 
§600.11 A1 


When a firm or network firm undertakes provides a non-assurance ser-
vice for to an audit client, there might be a risk that the results of the 
non-assurance service create of the firm auditing its own work, thereby 
giving rise to a self-review threat. A self-review threat is the threat that a 
firm or a network firm will not appropriately evaluate the results of a pre-
vious judgment made or an activity performed by an individual within the 
firm or network firm as part of a non-assurance service on which the 
audit team will rely when forming a judgment as part of an audit.  

600.11 A2 


Identifying whether there is a risk that the provision of a non-assurance 
service to an audit client will create a self-review threat involves determ-
ining whether there is a risk that:  
(a) The results 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;  
(b) In the course of the audit of those financial statements, the results of 
the service will be subject to audit procedures; and  
(c) When making an audit judgment performing audit procedures, the 
audit team will evaluate or rely on any judgments made of activities per-
formed by the firm or network firm in the course of providing the non-
assurance service.  

(vii) If §600.11 A2 establishes a test with three criteria for identifying whether a 
NAS to an audit client will create a SRT, then we find it confusing that the 
relevant Requirements throughout the 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).

62 (vi) - (x).   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 under-
taken 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.   


These drafting suggestions have been taken into 
account in the proposed revisions to §R600.13 
and related paragraphs in sub-sections 601-610 
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DTTL (cont) (viii)In §600.13 A2, the statement 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.” 


(ix) Using this same concept, the requirements should therefore follow in 
§R600.14 that “A firm or a network firm shall not provide a non-assurance 
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.” 


(x) 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. 


(xi) §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.


(xii) This is due to the interaction with §601.3 A1 which states that the provi-
sion of accounting and bookkeeping services will create SRT. These ser-
vices should be treated consistently with the other requirements, and 
§601.3 A1 should state that “Providing accounting and bookkeeping ser-
vices 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. 

137


.

(xi) and (xii)  No change -  the intention is that the 
provision of accounting and bookkeeping services to 
PIEs should be prohibited
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DTTL (cont) (xiii)Concerned that a broad prohibition on “accounting services” could sweep in 
services that should be provided by the auditor, such as the provision of 
technical advice and assistance to the audit client in connection with ac-
counting matters. This a very broad category of services that is not defined 
adequately enough to be prohibited without reference to an evaluation of 
whether the NAS creates a SRT.  It is also contradictory with §601.2 A2 which 
provides a list of activities that could be labelled accounting services, but are 
deemed not to create threats and is also inconsistent with the conceptual 
framework that requires an evaluation whether a threat is created in the first 
place.


(xiv)Concerned that applying §600.11 A2 may lead to the conclusion that provid-
ing advice and recommendations creates a risk of SRT and is therefore im-
permissible for a PIE, which we do not believe is the intention. For example, 
an audit firm provides advice and recommendations on the application of an 
accounting standard and does not provide the client with specific journal en-
tities or quantify the impact. It could be made clearer, perhaps through ex-
amples, that the application of §600.11 A2 should not lead to the conclusion 
that the advice and recommendations (the results of the service) created a 
SRT simply because management considered and implemented the advice, 
and the decisions made by management had an impact on the financial 
statements. 

(xiii) and (xiv) ISSUE E
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EY §600.11 A2 does not provide clear guidance for considering whether the provi-
sion of a NAS to an audit client will create a self- review threat.


(i) 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. 


(ii) Evaluating the risk that the three circumstances are present will be a qual-
itative estimation of likelihood, and we believe that the wording “ whether 
there is a risk that ” could result in inconsistent and unpredictable applica-
tion of the SRT prohibition.


(iii) Because it is not the presence of the risk that creates the SRT, but rather 
the fact of the three circumstances in sub-points (a) – (c) are present, we 
propose that the IESBA consider the following revisions:


“ Identifying whether The provision of a non-assurance services to an 
audit client will creates a self-review threat when involves determining 
whether there is a risk that :…” 

(iv) Uncertain what the word “affect” in sub-point (a) of proposed §600.11 A2 
is intended to encompass. This is a broad concept and could have unin-
tended consequences depending on the interpretation of this word – for 
example, it could capture situations when there is no actual self-review. 
We suggest that this sentence be revised as follows:


“ The results of the service will have a direct affect effect on …” .

51


66


-

Noted


(i) to (iv).  The revisions to §R600.13 are intended 
to emphasise 

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

and  

- That that assessment is informed by 
whether the circumstances in all three sub-
paras will/might exist 

These drafting suggestions have been taken into 
account in the proposed revisions to §R600.13 and 
related paragraphs in sub-sections 601-610
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GTI Support


(i) Suggest amending §600.11 A2 to read ‘The results of the service will affect 
or become part of the accounting records…’

66 These drafting suggestions have been taken into 
account in the proposed revisions to §R600.13 and 
related paragraphs in sub-sections 601-610

KPMG Support - but recommends deletion of ‘whether there is a risk that’ because re-
moves assessment of materiality

51 The revisions to §R600.13 are intended to em-
phasise 

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

and  

- That that assessment is informed by 
whether the circumstances in all three sub-
paras will/might exist

MAZARS (i) Amend sub-para (a) to read the results of the service will ‘directly or indir-
ectly’ affect the accounting records. 


(ii) Re sub-para (a), the word ‘or’ should be inserted between ‘records’ and 
‘control’ in the first line. 


(iii) Re sub-para (b), would expect audit procedures to be performed unless 
the impact of the service was immaterial. 


(iv) Re sub-para (c), more precision is required on what ‘audit judgment’ 
means.  Don’t think auditors should rely on judgments of others

66


56


63

(i) and (ii)  These drafting suggestions have been 
taken into account in the proposed revisions to 
§R600.13 and related paragraphs in sub-sections 
601-610 

(iii) Addressed by amendment to §600.16 A1 and 
addition of §600.16 A2 

(iv) No change - the reference to judgment is to any 
judgment made in the course of performing the 
audit - not any judgment made by others.

MOORE Support Noted
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NEXIA (i) Singapore - No - because of absence of materiality qualifier.


(ii) South Africa - No - because of absence of materiality qualifier


(iii) Japan - examples requested


(iv) Argentina - No - because of absence of safeguards

ISSUE B

PwC We have the following concerns: 


(i) §600.9 A2 sets out factors relevant in identifying and evaluating threats 
created by the provision of NAS to all audit clients. While there is no spe-
cific linking of those factors to the relevant threat, some of these, notably 
bullets 7-9, are relevant to evaluating the SRT - including “The extent to 
which the outcome of the service will have a material effect on the financial 
statements”.  
§600.11 A2 deals specifically with the SRT but there is no obvious link 
back to §600.9 A2, the factors to consider are not the same and, as a res-
ult, there is a disconnect between the two paragraphs which may cause 
uncertainty and risks inconsistent interpretation and application.


(ii) 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 evalu-
ation 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 evalu-
ated at the relevant time. The response to any subsequent breach resulting 
from a change in the facts and circumstances should follow the “breaches 
provisions” in the IIS.  

33


58

(i) §600.9 A1 and §600.9 A2 revised to emphasise 
need to consider possibility of all threats 
identified in §120.6 A3 

(ii) §R600.13 revised to emphasise that the as-
sessment 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 pos-
sible 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 emphasised in Basis for Conclu-
sions 


Importance of evidencing the actions taken 
and any decisions reached is addressed in 
§600.23 A1
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PwC (cont) (iii) The first condition in §600.11 A2 is evaluating whether “the results 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 inter-
pretation. 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.”  

(iv) Several ISAs refer to “materiality” being a relevant factor in determining the 
nature and extent of audit procedures that need to be performed in order 
to obtain sufficient appropriate audit evidence on which to base the audit 
opinion. It thus affects whether a self-review threat might be created as 
there may be circumstances when it is not necessary to perform audit 
procedures in relation to a particular account balance, class of transaction 
or disclosures because the risk of material misstatement is so low. 


(v) The removal of any consideration of “materiality” in relation to NAS is in-
consistent with the conceptual framework approach and other provisions 
adopted in the Code. We believe that “materiality” is an appropriate factor 
in evaluating whether an interest or relationship creates a threat to inde-
pendence, as is the case in the IIS with indirect financial interests and 
close business relationships, including in relation to PIEs. 


(vi) Accordingly, the IIS should clearly recognise the application of “materiality” 
considerations in the context of applying the factors set out in §600.11 A2. 
This would also be consistent with proposed §600.15 A1 (and §600.9 A2). 


61


56


(iii) No change.   The TF does not agree with ap-
proach proposed.


(iv) Addressed by amendment to §600.16 A1 and 
addition of §600.16 A2 

(v) and (vi) ISSUE B 
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PwC (cont) (vii) In saying this, we are not suggesting that materiality should be used to 
argue that individual components in a group audit are “not subject to audit 
procedures” and further that this does not require the inclusion of a mater-
iality qualifier (or exemption), as included in the extant Code, in subsec-
tions 601-610. 


(viii)Some readers are unclear as to whether the three conditions in this provi-
sion (600.11 A2) are cumulative in effect (which we understand is the in-
tent). It might be clearer if the word “and” was added after bullet (a). 

48


-

(vii) Noted


(viii) The revisions to §R600.13 are intended to 
emphasise 

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

and  

- That that assessment is informed by 
whether 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
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RSM Clarity required


(i) Guidance required on sub-paras (b) and (c). 


(ii) Confirm audit procedures and audit judgments have same meaning in 
Code as in ISAs.


(iii) Confirm that all three sub-paras must be satisfied for an SRT to arise.

56


48


(i) Not understood


(ii) No change - terms should not require definition


(iii) The revisions to §R600.13 are intended to 
emphasise 

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

and  

- That that assessment is informed by 
whether 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


SRA No comment
 -
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Others

CAQ (i) We believe there may be diversity among users of the Code in the inter-
pretation and application of the three criteria f 600.11 A2 due to the use of 
the phrase ‘whether there is a risk that’ in the lead-in paragraph to the 
three criteria.  Recommend removal of the words ‘there is a risk that’


(ii) Concerned that the ‘risk’ that the three criteria will occur without scaling 
for the probability of such occurrence could result in an interpretation that 
virtually all NAS provided to PIEs would be prohibited, which we would not 
support’

51 (i) The revisions to §R600.13 are intended to 
emphasise 

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

and  

- That that assessment is informed by 
whether the circumstances in all three sub-
paras will/might exist 

(ii) ISSUE B

IIA Encourages reference to IIA standards in relation to provision of internal auditing 
services


17 Address in Basis for Conclusions

SMPC Support


(i) Question absence of reference to materiality


(ii) Sub-para (b) - “the results of the service will be subjected to audit proced-
ures” - is unclear

56


-

(i) ISSUE B 

(ii) Addressed by amendment to §600.16 A1 and 
addition of §600.16 A2

Respondent Comment/Issue Line 
No.

TF Approach
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3. Is the proposed application material relating to providing advice and recommendations in proposed §600.12 A1, including 
with respect to tax advisory and tax planning in proposed §604.12 A2, sufficiently clear and appropriate, or is additional applica-
tion material needed ? 

Respondent Comment/Issue Line 
No.

TF Approach

Regulators and Oversight Authorities (including MG members)

CEAOB No comment -

CMASA No comment -

IAASA No comment -

IFIAR No comment -

IOSCO No comment -

	 Agenda Item 3-D

	  of 73 233



	 NAS - Compilation of NAS ED Comments with Task Force Responses

	  IESBA Meeting (September 2020)

IRBA §602 A1


(i) A definition will have to find a middle ground between 

• Communication between an auditor and a client in highlighting control 

deficiencies, and

• Services not being acknowledged as NAS because they lack a fee or 

an engagement letter. 


(ii) Clarification on the auditor’s responsibility to provide management with 
recommendations identified during an audit in terms of the IAASB Interna-
tional Standard on Auditing (ISA) 265, Communicating Deficiencies in In-
ternal Control to Those Charged with Governance and Management, 
needs to be considered.  These recommendations are usually implemen-
ted in the following year, which may result in the provisions of §600.11 A2 
(c) being met. Concerned that this paragraph may result in an audit firm’s 
being reluctant to provide the necessary communications to those 
charged with governance (TCWG), thus undermining the current value of 
the audit.


(iii) It is doubtful whether the phrase “nature of the advice and recommenda-
tion and how such advice and recommendation might be implemented by 
the audit client” provides the necessary clarity to make this provision un-
derstandable.


§604.12 A2


(iv) §604.12 A2 (b) and (c) are not clear. The use of established practice may 
still require significant professional judgement and may be used differently 
in each jurisdiction, as it is subject to different interpretations. In particular, 
§604.12 A2 (c), is not clear as to whose view informs this decision, and is 
highly subjective.  We favour the deletion of it.

69


164

Noted


(i) Noted


(ii) ISSUE E 

(iii) §600.10 A1 (formerly §600.12 A1) - Third sen-
tence deleted as it does not add anything 

(iv) The TF considers that when considering which 
formulation to use, the appropriate analysis is as 
follows:


• Do the two formulations give rise to an equival-
ent test ?


• If yes, which is more generally known and un-
derstood ?


• If no, which of the two sets the higher threshold 
?


The TF is currently of the view that the two for-
mulations are NOT equivalent.  ‘More likely than 
not to prevail’ requires only a marginal increased 
probability.  In contrast, ‘likely to prevail’ implies 
a clear probability that the advice will prevail.


The Board is asked whether to retain “likely to pre-
vail” or whether to change to “more likely than not to 
prevail”.

MAOB Support Noted

NASBA Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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UKFRC §600.12 A1


(i) “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 manage-
ment’s mindset is simply to implement the advice and recommendations 
without question the firm may in effect become responsible for the 
results.”


§604.12 A2  

(i) 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 un-
less that will always be the case - which seems unlikely.  


(ii) Concerned that ‘likely to prevail” clearly involves subjectivity (and a pos-
sibility it will not prevail) 

70


169


164

§600.12 A1 - Noted - this is addressed in §R400.14


§604.12 A2  


(i) No change


- The approach to SRTs is based on the pos-
sibility of conflicting judgments being made 
and the audit team subordinating its judg-
ment to that of the NAS team.  


- No such issue arises if the audit team iden-
tifies a mistake.


(ii) Decision to be made on whether to retain 
“likely to prevail” or whether to change to 
“more likely than not to prevail“ 

Public Sector Organisations

AGNZ Tax advisory and tax planning services are not permitted in the context of audits 
for which the AGNZ is responsible.  §604.12 A2 should be given more promin-
ence

Noted - no change

Respondent Comment/Issue Line 
No.

TF Approach
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AGSA (i) It is not clear whether proposed  §600.12 A1 refers only to advice and re-
commendations that is a result of NAS or also includes recommendations 
made to remedy the root causes of audit findings during the normal annual 
audit process. It is practice for value adding recommendations to be made 
and they could well have an impact on e.g. the controls of the auditee 
where a control deficiency was identified and the auditor recommends 
controls to be put in place.


(ii) A recommendation has no results, only the implementation of a recom-
mendation will yield results. If an auditor recommends the implementation 
of certain controls, it still remains the responsibility of management to im-
plement the controls.


(iii) Consider whether the level of the threat could be at an acceptable level 
when the advice or recommendation is merely provided by the auditor but 
not also implemented by them. 


(i) ISSUE E 

(ii) Agreed


(iii) Not understood

GAO §600.12 A1 - Suggest changing the fourth sentence to state that the sentence 
only applies to non-PIE audit clients


77 §600.10 A1 (formerly §600.12 A1) - Text revised

Preparers & TCWG

JASBMA No comment
 -

Respondent Comment/Issue Line 
No.

TF Approach
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National Standard Setters

APESB §600.12 A1 - Support


§604.12 A2  

(i) The drafting creates subjectivity, in particular in sub-para 604.12 A2 (c), 
which refers to “a basis in tax law that is likely to prevail.” Some concern 
that ‘likely to prevail’ is open to interpretation.


(ii) Concern that a subjective list of incidences where it may not create a 
threat creates confusion and potentially leads to inconsistent application.


(iii) 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-re-
view or advocacy threats.


(iv) Helpful to have additional AM that distinguishes tax compliance services 
from tax advisory and tax planning services. It is more than likely that most 
tax compliance services are supported by a tax authority, precedent, or 
based on established practice (i.e., limb (a) and (b) of proposed paragraph 
604.12 A2) and creates a lesser threat compared to tax advisory and tax 
planning services. 


(v) Inappropriate to state that tax advisory and tax planning will not 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.


(vi) As there is a high likelihood that any tax service will impact on the ac-
counting records and financial statements, recommend that the use of 
“might” should be avoided as much as possible.

164


171


172

§600.12 A1 - Noted


§604.12 A2


(i) and (ii)  Decision to be made on whether to 
retain “likely to prevail” or whether to change to 
“more likely than not to prevail“ 


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


(iv) Noted - No change 


(v) No change - Rationale is set out in §604.6 A1


(vi) Noted

Respondent Comment/Issue Line 
No.

TF Approach
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XRB (i) We are concerned that tax advisory and tax planning services are specific-
ally scoped out of the SRT. 


(ii) We consider that providing tax advisory and tax planning services to an 
audit client that is a PIE creates a SRT, regardless of whether one of the 
conditions identified in paragraph 604.12 A3 is present. 


(iii) Although we acknowledge that there may be some advantages to audit 
and tax services being provided by the same firm, in order to change the 
perception that there is a lack of independence, it is important that the 
provision of all tax services be prohibited.

(i) - (iii)  No change


IFAC Member Bodies

ACCA & 
CAANZ

Support Noted

AE (i) §600.12 A1  - should include reference to management’s responsibility for 
decision-making.


(ii) §604.12 A2 - Circumstances referred to give rise to a SRT - but an accept-
ably low one

72 §600.12 A1 - No change   The role/involvement of 
management does not remove the threat arising 
from self-review (which relates to the firm’s review of 
its own work).


§604.12 A2 - Noted

Respondent Comment/Issue Line 
No.

TF Approach
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AICPA §600.12 A1


(i) Concerned that the proposed revision could be interpreted as prohibiting a 
professional accountant from providing any advice or recommendations. 
We recommend the IESBA add examples of situations both where the self- 
review threat may exist and is not likely to exist to help clarify when provid-
ing advice and recommendations would not impair independence. Advice 
and recommendations related to technical accounting matters could be 
used as an example. 


(ii) Believe the paragraph would be further clarified by connecting this guid-
ance to the provision moved to §400.14 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 respons-
ibility.” 

70


-

§600.12 A1


(i) ISSUE E 

(ii) Noted - this is addressed in §R400.14

ASSIREVI §600.12 A1 - Not all NAS involving advice and recommendations give rise to SRT 
- and so should not be prohibited


§604.12 A2 - Recommend ‘more likely than not’ in place of ‘likely to prevail’.
164


-

§600.12 A1.  ISSUE E


§604.12 A2.  Decision to be made on whether to 
retain “likely to prevail” or whether to change to 
“more likely than not to prevail“ 

BICA Support Noted

CAI Concerned at probability of differing interpretations of ‘basis in tax law that is 
likely to prevail”

164 §604.12 A2.  Decision to be made on whether to 
retain “likely to prevail” or whether to change to 
“more likely than not to prevail“ 

Respondent Comment/Issue Line 
No.

TF Approach
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CNCC §600.12 A1


(i) Advice and recommendations should be handled with great caution.   It 
has the potential to impact the dialogue between auditor and client in the 
course of an audit (see example).   If the advice can be given during the 
audit, it should also be permissible as a NAS


(ii) The issue is not a matter of the nature of the advice and recommenda-
tions; the key issue is the role of management in making the decision


§604.12 A2


(i) Are these intended to be the only circumstances when no SRT would arise 
?


(ii) Lack of clarity in ‘likely to prevail’.  Does it mean ‘a basis in tax law that is 
at least more likely than not to be allowable’ ? 

164


-


§600.12 A1


(i) ISSUE E 

(ii) Noted - this issue is addressed in §R400.14


§604.12 A2


(i)  Yes


(ii) Decision to be made on whether to retain “likely 
to prevail” or whether to change to “more likely than 
not to prevail“ 

CPAA §600.12 A1 - safeguards should be permitted - but if proposals proceed, support.


§604.12 A2 - 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

170


-

§600.12 A1 - Noted


§604.12 A2 - No change - Follows approach in ex-
tant Code

CPAC Generally supportive


(i) Both paragraphs should make it clear that providing advice and recom-
mendations in the capacity of management is excluded. 


(ii) In §604.12 A2 (c) (and §R604.4),  the phrase “likely to prevail” is subjective 
which raises concerns as to how it might be interpreted and practically 
applied. 

71


164

(i) Noted - this is addressed in §R400.14


(ii) §604.12 A2.   Decision to be made on whether to 
retain “likely to prevail” or whether to change to 
“more likely than not to prevail“ 

Respondent Comment/Issue Line 
No.

TF Approach
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EFAA Support   -  Express concern that the phrase - ‘has a basis in law that is likely to 
prevail’ in R604.4 and 604.12 A2 (c) - is unclear.  

164 §604.12 A2 - Decision to be made on whether to 
retain “likely to prevail” or whether to change to 
“more likely than not to prevail“ 

FAR No comment -

HKICPA Support - subject to comment re Q2 Noted

IAA Support Noted

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

75 ISSUE D

ICAEW Support - subject to comment re Q2 Noted

ICAG Support Noted

ICAI §600.12 A1 - may be difficult to implement as the assessment of how the advice 
or recommendations may be implemented by the client is subjective 


§600.12 A2 - Support

69 §600.10 A1 (formerly §600.12 A1) - Third sentence 
deleted as it does not add anything 

§604.12 A2 - Noted

Respondent Comment/Issue Line 
No.

TF Approach
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ICAS §600.12 A1 is very generic and, in our view, needs additional AM.  In our view


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


(ii) Examples might also be helpful in terms of what the IESBA would consider 
to be the nature of advice and recommendations that might create a self-
review threat. For example: 


• if a range of recommendations are provided by the firm and the client 
makes the ultimate judgement as to the course of action, does this 
create a self-review threat because the firm made the recommenda-
tion in the first instance, even although it was provided within a range 
of recommendations? 


• Internal control recommendations are part of the audit work to assist 
the client to improve its processes – would this be considered a self-
review threat?  

(iii) We would also suggest the following change to paragraph 600.12 A1 to 
clarify the wording: 


“600.12 A1 Providing advice and recommendations might create a self-
review threat. Whether providing advice and recommendations creates a 
self-review threat involves making the determination set out in 600.11 
A2. This includes considering the nature of the advice and recommend-
ations and how such advice and recommendations might be implemen-
ted by the audit client. Where the audit client is not a public interest en-
tity and a self-review threat is identified, the firm is required to address 
the threat by application of the conceptual framework (reference para-
graphs 600.16A1 to 600.16 A4) If a self-review threat is identified, ap-
plication 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.”  

(iv) We would suggest that perhaps an additional sentence is should be added 
to 1400.13 A4 to highlight that providing advice and recommendations 
might create a self-review threat.

74


79


248

Noted


(i) Already addressed in §600.7 A1


(ii) ISSUE E 

(iii) §600.10 A1 (formerly §600.12 A1) - Text revised 

(iv) §400.13 A4 revised to address concern 

Respondent Comment/Issue Line 
No.

TF Approach
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ICPAR Support Noted

ICPAU §600.12 A1  


(i) Concerned it will be construed as prohibiting provision of advice and re-
commendations.

(i)  ISSUE E

IDW §600.12 A1 does not address how a firm might evaluate the risk when it doesn’t 
know how the audited entity may implement advice and recommendations given


§604.12 A2 (c) - ‘likely to prevail’ is not a recognised standard and may draw 
various interpretations. Having a basis in tax law should suffice. 

69


164

§600.10 A1 (formerly §600.12 A1) - Third sentence 
deleted as it does not add anything 

§604.12 A2 - Decision to be made on whether to 
retain “likely to prevail” or whether to change to 
“more likely than not to prevail“ 

IMCP Support Noted

IPA §600.12 A1 - ’Providing advice and recommendations specific to tax advisory and 
planning in 604.12 A1 ‘will’ create a SRT - not ‘may’ 

§604.12 A2 - AM needs to be reconsidered in light of Interpretation 23 - Uncer-
tainty over Income Tax Treatments.

Consideration should be given to removal of §604.12 A2

68


164

§600.12 A1 - No change - advice and recommenda-
tions does not always involve a SRT


§604.12 A2 - Decision to be made on whether to 
retain “likely to prevail” or whether to change to 
“more likely than not to prevail“ 

ISCA §600.12 A1 does not adequately elevate the importance of management’s re-
sponsibility for decision making with regards to the output of the NAS 


§600.12 A2 (c) - concerned that ‘likely to prevail’ may not work in Germany due to 
legal obligation to advise all potentially viable options and advise on likelihood of 
being permitted.  May also promote over-conservative approach

72


164

§600.12 A1 - The role/involvement of management 
does not remove the threat arising from self-review 
(which relates to the firm’s review of its own work).


§604.12 A2 - Decision to be made on whether to 
retain “likely to prevail” or whether to change to 
“more likely than not to prevail“ 

Respondent Comment/Issue Line 
No.

TF Approach
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JICPA Support - but suggest that the paragraph should make it clear that when consid-
ering how advice and recommendations may be implemented by the audited en-
tity, the audit should consider whether there is a risk of the audit firm assuming 
management responsibility.

74 No change  -  already addressed in §600.7 A1

KICPA AM needs revision to address how a firm might evaluate the risk when it doesn’t 
know how the audited entity may implement advice and recommendations given

70 §600.10 A1 (formerly §600.12 A1) - Third sentence 
deleted as it does not add anything

MIA (i) Believes advice and recommendations should be permitted provided do 
not result in assuming management responsibility;


(ii) §604.12 A2(b) - Guidance required on meaning of ‘long period’


(iii) §604.12 A2(c) - Guidance required on ‘basis in tax law that is likely to pre-
vail’

174


164

(i) Noted - No change


(ii) ‘long period’ deleted - not necessary 

(iii) Decision to be made on whether to retain “likely 
to prevail” or whether to change to “more likely 
than not to prevail“ 

MICPA (i) Believes advice and recommendations should be permitted provided do 
not result in assuming management responsibility.


(ii) Clarify that providing advice in course of audit is acceptable.

(i) Agreed


(ii) ISSUE E

NBA No comment -

NBAAT Support Noted

NYSSCPA §604.12 A2   -   ‘We believe tax advisory services are often more ambiguous than 
the proposal would suggest.  The phrase ‘based in law that is likely to prevail’ 
suggests a greater than 50% likelihood of success would be sufficient to negate 
a SRT to independence.  We do not believe that this is a convincing threshold for 
determination that the threat is at an acceptable level and ask IESBA to provide 
more specific guidance with respect to this point.’

164 Decision to be made on whether to retain “likely to 
prevail” or whether to change to “more likely than 
not to prevail“  

Respondent Comment/Issue Line 
No.

TF Approach
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SAICA §600.12 A1 states that providing advice and recommendation might create a self-
review threat depending on the application of paragraph 600.11 A2. We are not 
clear on what “providing advice and recommendations” would include e.g. would 
the fact that the client applies recommendations from the previous year’s audit 
create a SRT as it might be viewed as advice and recommendations in the cur-
rent year audit being provided.


§604.12 A2 - what is meant by ‘factual advice’ ?   Does §600.11 A2 relate to the 
provision of advice and recommendations outside the audit work ?  The reference 
in §604.12 A2(c) to “Have a basis in tax law that is likely to prevail” might not be 
helpful.

164


-

§600.12 A1 -  ISSUE E


§604.12 A2 - Decision to be made on whether to 
retain “likely to prevail” or whether to change to 
“more likely than not to prevail“ 

SAIPA Support Noted

WPK §600.12 A1 - Application material is confusing -  Treats the application material in 
relation to advice and recommendations as being in the context of assuming 
management responsibility;


§604.12 A2 - The reference to ‘have a basis in tax law that is likely to prevail’ as 
too subjective.  As a result, a PA’s responsibility is unclear.  The issue should be 
left to the new TF on tax

164


-

§600.12 A1 -  ISSUE E


§604.12 A2 - Decision to be made on whether to 
retain “likely to prevail” or whether to change to 
“more likely than not to prevail“ 

ZICA No comment -

Firms

BDO §600.12 A1 - Seek clarifying examples of what would and would not create a SRT 
and how it can be distinguished from other services.


§600.12 A2 - Replace ‘Have a basis in tax law that is likely to prevail’ with ‘’more 
likely than not’.

164


-

§600.12 A1 -  ISSUE E 

§604.12 A2 - Decision to be made on whether to 
retain “likely to prevail” or whether to change to 
“more likely than not to prevail“ 

Respondent Comment/Issue Line 
No.

TF Approach
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BKTI Re §600.12 A1. -  Concerned at interaction with ISA 260 and ISA 265.  Auditors 
required to report deficiencies to TCWG - not unreasonable for TCWG to seek 
recommendations to address deficiencies


Re §604.12 A2 -  Concerned that (c) is too subjective and open to interpretation - 
question value of including it without further AM


164


-

§600.12 A1 -  ISSUE E


§604.12 A2 - Decision to be made on whether to 
retain “likely to prevail” or whether to change to 
“more likely than not to prevail“ 

CROWE Support Noted

DTTL Support


(i) §600.12 A1 - Suggest deleting the third and fourth sentences as they are 
duplicative. If the Board wishes to state that advice and recommendations 
should not be provided if the results of the services will create a SRT, it 
should be sufficient to refer to §600.11 A2. 


(ii) §600.7 A1 - Suggest deleting the phrase “including providing advice and 
recommendations as part of such a service”. The phrase is duplicative 
with §600.12 A2. Furthermore, it could suggest something contradictory to 
the statement in §400.13 A4 that states that providing advice and recom-
mendations to assist the management of an audit client in discharging its 
responsibilities is not assuming a management responsibility. 


69


28

(i) §600.10 A1 (formerly §600.12 A1) - Third sen-
tence deleted as it does not add anything 

(ii) Phrase deleted from §600.7 A1 as the operat-
ive provision is §600.12 A2 (formerly §600.12 
A1). 

§400.13 A4 begins by making it clear that that is 
on condition that the audit firm complies with 
§R400.14 

Respondent Comment/Issue Line 
No.

TF Approach
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EY §600.12 A1 


(i) §400.13 A3 and A4, along with §R400 .14 , sufficiently address the 
SRT associated with providing advice and recommendations to 
PIEs. The proposed approach for addressing SRT arising from the 
provision of advice and recommendations is inconsistent with our 
understanding that the IESBA’s intent was not to change the sub-
stance of this evaluation by moving the requirement relating to 
management responsibility to Section 400 .

(ii) The role of management in making judgments and decisions is im-
portant when assessing whether a SRT is created, and that the pro-
vision of options that require management consideration and decision 
(and so detailed to constitute design) does not create a SRT.

71 §600.12 A1 


(i) No change  -  The fact that management decide 
whether the output of a service should be im-
plemented and, if so, how does not remove the 
risk that the audit team might, in the course of 
the audit, review the advice given in the course 
of the performance of the NAS.

Respondent Comment/Issue Line 
No.

TF Approach
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EY (cont) (iii) When performing an assessment service an auditor provides observa-
tions and advice related to the subject matt er, including possible altern-
atives 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 
it s 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 controlsGiven 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.

(iv) Since the SRT associated with providing advice and recommendations 
arises from the firm taking a management responsibility, the AM 
provided in proposed §400.13 A3 and A4, along with §R400 .14 , is suffi-
cient for addressing this self-review threat within the Code. We re-
commend the following edit to proposed §400.13 A4 to more clearly 
make this point:

Subject to compliance with paragraph R400 .14 , providing advice 
and
recommendat ions to assist management of an audit client in dis-
char ging it s
r esponsibilit ies is not assuming a management re-
sponsibility, and gener ally does not cr eat e a self -r ev iew 
t hr eat .

Support §600.12 A2

72

(ii) to (iv) -  The role/involvement of management 
does not remove the threat arising from self-review 
(which relates to the firm’s review of its own work).


§604.12 A2 -  Note

GTI Support Noted

Respondent Comment/Issue Line 
No.
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KMPG §600.12 A1 - Suggest moving §601.2 A2 to follow §600.12 A2.  Also suggests 
following edit:


‘As noted at 600.3, specific guidance on non-assurance services is 
provided in sub-sections 601-610.  When relevant application material is 
not specifically detailed in these sub-sections, determining whether 
providing advice and recommendations creates a SRT would involve mak-
ing the determination set out in 600.11 A2.  This includes considering…’ 

§604.12 A2 - suggest replacing ‘likely to prevail’ with ‘more likely than not’ 

76


164

§600.12 A1 - No change. This guidance can be 
provided through the facilities available in the E-
Code.  if the reference to sub-sections 601-610 is 
required here, it should apply in numerous other 
paragraphs


§604.12 A2 - Decision to be made on whether to 
retain “likely to prevail” or whether to change to 
“more likely than not to prevail“  

Respondent Comment/Issue Line 
No.

TF Approach
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MAZARS Re §600.12 A1


(i) Identifying weaknesses in a client’s financial and accounting systems and 
making recommendations to eliminate or mitigate these weaknesses is a 
normal output of an audit. 


(ii) Where an auditor provides an objective and factual recommendation to an 
audit client which has the necessary resources to review and challenge the 
recommendation and take the final decision whether or not to implement 
it, should not create a self- review threat.


(iii) This should be reflected in §600.12 A1 to distinguish it from advice and 
recommendations provided from a non-assurance service. 


Re §604 12 A2


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


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


(iii) The reference in sub-par (c) to ‘have a basis in law which is likely to prevail’ 
is subjective and it is not clear who will make the determination. 

72


173


164

§600.12 A1 


(i) ISSUE E 

(ii) The role/involvement of management does not 
remove the threat arising from self-review (which 
relates to the firm’s review of its own work).


(iii) No change


§604.12 A2


(i) and (ii)   No change.  Paragraph complies with 
drafting conventions


(iii) Decision to be made on whether to retain “likely 
to prevail” or whether to change to “more likely than 
not to prevail“ 

MOORE Support

Respondent Comment/Issue Line 
No.

TF Approach
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NEXIA (i) South Africa 

• §600.12 A1 — Support because advice and recommendations should 

be regarded as an assumption of management responsibility

•  §600.12 A2. Support


(ii) UK   —  §600.12 A2 (c) - concerned at ‘likely to prevail’


(iii) Japan — examples requested


(iv) Argentina — because of absence of safeguards

Noted

Respondent Comment/Issue Line 
No.

TF Approach
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PwC (i) The extant Code provides that “Providing advice and recommendations to 
assist the management of an audit client in discharging its responsibilities 
is not assuming a management responsibility” and limited the IIS provi-
sions to that principle, meaning that provided the firm complies with the 
conditions set out in extant §R600.8 that there are no further restrictions 
on advice and recommendations. 


(ii) It is not clear why the Board has changed its view, and we think the pro-
posed language lacks clarity and will create uncertainty and inconsistent 
application. This position is not consistent with the approach adopted 
when applying the US SEC independence rules and is an example of 
where friction will be created with other independence standards. 


(iii) We recommend that advice and recommendations provided as part of the 
audit engagement, such as those services currently permitted in relation to 
internal controls, be regarded as a normal part of the audit process and do 
not create threats to independence. 


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


“Subject to compliance with paragraph R400.14, providing advice and re-
commendations, does not generally result in a risk of self-review. 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 recom-
mendations 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 en-
tity. If the audit client is a public interest entity, paragraph R600.14 applies”.

78


-

(i) Noted


(ii) Noted


(iii) ISSUE E 

(iv) and (v) - No change as the issue is that the firm 
might not  challenge its own thinking 

Respondent Comment/Issue Line 
No.

TF Approach
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PwC (cont)
(v) 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 de-
cisions 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.

RSM §600.12 A1 - important to clarify that advice and recommendations such as those 
described in §601.2 A2 would not create a SRT. It would not be logical if such 
services provided as part of a non-assurance service created a self-review threat 
but did not when provided as part of the audit. 

§600.12 A1 - ISSUE E

SRA No comment -

Others

CAQ Re §600.12 A1. -  There is potential for the proposed revision to be broadly inter-
preted as prohibiting advice and recommendations. It would therefore be helpful 
for the Board to provide examples of situations where a SRT may exist and where 
a SRT is unlikely to exist. 


Re §604.12 A2(c)   -  Support ‘have a basis in tax law that is likely to prevail’

164


-

§600.12 A1 -  ISSUE E


§604.12 A2 - Decision to be made on whether to 
retain “likely to prevail” or whether to change to 
“more likely than not to prevail“ 

IIA No comment
 -

Respondent Comment/Issue Line 
No.

TF Approach
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SMPC §600.12 A1 - question if it is practicable to foresee the choice a client will make 
before agreeing to perform the service. 


§604.12 A2 - the suggested threshold - ‘likely to prevail’ - may not work in some 
jurisdictions (e.g., Germany) due to (national) legal provisions. Further such a 
threshold may drive overly conservative tax services by practitioners. It also may 
set a precedent for the ongoing project on tax services (still in its fact-finding 
stage), and so should be deferred until that has been subjected to a fuller discus-
sion. 

164


-

§600.12 A1 - Not sure relevant


§604.12 A2 - Decision to be made on whether to 
retain “likely to prevail” or whether to change to 
“more likely than not to prevail“ 

Respondent Comment/Issue Line 
No.

TF Approach
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4. Having regard to the material in Section I, D, “Project on Definitions of Listed Entity and PIE”, and the planned scope and 
approach of the approved project proposal, please share your views about what you believe the IESBA should consider in un-
dertaking its project to review the definition of PIE 

Respondent Comment/Issue

Regulators and Oversight Authorities (including MG members)

CEAOB No comment

CMASA No comment

IAASA No comment

IFIAR No comment

IOSCO No comment
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IRBA Support


(i) South Africa has national provisions relating to the definition of PIEs (paragraphs R400.8a SA,  R400.8b SA and R400.8c SA).


(ii) Recognise that the Code will need to consider this issue at a global level; however, local clarification may be needed for each juris-
diction.


(iii) A principled approach and the necessary guidance would be appreciated at a jurisdictional level.


(iv) This project should include the way related entities are considered in the Code and take into account whether parent entities in a 
group situation should be considered in this definition. This has ramifications on the provision of NAS. For example, if the audit firm 
has provided NAS to the parent entity, this provision should be considered at  the audit client level, irrespective of whether the audit 
client is significant or material to the parent entity.


(v) ED §70 suggests that there may be a “need to consider a less stringent approach for small PIEs”. We would not support this con-
sideration. The concept of PIE vs non-PIE is a distinguishing and well understood concept in the Code. The additional distinction 
between large PIEs and small PIEs is strongly discouraged.


MAOB Considers the current definition of a PIE to be adequate


NASBA “Of specific concern is the potential severe consequences of a PIE definition that includes smaller government units, not-for-profit entities 
such as hospitals, privately owned utilities, and other authorities that issue marketable bonds.”


UKFRC Support distinction between PIEs and non-PIEs


(i) IESBA should broaden the definition of a PIE to include more entities where there is a clear public interest and improve consistency 
across jurisdictions - e.g. entities holding assets in a fiduciary capacity for a large number of stakeholders.


(ii) The EU Regulation may be an appropriate starting point


Respondent Comment/Issue
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Public Sector Organisations

AGNZ We have a philosophical issue about the application of different independent requirements for PIEs  and non-PIEs.  


AGSA IESBA should consider

 


(i) how the revised definition could accommodate the various jurisdictions’ approaches to the concept of a PIE. 


(ii) the public sector environment and what would lead to a public sector entity being identified as a PIE. There are heightened expecta-
tions regarding the firm’s independence in the public sector for all audit firms that provide both NAS and audit service to a public 
sector entity that is owned by the government. 


GAO Encourage convergence between the IESBA and IAASB definitions of PIE and Listed Entity


Preparers and TCWG

JASBMA No comment


National Standard Setters

Respondent Comment/Issue
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APESB Support - Australian stakeholders strongly support the use of the PIE definition as well as the use of a consistent term across all relevant 
standards, including financial reporting, auditing and assurance, and professional and ethical standards during the recent outreach activit-
ies.


(i) IESBA and the IAASB should use the same terminology.


(ii) Prefer PIE as it has gained significant market recognition in Australia. 


(iii) IESBA/IAASB should reach out to the International Accounting Standards Board (IASB) to ensure that there is consistency with 
IASB’s term ‘Publicly Accountable Entity.’ This approach will facilitate all parties in the financial reporting supply chain, treating entit-
ies that have a public interest in a consistent manner.


(iv) Entities that require Engagement Quality Reviews are likely to be the same entities that need to comply with the stricter auditor in-
dependence requirements of the IESBA Code, such as audit partner rotation requirements.


(v) In some jurisdictions, the relevant NSS have issued additional guidelines on the IESBA Code’s definition of a PIE.  For example, in 
Australia, APES 110 includes the same definition of Public Interest Entity as per the IESBA Code. In addition, APES 110 


• elevates the application material in paragraph 400.8 to a requirement. 


• includes a list of specific entities in Australia that would generally be PIEs in paragraph AUST 400.8.1 A1, which includes banks, 
insurance companies, disclosing entities, registrable superannuation entities and other entities that raise equity or debt from the 
public.


XRB (i) We support Approach 2 as presented at the May 2020 NSS meeting, i.e., a longer more broadly defined list which local regulators 
may refine by tightening definitions, setting size criteria and adding or exempting certain types of entities. 


(ii) We believe it is in the public interest to have a wider range of entities identified as PIE in the global standard. 


(iii) The source of funding is a key factor to be considered in determining the types of entities to be included as PIEs. 
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IFAC Member Bodies

ACCA & CAANZ (i) Support the review of the definition of a PIE and the objective of harmonising the concept of a PIE contained in IESBA’s standards


(ii) Recognise that the definition of a PIE is complicated and believe that the final definition still needs to allow room for local jurisdic-
tions to include additional entities in the definition. 


(iii) Because the requirements of the Code are stricter for entities who are captured by the PIE definition it is important to get this defini-
tion right to ensure only auditors of entities that truly are of public interest have to comply with the PIE requirements. 


(iv) Encourage the Board to complete the revision of the PIE definition before finalising the NAS and Fees amendments so that stake-
holders can reconsider the proposed revisions for NAS and Fees in light of any consequences for entities who may be newly cap-
tured by a revised PIE definition. 

AE (i) Support distinction between PIEs and non-PIEs;


(ii) Encourage simple, principles-based, globally applicable definition

AICPA No comment

ASSIREVI (i) IESBA should recognise that many jurisdictions have defined PIEs and only intervene where such provisions have not been estab-
lished by legislators/regulators;


(ii) Refer to ‘regulated markets’ as opposed to extant language - recognised stock exchanges have less stringent requirements to en-
courage/facilitate listings

BICA (i) Botswana has defined PIE in legislation


(ii) Important to have consistent definitions in ISAs and the Code


(iii) Does not support different provisions for PIEs and non-PIEs

CAI (i) Definition should not have effect of exceeding national legislative requirements.


(ii) Current requirements already impose disproportionate burden on small PIEs

Respondent Comment/Issue
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CNCC Do not believe the definition needs to be reviewed.  Governments and regulators set local/national requirements.  

CPAA (i) Support development of specific criteria and application material to support the determination of whether an entity is a PIE. 


(ii) Support consistent terminology across accounting, auditing and ethical standards.


(iii) Recommend delay of implementation to coincide with NAS/Fees

CPAC (i) Support project and agree that a clearer definition of PIE is needed to achieve consistency of application. 


(ii) Agree that following matters need to be addressed: 


• Developments in capital markets and new ways of capital raising, 

• Clarification of the meaning of “recognized stock exchange”, 

• Financial institutions not explicitly scoped into the definition of PIE, 

• Limitation of many jurisdictions in setting their own PIE definitions, and 

• SMP concerns related to any PIE requirements in the Code to be proportionate to the  

size of the client (i.e. small entities that fall within the definition of PIE).  

(iii) Appreciate the difficulty of defining terms for international use. Canada’s harmonized independence Rule 204 includes an exception, 
in the public interest, for “reporting issuers” or “listed entities” that have, in a particular fiscal year, market capitalization and total 
assets that are each less than $10m. 

EFAA (i) Urge IESBA and IAASB to arrive at a definition that is compatible with the EU definition.


(ii) Recommend retain PIE as terminology to be used as well-known.

FAR No comment

HKICPA Support objective - but recognise that it will not be easy to achieve a single global definition

ICAB Support project

Respondent Comment/Issue
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ICAEW (i) A PIE should be an entity where there is a legitimate interest in the subject matter of the activity.  Factors leading to an entity being 
determined to be a PIE might include, for example, the existence of a wide range of legitimate stakeholders who would not be able  
to discuss potential threats and safeguards with the professional accountant.


(ii) Given the difficulties in developing a precise definition that would be operable globally, it would be better for the Board to set out 
criteria, leading to a rebuttable presumption of the types of entity to be a PIE, but allowing local variations to add or remove types of 
entity  

ICAG No change is required.   A PIE should be defined based on the relative size of the entity as well as its prominence in the society in which it 
operates.  We especially like the approach of letting the regulatory oversight agency determine the designation.  

ICAI Providing comments separately

ICAS Support.

(i) Alignment of the definitions in the Code and in the ISAs will be beneficial. 


(ii) Suggest IESBA try to keep the definitions as simple as possible to try to assist with implementation. 


(iii) Acknowledge that ultimately it will be for each jurisdiction to determine what is to be categorised as a PIE. IESBA can only establish 
high-level principles setting out the key criteria against which each jurisdiction should benchmark 

ICPAR (i) IESBA should facilitate harmonisation of PIE definition to include entities that might generally be viewed as public interest entities 
such as utilities companies.


(ii) ICPAR has defined PIEs to include listed entities, regulated financial institutions, investment banks, and regulated fund management 
companies.


(iii) ICPAR expect to include government business entities in future.

ICPAU Approach should recognise that relevant factors vary from jurisdiction to jurisdiction - so a principles-based approach is required.

IDW Will comment in due course

IMCP Support project

Respondent Comment/Issue
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IPA Definition of PIE should be aligned with definition of public accountability applied by IASB and supported by AM that recognises the types 
of entities that would commonly meet the definition of a PIE - see EU Directive and AUST R400.8


As a general proposition, financial statements lodged with a regulator and on the public record would be a criterion

ISCA Support.  The definition in the Code should be a baseline, principles-based definition, to which local jurisdictions can supplement if and as 
required 


JICPA (i) It is necessary to consider the attributes of those who use the financial statements.


(ii) As situations differ from jurisdiction to jurisdiction, scalability should be allowed

KICPA Support project

MIA Support objective.


(i) Sets out current entities regarded as PIEs under Malaysian law


(ii) Coordinate with IAASB project re Audits of Less Complex Entities

MICPA IESBA should seek universal definition that eliminates need for national definitions

NBA No comment

NBAAT IESBA should consider attributes related to the public sector and allow each jurisdiction to add other criteria when defining PIEs

NYSSCPA No comment

SAICA (i) That the definitions of “Listed Entity” and “PIE” vary within each country should be taken into account when making the changes to 
the Code. 


(ii) IESBA should consider the various definitions of public interest and take into account the general concept of public interest, but al-
low various countries to include or add their own country-specific requirements.

SAIPA Supportive of approach set out in the project plan.  Emphasises the need to consider positions in individual jurisdictions.

Respondent Comment/Issue
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WPK (i) National definitions must take precedence;


(ii) Public accountability is a key consideration;


(iii) Refer to complexities in EU definitions;


(iv) IESBA should carefully consider effect of its proposals on SMPs;


(v) New proposals should be principles-based and simpler.

ZICA

Firms

BDO Support project - recommend finalisation of NAS and Fees projects at the same time as PIE project (as it would allow opportunity for re-
exposure to allow for re-consideration of NAS and Fees in light of outcome of PIE definition).

BKTI (i) Concerned at difficulty of achieving a global definition;


(ii) All PIEs should be treated the same (no distinction between large and small PIEs)


(iii) Believe complexity is a more important consideration than size.

CROWE IESBA should consider characteristics of PIE including whether issued securities are widely traded.

Respondent Comment/Issue
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DTTL (i) Support approach in the extant Code to include listed entities as PIEs and defer to legislation or regulation where the jurisdiction 
decides an entity should be treated as a PIE. 


(ii) Urge the Board to proceed with caution in trying to develop one definition that would be applicable or appropriate in every jurisdic-
tion in the world, which risks undermining global adoption efforts. 


(iii) Support the current definition of a listed entity, which is broader than the definition in the European Union (which does not encom-
pass secondary exchanges such as the AIM). We consider it is in the public interest for any entities whose shares, stock or debt are 
quoted or listed on any exchange to be considered a listed entity under the Code. 


(iv) The Board should make this clear in the Code to ensure consistent application globally. 

EY (i) Supportive of

• The distinct ion between the requirements for PIEs and non-PIEs.

• IESBA’s decision to accelerate its review of the PIE definition in coordination with the IAASB. 

(ii) IESBA should defer any finalisation of the NAS project until the PIE Project has been completed. 

(iii) IESBA should exercise caution as this is an area that is often within the realms of the local regulators. 

(iv) The definition    should be a baseline, principles-based definition which can be supplemented. The definition should not be so 
broad as to capture a wide range of entities, as that would diminish the effectiveness of designating certain types of entities as 
having a heightened degree of stakeholder concern and reduced or inconsistent implementation of the Code globally.
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GTI IESBA should consider the following:


(i) The term “recognized stock exchange” in the current definition, and whether this term is intended to be the same as, or broader 
than, the concept of a “regulated market” in the definition of a PIE in the EU Audit Legislation and in other jurisdictions


(ii) Various jurisdictions have taken different or specific approaches to defining a PIE. The definition should consider the jurisdictional 
approaches and create a definition that balances the differences and commonalities so that the PIE definition in the Code is fit for 
purpose at a global level 


(iii) Alignment of IAASB’s definition of “entities of significant public interest” and the Code’s definition of PIE to minimize differences and 
promote consistent application of the standards, 


(iv) The current related entity definition for PIEs and its appropriateness under the new definition, 


(v) Consideration as to which related entities of the PIE will provisions of the Code apply, and 


(vi) The impact the NAS and Fees provisions will have on entities impacted by the new PIE definition, and the potential consideration/
need of the Board to re-expose the NAS and Fees exposure drafts so that stakeholders can consider any implications the exposure 
drafts could have.

KPMG (i) Public interest may arise from the services provided and financial statements (not-for-profit/government entities) may not be a 
source of information for decision-making by stakeholders and so should be excluded.


(ii) Definition should be clear and limited opportunity for judgment.  
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MAZARS (i) The definition should take into account the size and significance of the entity. 


(ii) Consider 

• size thresholds, 

• whether smaller companies which are listed on secondary markets are PIEs, 

• whether small unlisted domestic bank or insurance entity are PIEs,

• position of SPV’s with thinly traded debt listed on recognized stock exchanges.


(iii) Large private companies, due to their size and significance, are of more interest to the public but currently excluded from the defini-
tion of a PIE. 


(iv) Maintain distinction between the requirements for PIEs and non PIEs


(v) The Code should remain principles based because Governments and Regulators have often set the definition of PIEs at national 
level.

MOORE PIE project should be deferred to allow opportunity to take account of post-pandemic situation.

NEXIA South Africa - impact on stakeholders should be considered; size is not a good measure

Argentina - IESBA should take into account how funds are now raised

Respondent Comment/Issue
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PwC (i) We acknowledge that stakeholders have identified difficulties in applying the definition of listed entity given that the term used in the 
Code differs from that used in jurisdictional legislation (notably “regulated” versus “recognised” exchanges) and agree that further 
clarity should be provided. 


(ii) It is important to retain the concept of listed entities as a subset of PIEs. 


(iii) Consider is whether, in the absence of specific local regulation, all quoted/listed entities should be deemed to be ‘Listed. Can an 
exception be applied, for the entities whose quoted or listed shares, stock or debt are not freely transferable or cannot be traded 
freely by the public or the entity - e.g. where an entity (fund) might be listed on an exchange at the request of a pension fund in-
vestor in order to comply with pension rules. There is no trading of the entity’s shares through this exchange. The listing on the ex-
change is for “informational purposes” and is only listed at the request of one investor in order to comply with tax and pension re-
quirements. As a privately held alternative fund, all capital transactions occur as part of private offerings through the investor rela-
tions group. 


(iv) Desirable to avoid a patchwork of differing definitions across the world, although we recognise that size of an entity can be a factor 
to take into account in applying a jurisdictional definition. 


(v) Recognise that not all regulators have the capability or desire to make local determinations on what is or what is not a PIE in their 
jurisdiction and so directionally we believe that the IESBA should seek to define a baseline definition, to which regulators could add 
to or perhaps detract from (by reference to size of the entity) if they want. This would at least provide a common and minimum 
benchmark. 


(vi) Critical that the Board continues to liaise with the IAASB on this, given the overlap with the ISAs. 

RSM (i) Governments and regulators have set the definition of PIEs at national level to include the entities which they consider to be of Pub-
lic Interest in their local economy and society. 


(ii) IESBA code should recognise that the local law prevails and so the PIE definition in the code should remain principles based. 


(iii) One potential risk with the IESBA code having a global definition of PIE is that it could cause inadvertent restriction in services and 
other relationships at certain entities that are subject to a local territory regulation that has its own rules for PIE audit clients with its 
own definition of PIE audit clients. 
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SRA No comment


Others

CAQ No comment

IIA No comment


SMPC (i) Not easy to develop a single definition of PIE that can be consistently applied by all jurisdictions without modification and further 
refinement at the local level because there are different national definitions of PIEs at present. 


(ii) The term “significant public interest entities” may be seen as “layering”, ending up with diluting the importance of “only” PIEs and 
potentially opening up a new expectation gap as the term PIE is already well-known. 


(iii) Important for IESBA to clearly articulate the entities to which the specific provisions of the Code shall apply; otherwise some juris-
dictions may include entities in their PIE definitions for which the IESBA provisions would be inappropriate/ impractical or just an 
overkill. 


(iv) The approach to include several new categories in a broad manner, while at the same time allow national restrictions may be neces-
sary but can also be confusing in practice and might lead to some unintended consequences and inconsistent application. 


(v) Perhaps, the degree of public accountability can be a way forward. 


(vi) The bigger issue is the fact that the NAS and fees-related projects have not been able to take into consideration the outcomes of 
the PIE Project. This has led to IESBA making proposals affecting all auditors who service PIE audit clients without knowing the full 
consequences. The uncertainty of the outcome of the PIE project is also likely to impact the ability of stakeholders to be able to 
provide complete input in response to this ED. 
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5. Do you support the IESBA’s proposals relating to materiality, including the proposal to withdraw the materiality qualifier 
in relation to NAS prohibitions for audit clients that are PIEs (see Section III, B “Materiality”) ? 

Respondent Comment/Issue Line 
No.

TF Approach

Regulators and Oversight Authorities (including MG members)

CEAOB No comment -

CMASA No comment -

IAASA No comment -

IFIAR No comment -

IOSCO No comment -

IRBA Support


(i) The Code contains other terminology that is subject to interpretation, such 
as “long period” (§604.12 A2), “significant degree” (§ R603.4) and “not sig-
nificant” (§603.3 A1) which may impact the consistent application of the 
Code.


(ii) Consideration should be given to aligning the terminology to enhance the 
usability of the Code, consistent with the philosophy of the restructure 
project. Alternatively, if such wording was intentional, then the necessary 
clarification should be given

174


147


205

(i) and (ii) 


’long period’ deleted - not necessary 

‘significant degree’ - the circumstances in which 
subjectivity may not be significant are set out in 
§603.4 A1


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 and detailed custom-
ization.
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MAOB Support Noted

NASBA Support Noted

UKFRC Support Noted

Public Sector Organisations

AGNZ Support - but should apply to all NAS and all entities Noted - No change

AGSA Support Noted

GAO Support Noted

Preparers and TCWG

JASBMA No comment -

National Standard Setters

APESB Support Noted

XRB Support Noted

IFAC Member Bodies

Respondent Comment/Issue Line 
No.

TF Approach
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ACCA & 
CAANZ

Support Noted

AE (i) Not clear how it would work in combination with ISAs where materiality is 
considered in determining audit procedures and what they should be ap-
plied to


(ii) Removing materiality qualifier will lead to prohibition of NAS even though 
their results will not be audited. 

ISSUE E

AICPA No comment -

ASSIREVI (i) Inconsistent with principles-based approach;


(ii) Based on perceived concerns - rather than reality;


(iii) Likely to lead to increase in immaterial violations 

110


.

(i) and (ii) - ISSUE B


(iii) No change - §R400.80 to §R400.89 provide ef-
fective regime to address breaches whether minor or 
not

BICA Support


Recommend removal of materiality qualifier from §600.9 A2 (7th bullet), §603.3 
A2 (6th bullet), §R603.4 (b), §604.9 A1 and §R604.25 (b).

Noted - No change

CAI Concerned at adverse effects on PIEs that have limited public interest signific-
ance but which are, nevertheless, caught by applicable definition.

Noted - No change

CNCC The Code is principles-based and not a set of rules ISSUE B

CPAA Removal of the materiality qualifier effectively results in prohibiting all NAS for PIE 
audit clients. 

ISSUE B

CPAC Support Noted

EFAA Support Noted

FAR No comment -

Respondent Comment/Issue Line 
No.

TF Approach
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HKICPA SMPs consider that they should be able to provide NAS that are immaterial or 
which can be addressed by safeguards to small PIEs.

ISSUE B

IAA Support Noted

ICAB Support Noted

ICAEW (i) An immaterial item cannot pose a threat to actual independence


(ii) Inconsistent compliance with the Code is a matter of process and en-
forcement - not an issue with the underlying ethical approach

ISSUE B

ICAG Support Noted

ICAI (i) Statutory provisions already address provision of NAS.


(ii) In all other circumstances, a materiality qualifier would be appropriate 

ISSUE B

ICAS (i) Support IESBA’s proposal to withdraw the materiality qualifier in relation to 
certain NAS prohibitions for audit clients that are PIEs - subject to com-
ments re Q2


(ii) The UK FRC’s Revised Ethical Standard 2019, only permits an auditor of a 
PIE to provide certain non-audit services which are closely linked to the 
audit itself or required by law or regulation. 

Noted

ICPAR Support Noted

ICPAU Support Noted

IDW (i) German audit firms subject to a ban on certain on-audit services for audit 
clients that are PIEs as defined in EU legislation.  


(ii) The Code’s third-party test would take magnitude into account. 

(i) Noted


(ii) ISSUE B

IMCP Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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IPA Support withdrawal of materiality qualifier from all prohibitions relating to the pro-
vision of NAS to PIEs

Noted

ISCA Support - but concerned at implications for small and medium listed entities if 
NAS will not have material effect.  If definition of PIE is expanded, a materiality 
qualifier may become appropriate in more situations.

Noted

JICPA Support Noted

KICPA Removal of materiality is not consistent with principles-based approach and con-
ceptual framework

ISSUE B

MIA No 

(i) Due to absence of materiality qualifier.  


(ii) Shortage of PAs and so it is cost effective to be able to use auditors


(iii) Have no experience of immaterial NAS impacting auditor independence.


IESBA should provide guidance on application of professional judgement when 
determining materiality and strengthen use of RITP test.

ISSUE B

MICPA Removal of materiality is not consistent with principles-based approach and con-
ceptual framework

ISSUE B

NBA Assume that following the withdrawal of the materiality qualifier, it will remain 
possible to conclude that safeguards can reduce any SRT to an acceptable level 
(e.g. where a network firm performs NAS of an insignificant nature for an imma-
terial component).

No


ISSUE B

NBAAT Support - but then say


• ‘We recommend that materiality should be applied across all NAS and 
across PIE and non-PIE entities.”

ISSUE B

NYSSCPA No comment -

Respondent Comment/Issue Line 
No.

TF Approach

	 Agenda Item 3-D

	  of 113 233



	 NAS - Compilation of NAS ED Comments with Task Force Responses

	  IESBA Meeting (September 2020)

SAICA Support Noted

SAIPA Support Noted

WPK (i) The materiality qualifier meets the principle of proportionality and should 
be retained.


(ii) Facts and evidence to support proposals requested

ISSUE B

ZICA No comment -

Firms

BDO Support Noted

BKTI Generally support withdrawal of materiality qualifier - but


(i) Note comment regarding effect of reference to audit procedures in 
§600.11 A2 (b) (see Q2 above)


(ii) Concerned at withdrawal of permission to provide accounting and book-
keeping services to related entities. Suggest that if conditions in extant 
§R601.7 can be met, service should not be prohibited 

Noted - No change

CROWE Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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DTTL Support


(i) Recognize the increased public interest in the perception of independence 
and therefore do not object to the proposal that NAS should not be 
provided to PIEs if they create a SRT, regardless of the materiality. 


(ii) Board should consider the impact of the potential increase in breaches 
that may be reported with respect to immaterial impermissible services, for 
example, where an immaterial service was provided because it was con-
sidered unlikely to create a SRT is subsequently reevaluated or an imma-
terial prohibited service is performed at a related entity which was not 
identified at the time as a related entity of the audit client. The potentially 
higher amount of breaches, even for clearly insignificant matters, might 
distract TCWG from matters that truly impact the independence of the 
audit. As discussed in Question 7 below, this is not in the public interest 
and we suggest for an auditor to be able to use professional judgment 
when determining the matters that should be discussed with TCWG. 

110


.

(i) Noted 


(ii) No change - §R400.80 to §R400.89 provide ef-
fective regime to address breaches whether 
minor or not

EY Support Noted

GTI Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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KPMG Support


(i) 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” 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 identi-
fied for a PIE audit client. When a self-review threat for a PIE audit client 
has been identified, the service cannot be provided.”  

(ii) §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. 

118


35


.

(i) The general point is accepted.  Additional 
sentence added to each paragraph identified 
emphasising that if a SRT is identified, the 
relevant paragraph prohibiting the provision 
of such service applies. 

(ii) No change.  Not necessary as prohibition ap-
plies irrespective of evaluation of threat.  See 
also addition of  §600.16 A2

MAZARS (i) Code is principles based and not a set of rules. 


(ii) Will not result in any practical benefit as, if the services are immaterial or 
not significant to the financial statements, by definition they will not be 
addressed as part of the audit. 


(iii) If proposal retained, further consideration should be given to the impact on 
smaller PIEs. 


(iv) It is important to keep materiality qualifier as it applies in ISAs. 

(i) - (iv) - ISSUE B

MOORE Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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NEXIA (i) Singapore — because of absence of materiality qualifier.


(ii) South Africa — because of absence of materiality qualifier


(iii) UK - —because of absence of materiality qualifier


(iv) Argentina — because of absence of safeguards

ISSUE B

PwC See comments re Q2 above ISSUE B

RSM Support (subject to comments re Q2).


(i) If the definition of a SRT includes considering whether “when making an 
audit judgment, the audit team will evaluate or rely on any judgments made 
or activities performed by the firm or network firm in the course of perform-
ing the service’ they would support removing the materiality qualifier.


(ii) A service should not be prohibited if the results of the service would not be 
subject to the audit of the PIE. 

(i) Noted - No change


(ii) Noted - No change

SRA No comment -

Others

CAQ No comment -

IIA No comment -

Respondent Comment/Issue Line 
No.

TF Approach
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SMPC (i) IESBA has not sufficiently evidenced its justification for making the signi-
ficant change from the extant Code as proposed. 


(ii) Existing safeguards, such as the reasonable and informed third-party test 
and prior concurrence of TCWG would be adequate. Both of which would 
logically include due consideration of the magnitude (whether measured in 
terms of financial statement materiality or by other means) of the impact 
on independence of providing the particular NAS. 


(iii) IESBA should consider further whether deleting materiality to deal with 
independence in appearance is appropriate for PIEs worldwide once it has 
clarification on the definition of PIEs within the Code. 

(i) - (iii) - ISSUE B

Respondent Comment/Issue Line 
No.

TF Approach
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6. Do you support the proposal to prohibit the following NAS for all audit clients, irrespective of materiality: 

• Tax planning and tax advisory services provided to an audit client when the effectiveness of the tax advice is depend-
ent on a particular accounting treatment or presentation and the audit team has doubt about the appropriateness of 
that treatment or presentation (see proposed §R604.13) ? 

• Corporate finance services provided to an audit client when the effectiveness of such advice depends on a particular 
accounting treatment or presentation and the audit team has doubt about the appropriateness of that treatment or 
presentation (see proposed §R610.6) ? 

Respondent Comment/Issue Line  
No.

TF Approach

Regulators and Oversight Authorities (including MG members)

CEAOB No comment -

CMASA No comment -

IAASA No comment -

IFIAR No comment -

IOSCO No comment -
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IRBA Support


(i) There may be additional amendments to these paragraphs due to the pro-
ject on tax and related services, and the future project to consider the use 
of materiality in the Code.


(ii) §R604.13 (b) -  Does this condition indicates a modification to the audit 
report, or merely a doubt without effecting the fair presentation of the fin-
ancial statements ?

176


.

(i) Noted


(ii) No change


Test taken from the extant Code which has ap-
plied without difficulties being encountered

MAOB Support Noted

NASBA Support - Suggest adding guidance as to the meaning of the phrase ‘has doubt’ 176 No change - test taken from the extant Code which 
has applied without difficulties being encountered

UKFRC Support
 Noted

Public Sector Organisations

AGNZ Support - but should apply to all NAS and all entities Noted - No change

AGSA Support Noted

GAO Support
 Noted

Preparers and TCWG

JASBMA No comment
 -

Respondent Comment/Issue Line  
No.

TF Approach
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National Standard Setters

APESB §604.13 - Support


§R610.6 - Support

Noted

XRB Support Noted

IFAC member bodies

ACCA & 
CAANZ

Support


(i) Members concerned at increasing number of rules (i.e. prohibitions/black-
listed services) within the Code that has a principles-based approach to 
independence.


(ii) If the principles of the Code are sufficiently robust and explained with clear 
statement requirements and application material, increasingly detailed 
prohibitions should not be needed. 

Noted 


ISSUE B

AE Support - but concerned at whether it will be known that advice depends on ac-
counting treatment or presentation at the time NAS is undertaken 

177 No change - 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.

AICPA The materiality qualifier for non-PIEs should not be deleted ISSUE B

ASSIREVI No comment -

Respondent Comment/Issue Line  
No.

TF Approach
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BICA Support Noted

CAI Concerned that ‘has doubt’ in §R610.6 will prove too subjective 176 No change - test taken from the extant Code which 
has applied without difficulties being encountered

CNCC Support - but the test should be that ‘the audit team disagrees with the treatment 
and presentation’.

176 Noted - No change

CPAA (i) It is likely that the NAS engagement has already been accepted by the 
firm, and the accounting treatment or presentation executed, before the 
auditor makes an assessment about its appropriateness. 


(ii) It is impractical to identify/address differences in view between those un-
dertaking the NAS engagement and the audit before accepting the en-
gagement.  

177 No change - 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.

CPAC Consultation received mixed views Noted

EFAA Support these proposals - but wonder whether it would be more appropriate to 
distinguish between PIEs and non-PIEs

ISSUE B

FAR No comment -

HKICPA Support


(i) Local stakeholders consider materiality should be taken into account


(ii) Consideration should be given to whether NAS and audit teams work con-
temporaneously or whether the audit issue only arises later, in which case 
it would be too late to address the independence implications.

177


.

Noted


(ii) No change - The provisions are in the extant 
Code and this concern has not been en-
countered.


If the effectiveness of the advice depends on the 
accounting treatment, it is likely that the propos-
al will in fact have been considered by the audit 
team.

IAA Support Noted

ICAB Support Noted

Respondent Comment/Issue Line  
No.

TF Approach
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ICAEW We do not agree with extending these prohibitions to immaterial items. ISSUE B

ICAG The response is not understood - it is headed ‘Fee Dependency for non-PIE Audit 
Clients’ and then contradicts responses to previous questions. 

-

ICAI The materiality qualifier for non-PIEs should not be deleted ISSUE B

ICAS Support Noted

ICPAR Support Noted

ICPAU Support Noted

IDW Materiality is a factor that needs to be taken into consideration. ISSUE B

IMCP Support Noted

IPA Support Noted

ISCA Support Noted

JICPA Support Noted

KICPA Support. -  Address how a firm might evaluate the risk when it doesn’t know how 
the audited entity may implement advice and recommendations given


177 Noted - No change - 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.

MIA Materiality qualifier should be available for non-PIEs. ISSUE B

MICPA Support (add examples) Noted

NBA No comment -

NBAAT Support Noted

Respondent Comment/Issue Line  
No.

TF Approach
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NYSSCPA Support Noted

SAICA Concerned that the audit team would not necessarily be involved in the NAS pro-
vision and by the time the auditor reviews the treatment in the annual financial 
statements, the services would have been performed and completed.


177 No change - 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.

SAIPA Support Noted

WPK Withdrawal of materiality qualifier for non-PIEs will affect SMPs, result in in-
creased market concentration and lead to competitive disadvantages for SMPs.


ISSUE B

ZICA No comment -

Firms

BDO Support Noted

BKTI Materiality qualifier should be available for non-PIEs:


(i) Unwarranted additional burden on non-PIEs in finding alternative pro-
viders;


(ii) Accounting treatment may not be known until late in process.

177


.

(i) ISSUE B 

(ii) No change - No change - The provisions are in 
the extant Code and this concern has not been en-
countered.


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.

CROWE Support Noted

DTTL Support Noted

Respondent Comment/Issue Line  
No.

TF Approach

	 Agenda Item 3-D

	  of 124 233



	 NAS - Compilation of NAS ED Comments with Task Force Responses

	  IESBA Meeting (September 2020)

EY Support Noted

GTI §R604.13


• Support - but believes it is impractical to obtain pre-clearance of proposed 
tax treatment before preparation of the financial statements - see §604.12 
A2(a) and §604.12 A3.  Seeks clarification or additional guidance.


§R610.6


• Support

175 §R604.13 - No change.  This provision exists in the 
extant Code - §604.7 A3


§R610.6 - Noted

KPMG We do not agree with extending these prohibitions to non-PIEs. ISSUE B

MAZARS Support Noted

MOORE Support Noted

NEXIA • Singapore — because of absence of materiality qualifier.

• South Africa — because of absence of materiality qualifier

• UK — because of absence of materiality qualifier

• Argentina —because of absence materiality qualifier

ISSUE B

PwC Support - subject to comments re Q2 above.  

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


(ii) The underlying assumption seems to be that there will always be align-
ment between an applicable financial reporting framework and an applic-
able 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 in-
appropriate accounting treatment or presentation, even if that advice, to-
gether with the accounting treatment, would be likely to be acceptable to 
the relevant tax authorities.

179


180

(i) No change.  Interaction between two paragraphs 
exists in extant Code without concerns being 
raised.  


§R604.13 applies when doubt about the ac-
counting treatment exists.  Only change from 
extant Code is the deletion of materiality qualifier 
from §R604.13. 


(ii) Correct - the objective of the IIS is to ensure 
auditors discharge their responsibilities in relation 
to the conduct of the audit independently from 
the interests of the audited entity (e.g. tax advice 
that would reduce that entity’s tax charge) 

Respondent Comment/Issue Line  
No.

TF Approach
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RSM Support Noted

SRA • Strongly oppose the proposed withdrawal of the materiality qualifiers in 
§R604.8, R604.11 and R610.5 of the extant Code.   


• There is no reasonable argument to forbid the provision of these categories 
of NAS to non-PIEs when these services are immaterial.  Explanatory 
Memorandum provides no supporting arguments to substantiate the pro-
posal

ISSUE B

Others

CAQ No comment -

IAA No comment -

SMPC (i) The no tolerance stance as proposed is too rigid 


(ii) Further by prohibiting NAS for all clients, the Code is at risk of becoming 
overly prescriptive, moving away from being principles based. This in itself 
creates a risk to the profession. 


(iii) §R 604.19 allows an auditor of a PIE to perform a valuation for tax pur-
poses when one of the two criteria are met, provided the valuation is fur-
ther subjected to external review by a tax authority or other regulatory au-
thority. A similar stance ought to be taken for certain other tax advisory 
services where there are tax laws available to govern the matters con-
cerned. This will allow for consistency in application, at least in the general 
domain of the provision of tax services. 

ISSUE B

Respondent Comment/Issue Line  
No.

TF Approach
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7. Do you support the proposals for improved firm communication with TCWG (see proposed §R600.18 to §600.19 A1), in-
cluding the requirement to obtain concurrence from TCWG for the provision of a NAS to an audit client that is a PIE (see pro-
posed §R600.19) ? 

Respondent Comment/Issue Line 
No.

TF Approach

Regulators and Oversight Authorities (including MG members)

CEAOB Support


(i) Under §R600.18 and §R600.19 as drafted, NAS can be provided to parent 
undertakings of PIEs without information being provided to and concur-
rence obtained from TCWG of the PIEs.  Suggest that the requirements 
should apply to all of a PIE’s related entities (controlled entities and parent 
undertakings)

Noted


(i) ISSUE C

CMASA No comment -

IAASA Support (see CEAOB comments) Noted

IFIAR Support


(i) Under §R600.18 and §R600.19 as drafted, NAS can be provided to parent 
undertakings of PIEs without information being provided to and concur-
rence obtained from TCWG of the PIEs.  Suggest that the requirements 
should apply to all of a PIE’s related entities (controlled entities and parent 
undertakings)

Noted


(i) ISSUE C

IOSCO Support (as pre-approval/concurrence already required - §R600.19) Noted
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IRBA Support


(i) Concerned at the inclusion in both requirements: “… for this purpose, shall 
include only related entities over which the audit client has direct or indir-
ect control”. 


(ii) TCWG should be provided with all available information, rather than a 
subset of information, to enable them to make a properly informed de-
cision (as indicated in the requirement). Emphasis should also be added 
that this communication might be required periodically.


(iii) Provision only envisions acceptance of NAS to be provided by a firm 
already auditing the client. The Code needs to consider re-engagement as 
well as the reverse situation – i.e. an appointment as the auditor when the 
firm has already been providing NAS.


(iv) Robustness of these paragraphs depends on the sophistication and know-
ledge 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 ne-
cessary information and understanding (i.e. communication should include 
reference to the Code provisions).


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


(vi) §600.18 A1 - Recommend adding the following examples:


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

• Whether the proposed non-assurance service/s is/are once-off or re-

petitive.

• How such proposed non-assurance service/s may influence the com-

position of the audit team/audit service.

93


94


108


95


98

(i) ISSUE C 

(ii) §R600.19 revised to address renewal of en-
gagements 

No change.  It would be impractical to withdraw 
concurrence in relation to NAS already in pro-
gress.  Consideration of new potential engage-
ments provide opportunity for auditor and TCWG 
to take view on overall position - §R600.10/
§R600.18


(iii) Addressed in §R400.32


(iv) No change - if required in section 600, it would 
be required in all other places in the Code where 
consultation with TCWG is required.


(v) No change.   Permission/concurrence is ad-
dressed in §R600.20


(vi) §600.19 A1 revised to include the first sugges-
tion (language to be conformed with similar 
language in Fees proposals).   

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


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

Respondent Comment/Issue Line 
No.

TF Approach
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MAOB Support Noted

NASBA Support Noted

UKFRC Support


(i) §600.18 A1 should be elevated to a requirement


(ii) The communication with TCWG should include details of relationships, 
including the provision of NAS, with a parent entity - §R600.18 appears to 
specifically preclude such communication.

98


.

Noted


(i) 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


(ii) ISSUE C

Public Sector Organisations

AGNZ Support - but concurrence should only be sought if the auditor has concluded 
that the NAS is permitted under the Code


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

AGSA Support - recommend that IESBA prescribes how often TCWG should review a 
policy

100 No change - Code has no standing with TCWG

GAO Support the proposals
 Noted

Preparers & TCWG

JASBMA Seek clarity that this will not adversely impact provision of management letters to 
audit entities under Request for General Comments (see below)


ISSUE E

Respondent Comment/Issue Line 
No.

TF Approach
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National Standard Setters

APESB Support


(i) §R600.18 and §R600.19 could be combined into one paragraph for sim-
plicity and clarity:


“Before a firm or a network firm accepts an engagement to provide a non-
assurance service to an audit client that is a public interest entity which, for 
theis purposes of this paragraph, shall include only related entities over 
which the audit client has direct or indirect control, the firm shall: 

a) provide those charged with governance with sufficient information to 
enable them to make an informed decision about the impact of the pro-
vision of such a non-assurance service on the firm’s independence; and 
R600.19	 A firm or a network firm shall not provide a non-assur-
ance service to an audit client that is a public interest entity which, for 
this purpose, shall include only related entities over which the audit cli-
ent has direct or indirect control, unless  
b) obtain concurrence from those charged with governance of the public 
interest entity concur with: 
(ai)	 The provision of that service; and 
(bii)	 The firm’s conclusion that any threat to independence has been 
eliminated or that safeguards that the firm proposes to apply will reduce 
such a threat to an acceptable level. 

(ii) Recommends inclusion of AM on the documentation that professional ac-
countants should obtain in relation to receiving concurrence from those 
charged with governance, to support §R600.18.

106


96

(i) No change.   Present structure has merit of em-
phasising the two stage process - provision of 
sufficient information and concurrence.


(ii) Importance of evidencing the actions taken 
and any decisions reached is addressed in 
§600.23 A1

Respondent Comment/Issue Line 
No.

TF Approach
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XRB Support


(i) Adding a requirement to the Code may have a significant educational be-
nefit.


(ii) Documentation, either by the auditor or TCWG, of the communications 
and decisions made demonstrates the fulfilment of those responsibilities. 


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


(iv) The Code needs to be clear that the concurrence of TCWG can only be 
sought if the auditor has concluded that the NAS is permitted under the 
Code.


(v) We recommend that the concurrence of TCWG required by §R600.19 be 
obtained in writing. 

96


109


102

Noted


(i) Noted


(ii) Importance of evidencing the actions taken 
and any decisions reached is addressed in 
§600.23 A1 

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


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

(v) See (ii)

IFAC Member Bodies

ACCA & 
CAANZ

Support Noted

AE Support - but should not apply to non-consolidated entities over which the audit 
client has control

ISSUE C

AICPA No comment -

ASSIREVI No comment -

BICA Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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CAI Support - but concerned


(i) At implications for certain types of PIE (see above)


(ii) Bureaucracy and cost in relation to immaterial NAS


(iii) Requires TCWG to have ability to judge appropriateness of each NAS pro-
posal


(iv) Should permit pre-approval

Noted


(i) ISSUE C 

(ii) and (iv) Capable of being addressed by pre-ap-
proval of categories of NAS (which is permitted - see 
reference to ‘general policy’).  Include in Basis for 
Conclusions


(iii) Noted

CNCC Support Noted

CPAA Support Noted

CPAC Support Noted

EFAA Support Noted

FAR No comment -

HKICPA Support. Noted

IAA Support Noted

ICAB Support (but some entities may not have the necessary governance structures) Noted

ICAEW Support Noted

ICAG Support


• Concerned that there is a contradiction between the prohibition in R600.14 
and the request for pre-approval.  Clarification requested

111 No change.   If a service is prohibited by §R600.15, 
the firm cannot reach the conclusion required by 
§R600.20 (b)

ICAI Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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ICAS Support


(i) Suggest revising §R600.18 as follows:


“Before a firm or a network firm accepts an engagement to provide a non-
assurance service to an audit client that is a public interest entity which, for 
this purpose, shall include only related entities over which the audit client 
has direct or indirect control, the firm shall provide those charged with gov-
ernance with sufficient information to enable them to make an informed 
decision about the impact of the provision of such a non-assurance service 
on the firm’s independence. For this purpose, this relates to non-assurance 
services provided by the firm and network firms to the audit client and re-
lated entities over which the audit client has direct or indirect control.” 

Noted


(i) ISSUE C

ICPAR Support Noted

ICPAU Support Noted

IDW Yes - concurrence of an audit committee or equivalent body is a safeguard that 
should apply to all NAS, since such body would be in a suitably informed position 
to weigh up the benefit of engaging the auditor to perform a particular NAS and 
the level of any threat that service might pose to auditor independence. 


Noted

IMCP Support Noted

IPA Support 


(i) ‘direct and indirect control’ should align with ‘control’ in international ac-
counting standards

Noted

ISCA Support - but should be limited to unlisted downstream entities (excluding down-
stream listed entities which would be likely to have procedures in place)


ISSUE C

JICPA Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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KICPA Support


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

101 No change.  Approach adopted in Code [has been/
to be] checked with IAASB

MIA Support Noted

MICPA Support - but add de-minimis provision In case of inadvertent breaches 110 No change.  §R400.80 to §R400.89 provide effective 
regime to address breaches whether minor or not


NBA No comment -

NBAAT Support


• Should be extended to non-PIEs as well

104 Noted - No change

NYSSCPA Support 


• Should be extended to non-PIEs as well


104 Noted - No change

SAICA Support
 Noted

SAIPA Support


• Does not support §600.19 A1 - it believes each engagement should be indi-
vidually considered by TCWG and approved.

112 No change.  In a global Code it is important to 
provide flexibility in the implementation of the re-
quirements. 


NSS (or equivalent) can amplify the requirements to 
address local considerations.

Respondent Comment/Issue Line 
No.

TF Approach
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WPK Support
 Noted

ZICA No comment
 -

Firms

BDO Support


(i) Recommend a de minimis exception to avoid undue burdens in case of 
breaches - see SEC Rule (c)(7)(i)(c)


(ii) §600.19 (b) - Recommend amendment to- ‘independence is at an accept-
able level, or has been eliminated.


(iii) §600.20 and §600.20 A1 - Recommend additional safeguard - appoint-
ment of professional accountant within the firm who was not involved in 
the audit or NAS engagement to review or re-perform the affected audit 
work.

110


.

Noted


(i) No change - §R400.80 to §R400.89 provide ef-
fective regime to address breaches whether 
minor or not


(ii) No change - text reflects standard language 
used throughout the Code


(iii)  ISSUE D

BKTI Support - but provide AM that allows retrospective approval in exceptional cir-
cumstances or when service immaterial.

110 No change.  §R400.80 to §R400.89 provide effective 
regime to address breaches whether minor or not

CROWE Support Noted

Respondent Comment/Issue Line 
No.

TF Approach

	 Agenda Item 3-D

	  of 135 233



	 NAS - Compilation of NAS ED Comments with Task Force Responses

	  IESBA Meeting (September 2020)

DTTL Support - subject to the following:


(i) Proposals regarding communicating with TCWG in both the Fees and NAS 
EDs should be consistent in scope – i.e., to have the same scope for ob-
taining concurrence and communicating about fees charged by the firm or 
network firm. 


(ii) Do not agree that the requirement should extend to entities over which the 
audit client has “direct or indirect control” because this is not consistent 
with other regulations (namely those of the SEC and the EU Audit Legisla-
tion) that require audit committee pre-approval for services provided to the 
audit client and its consolidated entities. 


(iii) For instance, the SEC requires audit committee preapproval for services 
provided to an issuer audit client and its subsidiaries. Similarly, while the 
EU requirements refer to the audit client and its controlled undertakings, 
the concept of controlled undertakings follows the accounting directives 
and means the consolidated entities. (See private equity example)


(iv) Only requiring preapproval for consolidated entities would be more reas-
onable as the requirement to obtain concurrence from TCWG for the pro-
vision of NAS to an audit client that is a PIE should extend only to entities 
over which TCWG will have decision-making or corporate governance re-
sponsibilities, that is, consolidated entities. 


(v) We suggest the addition of a “de minimis exception” with respect to the 
failure to obtain the concurrence of TCWG for insignificant permissible 
services. Failure to comply with §R600.19, especially in large global 
groups, could result in a high volume of breach communications with 
TCWG and may dilute the impact of other communications that may be 
more likely to bear on the accounting firm’s independence.

107


110


.

Noted


(i) To be discussed with Fees TF


(ii) to (iv)   ISSUE C 

(v) No change - §R400.80 to §R400.89 provide ef-
fective regime to address breaches whether 
minor or not

Respondent Comment/Issue Line 
No.

TF Approach
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EY Support


(i) Necessary to consider the implications that the requirement to obtain con-
currence from related entities over which the audit client has direct or in-
direct control might have with regard to private equity complexes. For ex-
ample, a PIE might have control over portfolio companies that are not 
consolidated within the financial statements of the PIE audit client due to 
management or advisory agreements, but the audit committee of the PIE 
may not have the ability to concur with services provided at the portfolio 
company level that have no bearing or impact on the PIE audit client’s fin-
ancial statements. We note that other professional standards and regulat-
ory frameworks for independence do not require pre-approval from TCWG 
of the controlling entity of a portfolio company in a private equity complex.


(ii) Obtaining concurrence as required in proposed paragraph R600 .19 could 
also be potentially complex and/ or impractical for a number of non-listed 
PIEs. Ownership and governance structures of unlisted PIEs vary, and we 
believe that the concurrence of TCWG will have less effect, and might be 
difficult to obtain, for entities without audit committees. In fact, a number 
of jurisdictions that have mandatory pre-approvals of NAS by audit com-
mittees have restricted the requirements only to listed entities. We would 
encourage IESBA to consider the possibility of differentiating the require-
ments between listed PIE and non-listed PIE entities and limit this re-
quirement to listed PIEs.

Noted


(i) and (ii)    ISSUE C

GTI Support


(i) Recommend inclusion of application material that encourages documenta-
tion of substance of conversations with TCWG - e.g. points in §R600.18 - 
600.18 A2

96


.

Noted


(i) Importance of evidencing the actions taken 
and any decisions reached is addressed in 
§600.23 A1

Respondent Comment/Issue Line 
No.

TF Approach
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KPMG Support in principle


(i) Should only apply to consolidated controlled entities 


(ii) Suggest combining §R600.18 and R600.19 (and AM then being supportive 
of that single Requirement)

106

.

Noted


(i) ISSUE C 

(ii) No change.   Present structure has merit of em-
phasising the two stage process - provision of 
sufficient information and concurrence.

MAZARS Support Noted

MOORE Support


(i) Extended implementation period required to allow necessary coordination 
within groups and networks.


(ii) Not the time to add to corporate governance requirements.

Noted


(i) and (ii)    ISSUE A

NEXIA (i) Singapore - No - because existing arrangements in Singapore are ad-
equate.


(ii) South Africa - Support


(iii) Argentina - No - because of absence of materiality qualifier

Noted - No change

Respondent Comment/Issue Line 
No.

TF Approach
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PwC Support


(i) Concerned that an inadvertent breach of this requirement could potentially 
put the firm in a position of not being regarded as independent, or being in 
breach of the IIS, and thus not able to conclude the audit. 


(ii) Such an outcome from a breach of what is effectively a process require-
ment would not seem to be in the public interest, nor impact independ-
ence of mind. 


(iii) While such a circumstance could potentially be addressed in accordance 
with the “breaches” provisions, we recommend that the IESBA consider 
including an appropriate de-minimis provision. 


110


.

Noted


(i) to (iii) - No change - §R400.80 to §R400.89 
provide effective regime to address breaches wheth-
er minor or not

RSM Support


(i) Concerned at burden on firms and clients.  Suggest looking at SEC ap-
proach which applies to consolidated entities as opposed to entities which 
the audit client controls - cf private equity PIE


(ii) Specifically refer to pre-approval


(iii) Re fees - include size and type of fee proposed

103


99

Noted


(i) ISSUE C 

(ii) Capable of being addressed by pre-approval of 
categories of NAS (which is permitted - see ref-
erence to ‘general policy’).  Include in Basis for 
Conclusions


(iii) §600.19 A1 revised to include the first sugges-
tion (language to be conformed with similar 
language in Fees proposals). 

SRA No comment
 -

Respondent Comment/Issue Line 
No.

TF Approach
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Others

CAQ Encourage approach similar to SEC and recommend the Board


(i) Consider a de minimis threshold - such as SEC Rule 2-01(c)(7)(i)(C)


(ii) Revise §R600.18 to apply only to those entities consolidated into the audit 
client’s financial statements - see SEC Rule 2-01(c)(7) 

110


.

Noted


(i) No change - §R400.80 to §R400.89 provide ef-
fective regime to address breaches whether 
minor or not


(ii) ISSUE C

IIA §600.17 - believes AM should take stronger line on consulting with TCWG of 
non-PIEs

92 No change.  Many practical reasons why consulta-
tion with TCWG of non-PIES would be impractical.  
To be addressed in Basis for Conclusions

SMPC Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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8. Do you support the proposal to move the provisions relating to assuming management responsibility from Sec-
tion 600 to Section 400, and from Section 950 to Section 900 ? 

Respondent Comment/Issue Line 
No.

TF Approach

Regulators and Oversight Authorities (including MG members)

CEAOB No comment -

CMASA No comment -

IAASA No comment -

IFIAR No comment -

IOSCO No comment -

IRBA Support Noted

MAOB Support Noted

NASBA Support Noted

UKFRC Support Noted

Public Sector Organisations

AGNZ Support Noted

AGSA Support Noted
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GAO We believe that the extant §R600.8 and R950.7 related to management skills, 
knowledge and experience should remain in the NAS sections in the Code.

249 No change

Preparers and TCWG

JASBMA No comment -

National Standard Setters

APESB Support Noted

XRB Support Noted

IFAC Member Bodies

ACCA & 
CAANZ

Support Noted

AE Support Noted

AICPA No comment -

ASSIREVI No comment -

BICA Support Noted

CAI No comment -

CPAA Support Noted

CNCC Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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CPAC Mixed responses - but differences not substantial Noted

EFAA Support Noted

FAR No comment -

HKICPA Support Noted

IAA Support Noted

ICAB Support Noted

ICAEW Support Noted

ICAG Support Noted

ICAI Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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ICAS Support


We suggest that it might also be helpful to provide a link to §600.12 A2 in Sec-
tion 400 either at §400.13 A4 or §400.13 A2: 


- §400.13 A4: Subject to compliance with paragraph R400.14, providing 
advice and recommendations to assist the management of an audit client 
in discharging its responsibilities is not assuming a management re-
sponsibility. However, providing advice and recommendations to man-
agement of an audit client might create a self-review threat (ref 600.12 
A2). 
or 

- §400.13 A2: When a firm or a network firm assumes a management re-
sponsibility for an audit client, self-interest and familiarity threats are cre-
ated. Assuming a management responsibility might also create an ad-
vocacy threat because the firm or network firm becomes too closely 
aligned with the views and interest of management. In addition, providing 
advice and recommendations to management of an audit client might 
create a self-review threat (ref 600.12 A2). 

248


.

Noted


§400.13 A4 revised to address concern

ICPAR Support Noted

ICPAU Support Noted

IDW Support
 Noted

IMCP Support Noted

IPA Support Noted

ISCA Support Noted

JICPA Support
 Noted

KICPA Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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MIA Support Noted

MICPA Support Noted

NBA No comment
 -

NBAAT Support Noted

NYSSCPA No comment -

SAICA Support Noted

SAIPA Support
 Noted

WPK Support Noted

ZICA No comment
 -

Firms

BDO Support Noted

BKTI Support Noted

CROWE Support Noted

DTTL Support Noted

EY Support Noted

GTI Support Noted

KPMG Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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MAZARS Support Noted

MOORE Support Noted

NEXIA
(i) Argentina - No - because of the issues primarily relate to NAS

Noted - No change

PwC Support Noted

RSM Support Noted

SRA No comment
 -

Others

CAQ No comment -

IIA No comment -

SMPC Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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9. Do you support the proposal to elevate the extant application material relating to the provision of multiple NAS to the 
same audit client to a requirement (see proposed §R600.10) ?  Is the related application material in §600.10 A1 helpful to imple-
ment the new requirement ? 

Respondent Comment/Issue Line 
No.

TF Approach

Regulators and Oversight Authorities (including MG members)

CEAOB No comment -

CMASA No comment -

IAASA No comment -

IFIAR No comment -

IOSCO No comment -

IAASA Support Noted
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IRBA Support


(i) Question whether a threshold in relation to the fees obtained from NAS 
compared to audit services has been sufficiently considered. An introduc-
tion of a threshold would allow for a focused consideration by the firm and 
network firm, and improve the robustness of the requirement.


(ii) 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.


(iii) From a regulatory perspective, this paragraph is not sufficiently 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.

37


25

Noted


(i) - (ii) - Refer to Fees TF


(iii) The TF has added application material 
(§600.24 A1 ) highlighting the importance 
evidencing the actions taken and any de-
cisions reached.

MAOB Support Noted

NASBA Support Noted

UKFRC Support Noted

Public Sector Organisations

AGNZ Support Noted

AGSA Support Noted

GAO Support


(i) We believe the first bullet in §600.10 A1 is redundant

40 §600.11 A1 revised to clarify intended considera-
tions

Respondent Comment/Issue Line 
No.

TF Approach
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Preparers and TCWG

JASBMA No comment -

National Standard Setters

APESB Support


(i) 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.

41 §600.11 A1 revised to include safeguards in rela-
tion to other assurance engagements

XRB Support Noted

IFAC Member Bodies

ACCA & 
CAANZ

Support Noted

AE Support - but AM does not provide sufficient guidance on understanding and 
evaluation of combined effect.

39 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 recur-
ring basis should be part of the nature and scope of 
the service assessed by the firm and TCWG under 
§R600.18 and §R600.19 

Respondent Comment/Issue Line 
No.

TF Approach
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AICPA No comment -

ASSIREVI No comment -

BICA Support Noted

CAI No comment -

CNCC Support Noted

CPAA Support Noted

CPAC Support Noted

EFAA Support Noted

FAR No comment -

HKICPA Support - illustrative examples to demonstrate interaction between NAS en-
gagements would be helpful

39 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 

IAA “We do not support the proposal … as we consider that its change of position 
could be considered by many users of the Code as withdrawn..”

This comment is not understood

ICAB Support Noted

ICAEW Support Noted

ICAG Support Noted

ICAI Support Noted

ICAS Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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ICPAR Support Noted

ICPAU Support Noted

IDW Support Noted

IMCP Support Noted

IPA Support Noted

ISCA Support - subject to additional AM 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 re-
curring basis), or multiple discrete and different NAS being provided 


39 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 recur-
ring basis should be part of the nature and scope of 
the service assessed by the firm and TCWG under 
§R600.19 and §R600.20 

JICPA Support Noted

KICPA Support - but do not extend to include NAS provided by network firms.
 45 No change

MIA No - because AM does not address the position of networks - including the po-
tential effect of currency variations (fees in countries with strong countries ad-
versely affecting firms in countries with weaker countries).

42 Noted - No change

MICPA Support Noted

NBA No comment -

NBAAT Support Noted

NYSSCPA No comment -

Respondent Comment/Issue Line 
No.

TF Approach
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SAICA Support


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


(ii) 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.

39/44 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 recur-
ring basis should be part of the nature and scope of 
the service assessed by the firm and TCWG under 
§R600.19 and §R600.20 

SAIPA Support Noted

WPK Support - but do not think that the AM is clear.  Suggest issuance of guidance 
outside the Code

Noted

ZICA No comment -

Firms

BDO Support Noted

BKTI Support - but seek practical examples of how to evaluate position in PIE and 
non-PIE context

39 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

CROWE Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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DTTL §R600.10 lacks clarity and will lead to inconsistency in application. 


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


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

39


43

Noted 


(i) 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


(ii) Refer to Fees TF

EY (i) The proposal does not enhance the Code and creates additional un-
certainties on how to comply with the requirement (for example, 
documentation requirements). 

(ii) The Code should focus on the evaluating the significance of the 
threats rather than the quant it y of NAS provided.

Noted - No change

GTI Support Noted

KPMG Support Noted

MAZARS Support Noted

MOORE Support 


(i) Subject to timing of introduction


(ii) Should not apply to NAS provided to non-PIEs (due to cost and burden of 
implementing across network of autonomous firms).

Noted


(i) ISSUE A 

(ii)  ISSUE C

NEXIA (i) South Africa - support


(ii) Argentina - No - because of absence of safeguards

Noted - No change

Respondent Comment/Issue Line 
No.

TF Approach
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PwC Support


(i) Concerned about the need for the proposed application material in 600.10 
A1.


(ii) The IIS effectively contain 2 engagement-level safeguards. 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.

39


.

Noted


(i) and (ii) - 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

RSM Support - guidance on assessment of risk arising would be helpful Noted

SRA No comment -

Others

CAQ No comment -

IAA No comment -

SMPC Support


(i) It is not clear how this is intended to work, especially in terms of evaluat-
ing how the level of threat is impacted and the need for additional safe-
guards where the previous safeguards being put in place are no longer 
effective. 


(ii) More guidance materials, perhaps outside the Code, would be helpful. 

39


.

Noted


(i) - (ii) 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

Respondent Comment/Issue Line 
No.

TF Approach
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10. Do you support the proposed revisions to subsections 601 to 610, including: 

• The concluding paragraph relating to the provision of services that are “routine or mechanical” in proposed §601.4 A? 

• The withdrawal of the exemption in extant §R601.7 that permits firms and network firms to provide accounting and 
bookkeeping services for divisions and related entities of a PIE if certain conditions are met ? 

• The prohibition on the provision of a tax service or recommending a tax transaction if the service or transaction 
relates to marketing, planning, or opining in favor of a tax treatment, and the significant purpose of the tax treatment 
or transaction is tax avoidance (see proposed §R604.4) ? 

• The new provisions relating to acting as a witness in subsection 607, including the new prohibition relating to acting 
as an expert witness in proposed §607.6 ? 

Respondent Comment/Issue Line 
No.

TF Approach

Regulators and Oversight Authorities (including MG members)

CEAOB No comment -

CMASA No comment -

IAASA No comment -

IFIAR No comment -
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IOSCO §R604.4 should be formulated to acknowledge that provision of tax services to 
PIEs is prohibited where they have a material effect on the financial statements


§R607.6 - Providing expert witnesses should be forbidden unless appointed by 
tribunal or court.  Alternatively, person involved should be withdrawn from any in-
volvement with audit service to the client

153


211

§R604.4 - Comment not relevant to this paragraph - 
which is focussed on tax avoidance


§R607.6 - Provision of expert evidence by an audit 
firm in a dispute involving an audit client is prohib-
ited unless the appointment is by the court or 
tribunal (see §R607.9)

Respondent Comment/Issue Line 
No.

TF Approach
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IRBA Support


§601.4 A1:


• 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 it involves management respons-
ibility. 


• Consideration should be given to whether the preparation and filing of 
XBRL returns could be considered to be within the scope of this para-
graph.


§R601.7, R604.4 and R607.6 - Support

129


130

§601.4 A1 - 


• The TF has reviewed the approach to services that 
are routine and mechanical.  


Rather than use examples to explain what would 
be regarded as routine and mechanical accounting 
and bookkeeping services (as in the extant Code), 
the TF has developed application material - see 
§601.4 A1 - to provide guidance on the considera-
tions to be taken into account when determining 
whether a proposed service is, in fact, routine and 
mechanical. 


The examples, which are retained - see §601.4 A2 
- and link back to the factors identified in §604.1 
A1 


• 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 consideration of the matters referred to in 
§601.4 A1


Other § - Noted

MAOB Support


§601.4 A1 should apply to all audited entities (not just PIEs)

127 Noted - No change

Respondent Comment/Issue Line 
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TF Approach

	 Agenda Item 3-D

	  of 157 233



	 NAS - Compilation of NAS ED Comments with Task Force Responses

	  IESBA Meeting (September 2020)

NASBA §601.4 A1 - 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 ser-
vices.


§R601.7 - Support - consider provision for emergency situations in areas of the 
world where there may not be alternative resources available.


§R604.4 - Support - suggest that the provision be clarified to describe what is 
meant by ‘likely to prevail’.


§R607.6 - Support


129


141


164

§601.4 A1 - The TF has reviewed the approach to 
services that are routine and mechanical.  


Rather provide use examples to explain what would 
be regarded as routine and mechanical accounting 
and bookkeeping services (as in the extant Code), 
the TF has developed application material - see 
§601.4 A1 - to provide guidance on the considera-
tions to be taken into account when determining 
whether a proposed service is, in fact, routine and 
mechanical. 


The examples, which are retained - see §601.4 A2 - 
and link back to the factors identified in §604.1 A1  


§R601.7 - No change.  Addressed in §R100.3 (extant 
Code) and §R100.7 (R&M text)


§R604.4 - Decision to be made on whether to retain 
“likely to prevail” or whether to change to “more likely 
than not to prevail”


§R607.6 - Noted 

Respondent Comment/Issue Line 
No.

TF Approach
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UKFRC Support


§601.4 A1 - Support (inc. provision to non-PIEs if conditions met)


§R601.7 - Support


§R604.4 - Support


§R607.6 - Support.


- §607.7 A3 and §R 607.9 - Do not agree that no advocacy threat arises if 
firm appointed by court or tribunal.  An advocacy threat that involves tak-
ing a position closely aligned to that of management cannot be elimin-
ated by being appointed by a tribunal or court and a firm should not ac-
cept such appointment unless required to do so by law, in which case it 
should apply safeguards.


164


219


.

Noted


§601.4 A1 - Noted


§R601.7 - Noted


§R604.4 - Decision to be made on whether to retain 
“likely to prevail” or whether to change to “more likely 
than not to prevail”


§R607.9 - No change - I appointed by a court or 
tribunal (as is common in civil law jurisdictions), the 
individual owes his/her duties to the Court (and not 
to the audit client). 

Public Sector Organisations

Respondent Comment/Issue Line 
No.

TF Approach
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AGNZ §601.4 A1 - Support concluding paragraph of §601.4 A1.  Do not agree with the 
examples of routine and mechanical accounting and bookkeeping services.


§R601.7 - support


§R604.4 - support


§R607.6 - all litigation support services should be prohibited

131


209

§601.4 A1 - No change.   Based on extant Code and 
generally supported 


§R601.7 - Noted


§R604.4 - Noted


§R607.6 - No change.  There are many litigation 
support services that pose no threat to the relation-
ship between auditor and audit client - e.g. use of 
data searching facilities to manage documents for 
use in Court

AGSA Support Noted

GAO Support the proposed revisions


(i) §601.4 A1 - Suggest that firms document their evaluation of threats created 
by providing routine and mechanical accounting and bookkeeping services

135


.

Noted


(i) Importance of evidencing the actions taken 
and any decisions reached is addressed in 
§600.23 A1

Preparers and TCWG

JASBMA No comment -

National Standard Setters

Respondent Comment/Issue Line 
No.

TF Approach
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APESB §601.4 A1; §R601.7; and §R607.6 - Support


§R604.4 - Support


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


• In APES 220 Taxation Services, APESB refers to ‘tax schemes or ar-
rangements 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.’


• Therefore, IESBA may need to consider the use of alternative terminology, 
for example, ‘tax minimisation,’ to ensure that this requirement will be ap-
propriate across the many jurisdictions that apply the IESBA Code.

154


.

§601.4 A1; §R601.7; §R607.6 - Noted


§R604.4 -  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 addi-
tional guidance to avoid any misunderstanding of the 
term.  This explanation to be included in Basis for 
Conclusions 


The term ‘a significant purpose’ replaced with 
‘the dominant purpose’ because ‘dominant’ is less 
subjective than ‘significant and removes the possibil-
ity of multiple ‘significant’ purposes.


XRB Support
 Noted

IFAC Member Bodies

Respondent Comment/Issue Line 
No.

TF Approach

	 Agenda Item 3-D

	  of 161 233



	 NAS - Compilation of NAS ED Comments with Task Force Responses

	  IESBA Meeting (September 2020)

ACCA & 
CAANZ

Support


§601.4 A1 - Note that this will still involve judgement in determining the nature 
of such services and whether they constitute assuming management respons-
ibilities.  

§R601.7 - Support


§R604.4 - Concern expressed that prohibition could be problematic as judge-
ment is required to determine the purpose and significance of the tax treat-
ment.


§607.6 - Support

154


.

§601.4 A1 - Noted - No change


§R601.7 - Noted


§R604.4 - The term ‘a significant purpose’ re-
placed with ‘the dominant purpose’ because 
‘dominant’ is less subjective than ‘significant and 
removes the possibility of multiple ‘significant’ pur-
poses.


§R607.6 - Noted 

AE Support


§601.4 A1 - Support


§R607.1 - Support


§R604.4 - Tax avoidance should be addressed by new TF


§607.6 - Subsection 607 should acknowledge that considerations are different 
where court calls auditor as witness

159


.

§601.4 A1 - Noted


§R601.7 - Noted


§R604.4 - Noted - No change


§R607.6 - Addressed in §R607.9 

AICPA §R604.4 - Support provided ‘likely to prevail’ is not higher than ‘more likely than 
not to prevail’

164 Decision to be made on whether to retain “likely to 
prevail” or whether to change to “more likely than not 
to prevail”

ASSIREVI No comment -

Respondent Comment/Issue Line 
No.

TF Approach
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BICA §R601.4 (a) and §601.4 A1 - No - give rise to SRT 

§R601.7 - support


§R604.4 - support 

§R607.6 - Support

131 §601.4 A1 - No change.  Based on extant Code and 
generally supported 


§R601.7 - Noted


§R604.4 - Noted


§R607.6 - Noted 

CAI §601.4 A1 and §R601.7 - see comments re definition of PIE


§R604.4 and R607.6 - no comment

§601.4 A1 and §R601.7 - ISSUE A


§R604.4 and §R607.6 - Noted 

CNCC §601.4 A1 - Support


§R601.7 - Preparing 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.


§R604.4 - Support - but concerned at the risk of misinterpretation of ‘signific-
ant purpose’ and ‘tax avoidance’ 

§R607.6 - No comment

137


156


.

§601.4 A1 - Noted


§R601.7 - No change.  The intention is that the pro-
vision of accounting and bookkeeping services to 
PIEs should be prohibited


§R604.4 - The term ‘a significant purpose’ re-
placed with ‘the dominant purpose’ because 
‘dominant’ is less subjective than ‘significant and 
removes the possibility of multiple ‘significant’ pur-
poses.


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 guid-
ance to avoid any misunderstanding of the term.  
This explanation to be included in Basis for Con-
clusions


§R607.6 - Noted 

Respondent Comment/Issue Line 
No.
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CPAA §601.4 A1, §R601.7 and §R607.6 - Support


§R604.4 - No - because there is no globally agreed and unambiguous defini-
tion 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 Eth-
ics 

155


.

§601.4 A1, §R601.7 and §R607.6 - Noted


§R604.4 - The term ‘a significant purpose’ re-
placed with ‘the dominant purpose’ because 
‘dominant’ is less subjective than ‘significant and 
removes the possibility of multiple ‘significant’ pur-
poses.


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 guid-
ance to avoid any misunderstanding of the term.  
This explanation to be included in Basis for Con-
clusions

CPAC §R601.4 A1 - support - 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. 


§R601.7 - support


§R604.4 - support subject to comments re ‘likely to prevail’ in Q3 above 

§R607.6 - Support

132


164


.

§601.4 A1 - No change.   Point addressed in con-
cluding sentence of paragraph and reference to 
§R400.14


§R601.7 - Noted


§R604.4 - Decision to be made on whether to retain 
“likely to prevail” or whether to change to “more likely 
than not to prevail”


§R607.6 - Noted 

EFAA Support all proposed revisions - but wonder whether the a distinction should be 
drawn between PIEs and non-PIEs in §604.4

162 No change

FAR No comment -

Respondent Comment/Issue Line 
No.

TF Approach
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HKICPA §601.4 A1, §R604.4 and §R607.6 - Support


§R601.7 - Local stakeholders concerned that provision of technical advice and 
assistance - e.g. account reconciliation problems - accounting services to divi-
sions or related entities of PIEs may be prohibited. 

137


.

§601.4 A1, §R604.4 and §R607.6 - Noted


§R601.7 - No change.  The intention is that the pro-
vision of accounting and bookkeeping services to 
PIEs should be prohibited

IAA Support Noted

ICAB Support Noted

ICAEW Support - subject to the following points:


§601.4 A1 - Routine and mechanical accounting services - phrase provision so 
that such activities are not prohibited subject to the relevant conditions being 
complied with


§R601.7 - Other accounting matters - there is a risk that prohibiting the provi-
sion of technical assistance to PIE may result in auditors saying something in 
the financial statements is wrong - but not being able to indicate what would 
be right.


§R604.4 - Tax services that involve tax avoidance is an issue of integrity - not 
independence.  Any independence considerations are covered by §R604.13


§R607.6 - Acting as an expert witness - query whether court appointment re-
moves the ground for the prohibition

133


125


157


222

§601.4 A1 - No change.  Structure of paragraph 
based on extant Code


§R601.7 - See revisions to §601.2 A2 and A3


§R604.4 - No change


§R607.6 - Noted - No change - Address in Basis for 
Conclusions 

ICAG Support Noted

ICAI Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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ICAS §601.4 A1 should refer to ‘firm and network firm’.  The same amendment 
should be made to §601.2 A2

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


§R601.7 - Support


§R604.4 - Support


§R607.6 - Support

136 §601.4 A1 - See revisions to §601.2 A2 and §601.4 
A1


§R601.7 - Noted


§R604.4 - Noted


§R607.6 - Noted 

ICPAR Support Noted

ICPAU Support - subject to deletion of technical advice on accounting issues in §601.2 
A3

123 See revisions to §601.2 A2 and A3

Respondent Comment/Issue Line 
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IDW §601.4 A1 - support 

§R601.7 - No - current safeguards sufficient


§R604.4 - No - because 

• Proposed changes may contravene Germany’s legal principles in so far as 
they impact the right of professional accountants to exercise their profes-
sion in Germany. 


• What constitutes tax avoidance is potentially open to various interpreta-
tions. 


• regard to the proposed threshold “basis in applicable tax law and regula-
tion that is likely to prevail”. 


• Proposal would also partially pre-empt the outcome of the IESBA’s project 
on tax services. 


§R607.6 - Support

137


156


164


159

§601.4 A1 - Noted


§R601.7 - No change.  The intention is that the pro-
vision of accounting and bookkeeping services to 
PIEs should be prohibited


§R604.4 - Noted - No change - Requirement to 
comply with laws and regulations addresses concern


§R604.4 - The term ‘a significant purpose’ re-
placed with ‘the dominant purpose’ because 
‘dominant’ is less subjective than ‘significant and 
removes the possibility of multiple ‘significant’ pur-
poses.


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 guid-
ance to avoid any misunderstanding of the term.  
This explanation to be included in Basis for Con-
clusions


Decision to be made on whether to retain “likely to 
prevail” or whether to change to “more likely than not 
to prevail” 

No change - Tax TF is addressing different issues.


§R607.6 - Noted 

IMCP Support Noted

Respondent Comment/Issue Line 
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IPA §601.4 A1 - Support - but reference to ‘preparing related notes based on client 
approved records‘ should be deleted.


§R601.7 - Support


§R604.4 - Support


§R607.6 - Support

129 §601.4 A1 - The TF has reviewed the approach to 
services that are routine and mechanical.  


Rather provide use examples to explain what would 
be regarded as routine and mechanical accounting 
and bookkeeping services (as in the extant Code), 
the TF has developed application material - see 
§601.4 A1 - to provide guidance on the considera-
tions to be taken into account when determining 
whether a proposed service is, in fact, routine and 
mechanical. 


The examples, which are retained - see §601.4 A2 - 
and link back to the factors identified in §604.1 A1


§R601.7 - Noted


§R604.4 - Noted


§R607.6 - Noted 
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ISCA §601.4 A1 - support


§R601.7 - support - but preparation of 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 self-review threat for the PIE and 
should be retained. 


§R604.4 - No 


“significant purpose” and “tax avoidance” risk multiple interpretations

“likely to prevail’ is not a recognised standard and may draw various inter-
pretations. 


§R607.6 - No - materiality qualifier should be included

137


156


164


213

§601.4 A1 - Noted


§R601.7 - No change.  The intention is that the pro-
vision of accounting and bookkeeping services to 
PIEs should be prohibited


§R604.4 - The term ‘a significant purpose’ re-
placed with ‘the dominant purpose’ because 
‘dominant’ is less subjective than ‘significant and 
removes the possibility of multiple ‘significant’ pur-
poses.


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 guid-
ance to avoid any misunderstanding of the term.  
This explanation to be included in Basis for Con-
clusions


Decision to be made on whether to retain “likely to 
prevail” or whether to change to “more likely than not 
to prevail”


§R607.6 - Noted - No change

JICPA Support Noted

Respondent Comment/Issue Line 
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KICPA §601.4 A1 - Add reference to obligation not to assume management respons-
ibility


§R601.7 - Support


§R604.4 - Given tax avoidance is a subjective issue, additional guidance as to 
what constitutes tax avoidance is required


§R607.6 - Support

156


.

§601.4 A1 - No change


§R601.7 - Noted


§R604.4 - No change


§R607.6 - Noted

MIA §601.4 A1 and §R601.7 - Current approach to assessment of SRTs should be 
maintained


§R604.4 - Advice following introduction of new tax laws should not give rise to 
independence issues if subsequent decisions conclude such treatment was 
inappropriate.


§607.6 - Make clear that when appointed by court or tribunal and expert wit-
ness acts as a witness of fact.

139


161


224

§601.4 A1 and §R601.7 - No change


§R604.4 - No change.  If a basis existed in applic-
able 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


§R607.6 - No change.  The proposition is incorrect

Respondent Comment/Issue Line 
No.

TF Approach
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MICPA §601.4 A1 - Doesn’t regard preparing financial statements from trial balance as 
routine or mechanical.  Such services prohibited in Malaysia anyway.


§R601.7 - Support


§R604.4 - Support - but concerned at possible lack of clarity in legislation.  
Firms shouldn’t be regarded as not independent if tax treatment successfully 
challenged


§R607.6 - Support

129


161

§601.4 A1 - The TF has reviewed the approach to 
services that are routine and mechanical.  


Rather provide use examples to explain what would 
be regarded as routine and mechanical accounting 
and bookkeeping services (as in the extant Code), 
the TF has developed application material - see 
§601.4 A1 - to provide guidance on the considera-
tions to be taken into account when determining 
whether a proposed service is, in fact, routine and 
mechanical. 


The examples, which are retained - see §601.4 A2 - 
and link back to the factors identified in §604.1 A1


§R601.7 - Noted


§R604.4 - 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 interpret-
ation or application of the relevant law/regulation


§R607.6 - Noted

NBA No comment -

NBAAT Support Noted

NYSSCPA No comment
 -

SAICA Support Noted

SAIPA Support
 Noted

Respondent Comment/Issue Line 
No.
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WPK • Do not agree with the deletion of the materiality qualifier in R601.5, R603.5, 
R604.10, R604.13, R604.15, R604.26, R605.6, R606.6, R607.6, R608.6, 
R608.9, R610.6 and R610.8;


• Do not agree with withdrawal of exemption to extant §R601.7;

• Do not agree with prohibition in §R604.4


Support amendment to §601.4 A1 and approach taken in §R607.6 (presumably 
subject to reinstatement of materiality qualifier). 

139


137


158

• Noted - No change


• No change.  The intention is that the provision of 
accounting and bookkeeping services to PIEs 
should be prohibited


• No change

ZICA Support
 Noted

Firms

BDO §601.4 A1, §R601.7, §R604.4 and §R607.6 - Support


§R607.9 - recommend addition of two additional criteria:

(i) Client not involved in selection or appointment by tribunal or court;

(ii) Exception for class action lawsuits - see AICPA 1.295.140.04a

221


.

§601.4 A1, §R601.7, §R604.4 and §R607.6 - Noted


§R607.9 


(i) No change - doesn’t happen


(ii) Exception added to address class action 
circumstances to §607.7 A3

BKTI §R601.7 -  Concerned that withdrawal of permission to provide accounting and 
book-keeping services to related entities will mean that an auditor of PIE would be 
prohibited from providing such services to related entity that is immaterial and 
which it does not audit.  Suggest that if conditions in extant §R601.7 can be met, 
service should not be prohibited 

137 No change.  The intention is that the provision of 
accounting and bookkeeping services to PIEs 
should be prohibited

CROWE Support Noted

Respondent Comment/Issue Line 
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DTTL Support


§601.4 A1 - No need to repeat prohibition on assuming management respons-
ibilities


§R604.4 - Suggest drafting amendments:


A firm or a network firm shall not provide a tax service or recommend a 
transaction to an audit client if the service or transaction related to market-
ing, planning, or opining in favor of the a tax treatment of a transaction that 
was initially recommended, directly or indirectly, by the firm or network firm, 
and a significant purpose of which the tax treatment or transaction is tax 
avoidance, unless the proposed tax that treatment has a basis in applicable 
tax law and regulation that is likely to prevail. 

163


.

Noted


§R604.4 - Considered in context of other drafting 
changes

Respondent Comment/Issue Line 
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EY §601.4 A1 - Support

• Routine and mechanical tasks can be both manual in nature (as the ex-

amples 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 administrat-
ive services list ing in proposed §602.2 A2, including information/data 
search services.


§R601.7 - Support

• Preparing statutory financial statements based on information in the cli-

ent-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 finan-
cial statements do not form the basis of the consolidated financial state-
ments of the PIE audit client.


§R604.4 - Support

• The terms “ significant purpose” and “ tax avoidance” could have multiple 

interpretations. In certain jurisdictions, ample case law exists to more pre-
cisely describe such terms. In many other jurisdictions, however, such 
clarity is lacking. And as drafted, there is no clear distinction drawn 
between egregious/ illegal tax evasion and prudent, appropriate and legal 
tax minimization. It would be prudent for the IESBA to consider the results 
of the Tax Planning and Related Services project before finalizing its con-
clusions on the changes proposed in §R604 .4.

128


137


156

§601.4 A1 - The technology implications will be con-
sidered in the course of the Technology Project.


§R601.7 - No change.  The intention is that the pro-
vision of accounting and bookkeeping services to 
PIEs should be prohibited


§R604.4 - The term ‘a significant purpose’ re-
placed with ‘the dominant purpose’ because 
‘dominant’ is less subjective than ‘significant and 
removes the possibility of multiple ‘significant’ pur-
poses.


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 guid-
ance to avoid any misunderstanding of the term.  
This explanation to be included in Basis for Con-
clusions


Decision to be made on whether to retain “likely to 
prevail” or whether to change to “more likely than 
not to prevail”

GTI Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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KPMG §601.4 A1  - Support


§R601.7.   - Support


§604.4.     - Support - but replace likely to prevail’ with more likely than not’ 


§R607.6.   - Support - but additional AM requested as to what it means to be 
an expert witness

164


212

§601.4 A1 - Noted


§R601.7 - Noted


§R604.4 - Decision to be made on whether to retain 
“likely to prevail” or whether to change to “more likely 
than not to prevail”


§R607.6 - No change.   Addressed in §607.7 A1 (b)

MAZARS Support §601.4 A1, §R604.4 and §R607.6


§R601.7 - No - do not support withdrawal of materiality if services are immater-
ial

§601.4 A1, §R604.4 and §R607.6 - Noted


§R601.7 - Noted - ISSUE B


MOORE Support Noted

NEXIA Singapore - No - because of absence of materiality qualifier.


South Africa - Support - §600.4 A1, R604.4 and R607.6


UK - raises clarity concerns


Argentina - No - because of absence of safeguards

Noted - No change

Respondent Comment/Issue Line 
No.

TF Approach
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PwC §601.4 A1 - Support


§R601.7 - Support


• Audit firms often help clients with the preparation of local statutory finan-
cial statements, which are required for local statutory reporting purposes 
or regulatory or tax compliance purposes. This work is performed in ac-
cordance with the independence requirements relating to non-PIE audit 
clients after any group audit reporting has been undertaken. 


• Recommend an exception from the resulting prohibition on preparing fin-
ancial 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. 


§R604.4 -  Supportive of proposal to prohibit certain services unless that 
“treatment has a basis in applicable tax law and regulation that is likely to pre-
vail”. However,


• in some markets the relevant tax law lacks the clarity, precedents or ad-
ministrative processes that would enable a firm to determine 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. 


• It would therefore 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. 


• It should be clarified that an auditor’s independence should not be con-
sidered impaired if the firm has complied with this requirement, but the tax 
treatment is subsequently successfully challenged by the tax authority. 

137


160

§601.4 A1 - Noted


§R601.7 - Noted - No change.  The intention is that 
the provision of accounting and bookkeeping ser-
vices to PIEs should be prohibited


§R604.4 - No change


‘Substantive authority’ (as described) should fall 
within existing language of paragraph.   Consider 
inclusion of comment in Basis for Conclusions


Respondent Comment/Issue Line 
No.

TF Approach

	 Agenda Item 3-D

	  of 176 233



	 NAS - Compilation of NAS ED Comments with Task Force Responses

	  IESBA Meeting (September 2020)

§R607.6 - The Board should clarify 


• The use of “advice” in §607.6 A1, and why this is different from the 
language of other sub-sections that contain examples of self-review 
threats, including providing assistance in the resolution of tax disputes, 
where “assistance” would normally include “advice”. 


• How references to “advice” are intended to interact with the general 
provision in 600.12 A1. 


• Whether §R607.9 prohibits the provision of assistance to PIEs in rela-
tion to the resolution of tax disputes beyond §R604.24. 


§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.


“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."  

214


223

§R607.6


(i) ‘advice’ replaced by ‘assistance’ 

(ii) Addressed by change in language


(iii)No


§R607.9 - Drafting revised

RSM Support
 Noted

SRA No comment
 -


Respondent Comment/Issue Line 
No.

TF Approach
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Others

CAQ Re subsection 601


• Support extant Code §601.3 A4

• Encourage removal of §601.2 A3 5th bullet - ‘Providing technical advice on 

accounting issues, including the conversion of existing financial statements 
from one financial reporting accounting framework to another’ - concerned 
that such advice would create a SRT 


Re subsection 604


• Support ‘have a basis in tax law that is likely to prevail’

123


164

See revisions to §601.2 A2 and A3


Decision to be made on whether to retain “likely to 
prevail” or whether to change to “more likely than not 
to prevail”

IAA No comment -

Respondent Comment/Issue Line 
No.

TF Approach
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SMPC §601.4 A1, §R601.7 and §R607.6 - Support


§R604.4 - No - because there is no globally agreed and unambiguous definition of 
the term “tax avoidance.” It seems to be an area that is best addressed by regu-
lators and legislators; rather than by a standard setter in a Code of Ethics 

155


.

Noted  


§R604.4 - The term ‘a significant purpose’ re-
placed with ‘the dominant purpose’ because 
‘dominant’ is less subjective than ‘significant and 
removes the possibility of multiple ‘significant’ pur-
poses.


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 guid-
ance to avoid any misunderstanding of the term.  
This explanation to be included in Basis for Con-
clusions


Decision to be made on whether to retain “likely to 
prevail” or whether to change to “more likely than 
not to prevail”

Respondent Comment/Issue Line 
No.

TF Approach
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11. Do you support the consequential amendments to Section 950 ? 

Respondent Comment/Issue Line 
No.

TF Approach

Regulators and Oversight Authorities (including MG members)

CEAOB No comment -

CMASA No comment -

IAASA No comment -

IFIAR No comment -

IOSCO No comment -

IRBA Support Noted

MAOB Support Noted

NASBA Support Noted

UKFRC We believe the same independence requirements should be applied to other pub-
lic interest assurance engagements as are applied to audit engagements 

267 No change to elevate §950.9 A1 and §950.9 A2 to 
requirements

Public Sector Organisations

AGNZ No comment -

AGSA Support Noted
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GAO Support subject to comments in response to Q8.
 Noted

Preparers and TCWG

JASBMA No comment -

National Standard Setters

APESB Support Noted

XRB (i) We consider that the proposed amendments to Section 950 could be 
more robust, and encourages the IESBA to consider further whether cer-
tain NAS provided to an assurance client that is a PIE should be prohib-
ited. 


(ii) We consider that the firm’s consideration of multiple NAS provided to an 
assurance client in paragraph §950.7 A1 should be elevated to a require-
ment consistent with §R600.10. 

262


265


Noted - 


(i) No change


(ii) No change

IFAC Member Bodies

ACCA & 
CAANZ

Support Noted

AE Support Noted

AICPA No comment -

ASSIREVA No comment -

Respondent Comment/Issue Line 
No.

TF Approach
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BICA Support Noted

CAI No comment -

CNCC Support Noted

CPAA Support Noted

CPAC Support Noted

EFAA Support Noted

FAR No comment -

HKICPA No comment -

IAA Support Noted

ICAB Support Noted

ICAEW Support Noted

ICAG Support Noted

ICAI Support Noted

ICAS Support - but suggest including a paragraph (similar to §600.7A1) in Section 950 
referencing to the relevant paragraphs in Section 900 i.e. §R900.13 and 
§R900.14. 


264 Accepted - §950.5 A1 added

ICPAR Support Noted

ICPAU Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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IDW Support - suggest AM at start of section to explain that what constitutes an ac-
ceptably 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). 

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

IMCP Support Noted

IPA Support Noted

ISCA Support Noted

JICPA Support Noted

KICPA Support Noted

MIA Support Noted

MICPA Support Noted

NBA No comment -

NBAAT Support Noted

NYSSCPA No comment -

SAICA Support Noted

SAIPA Support Noted

WPK Support
 Noted

ZICA No comment -

Firms

Respondent Comment/Issue Line 
No.

TF Approach
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BDO Support Noted

BKTI Support Noted

CROWE Support Noted

DTTL 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. 


(i) 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 re-
port for one intended user. 


(ii) We therefore do not support the addition of §950.9 A1 and A2.

(iii) Urge the Board to consider the public interest element of assurance en-

gagements as part of the PIE project that is currently underway. 

268 No change

EY Support


• Assurance services provided to an assurance client other than audit or re-
view have distinctly different characteristics, namely that the results of as-
surance services are often used for more discrete purposes and are often 
not made publicly available. With this in mind, we agree with the distinction 
made in proposed paragraph 950.9 A1 that expectations about a firm’s in-
dependence are heightened with 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.

269 Noted

GTI Support Noted

KPMG Concerned at §950.9 A2.  Recommend its removal 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.

270 §950.9 A2 revised to ensure it is clear that dis-
closure is to the relevant regulatory body 

Respondent Comment/Issue Line 
No.

TF Approach
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 Support Noted

MOORE Support subject to comments re equivalent provisions. Noted

RSM Support Noted

SRA No comment -

Others

CAQ No comment -

IIA No comment -

SMPC Support Noted

Respondent Comment/Issue Line 
No.

TF Approach
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12. Are there any other sections of the Code that warrant a conforming change as a result of the NAS project ? 

Respondent Comment/Issue Line 
No.

TF Approach

Regulators and Oversight Authorities (including MG members)

CEAOB No comment -

CMASA No comment -

IAASA No comment -

IFIAR No comment -

IOSCO No comment -

IRBA Yes. 


(i) §900.34 A2 - it would be useful to understand how a practitioner will de-
cide 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.


(ii) To easily understand the significant revisions envisioned to the Code, con-
sequential amendments to the Guide to the IESBA Code should be con-
sidered.


273


271

(I) No change


(II) To be taken forward by IESBA staff

MAOB No Noted

NASBA No Noted
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UKFRC No
 Noted

Public Sector Organisations

AGNZ No
 Noted

AGSA No
 Noted

GAO No Noted

Preparers and TCWG

JASBMA No comment
 -

National Standard Setters

APESB No
 Noted

XRB No Noted

IFAC Member Bodies

ACCA & 
CAANZ

No Noted

Respondent Comment/Issue Line 
No.

TF Approach
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AE (i) Important to address increasing importance of technology and the effect 
of its use


(ii) Consider need to review provisions governing breaches given likelihood of 
increased number of breaches.

13


110

(i) Addressed by establishment of Technology TF


(ii) No change - §R400.80 to §R400.89 provide ef-
fective regime to address breaches whether 
minor or not

AICPA No comment -

ASSIREVI No comment -

BICA No Noted

CAI No comment -

CNCC No Noted

CPAA No Noted

CPAC No Noted

EFAA No Noted

FAR No comment -

HKICPA No comment -

IAA No Noted

ICAB No Noted

ICAEW No Noted

ICAG No Noted

ICAI No Noted

Respondent Comment/Issue Line 
No.

TF Approach
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ICAS The 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. 

ISSUE A

ICPAR No Noted

ICPAU No Noted

IDW No Noted

IMCP No Noted

IPA No Noted

ISCA No Noted

JICPA No Noted

KICPA No Noted

MIA No Noted

MICPA No Noted

NBA No comment -

NBAAT No Noted

NYSSCPA No comment -

SAICA There is a need for a definition of NAS Noted - No change

SAIPA No Noted

WPK No Noted

ZICA No comment -

Respondent Comment/Issue Line 
No.

TF Approach
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Firms
BDO No Noted

BKTI No Noted

CROWE No Noted

DTTL No Noted

EY No Noted

GTI No Noted

KPMG No Noted

MAZARS No Noted

MOORE No Noted

NEXIA No comment -

PwC No comment -

RSM No Noted

SRA No comment -

Others

CAQ No comment -

IIA No comment -

SMPC No Noted

Respondent Comment/Issue Line 
No.

TF Approach

	 Agenda Item 3-D

	  of 190 233



	 NAS - Compilation of NAS ED Comments with Task Force Responses

	  IESBA Meeting (September 2020)

General Comments 

Respondent Comment/Issue Line 
No.

TF Approach

Regulators and Oversight Authorities (including MG members)
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CEAOB (i) §R400.32 and §R600.20 should recognise that certain services provided in 
a previous year will always impair an audit firm’s ability to accept appoint-
ment - designing or implementing internal control or risk management 
procedures, or a financial information technology system


(ii) §R600.21 - The prohibition in §R600.14 does not apply to parents of PIEs 
that are not listed.  Definition of related entities should be the same all 
PIEs. §R600.8 and §R600.10 should be applicable to the parents of all 
PIEs


(iii) §R601.5, §R605.6 and §R606.6 - EC prohibits such NAS in all circum-
stances.  Suggest more restrictive rules for these services.


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


(v) Suggest IESBA extends the prohibitions in sub-section 608 to include the 
provision of legal services that involve negotiating on behalf of a PIE.


(vi) Suggest IESBA reconsiders the approach taken in §R610.8 and sets more 
restrictive rules for the provision of services linked to the financing, capital 
structure and allocation and investment strategy of the audited entity.


(vii) Suggest IESBA includes further prohibitions to address human resource 
services in relation to the organisational design and cost control.


(viii)The use of professionals who are not members of the audit team (without 
other safeguards) would not be a sufficient safeguard to mitigate threats.  
Highlight that this approach should be part of a range of measures

114


225


232


244

(i) No change.  Not necessary - the services identi-
fied could only be permissible if provided in 
compliance with the Code’s provisions relating to 
non-PIEs (i.e. if the threats arising had been ad-
dressed by appropriate safeguards) and if anoth-
er firm re-performs the service to the extent ne-
cessary to take responsibility for the results of 
that service.  


(ii) ISSUE C 

(iii) Noted - No change


(iv) ISSUE E 

(v)   The TF considers that such concerns arise when 
the professional accountant is involved in negoti-
ations on behalf of an audit client (including advising 
on the approach to be taken).  As such circum-
stances give rise to an advocacy threat (not an SRT 
threat) or the role results in an assumption of man-
agement responsibility.  


The TF has addressed the issue by adding §608.5 
A3 

(vi) No reason to prohibit unless firm assumes man-
agement responsibility


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


(viii) ISSUE D

Respondent Comment/Issue Line 
No.

TF Approach
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CMASA (i) §R400.32 - 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. 


(ii) §R600.21.iv - add reference to the other threats that can be created by 
providing such services, and to what extent such services will be accept-
able. 


(iii) §601.2 A2 - when questions are raised in relation to financial statements, 
the auditor may be asked to help answering those questions. In such a 
case the auditor is likely to try to justify the current accounting treatments 
in the financial statements that had been audited by him/her,.


(iv) Generally - 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.) 

252


117


24


(i) 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 cir-
cumstances.


(ii) No change.  Not necessary given §600.9 A1 and 
A2


(iii) Noted


(iv) The proposed provisions focus on the service 
provided and not the way it is described or the 
type of engagement.

IAASA See CEAOB comments


(i) We encourage IESBA to prohibit the provision of internal audit services to 
any audited entity.

198

.

Noted - see above


(i) No change

Respondent Comment/Issue Line 
No.

TF Approach
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IFIAR (i) Do not support the use of professionals who are not audit team members 
to perform a service as a safeguard.


(ii) §R600.8 and §R400.12 should require application of law/legislation/regula-
tion - before application of the conceptual framework


(iii) §600.6 A1 should be a requirement.  Further that 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. 


(iv) §400.32 - Support.  Should be made clear that certain services provided in 
previous years will be conflicting and may impair the audit firm’s ability to 
be appointed to continue as auditor.

30


26


252

(i) ISSUE D 

(ii) No change.  Already addressed in §600.6 A1 and 
compliance with law and regulation is a require-
ment in §R100.3 (extant Code) and §R100.7 (in 
R&M text)


(iii) 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 state-
ments in other jurisdictions is covered by the 
requirement to comply with laws/regulations.  
Point is not limited to NAS


(iv) §R400.32 (b) added to address these concerns 
by introduction of the RITP test.  


Former conditions converted into examples of 
circumstances that would ‘cleanse’ the provi-
sion of NAS prior to appointment as auditor - 
see §400.32 A1 

Respondent Comment/Issue Line 
No.

TF Approach
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IOSCO (i) Does not believe that safeguards that rely on other professionals from the 
same firm are effective.  Supports safeguards set out in §600.21 A1


(ii) Encourage IESBA to review Code for areas where advocacy threats are 
present.


(iii) Code should apply to parents of non-listed PIEs (§400.20)


(iv) §R600.20 should recognise that certain services provided in a previous 
year will always impair an audit firm’s ability to accept appointment or con-
tinue as an auditor.


(v) §R603.4 appears to conflict with §600.14 as valuations involve significant 
degree of subjectivity

14


114


147


(i) ISSUE D 

(ii) No change -  


• §R600.8 requires compliance with conceptual 
framework.  


• §600.1 to §600.4 explain the role of the con-
ceptual framework - Section 120 - in identify-
ing, evaluating and addressing threats. 


• §R120.10 (c) provides that an engagement 
should be declined or ended if threats cannot 
be addressed.


(iii) ISSUE C 


(iv) No change.  Not necessary - the services identi-
fied could only be permissible if 


• provided in compliance with the Code’s pro-
visions relating to non-PIEs (i.e. if the threats 
arising had been addressed by appropriate 
safeguards) 


and 


• if another firm re-performs the service to the 
extent necessary to take responsibility for 
the results of that service.  


(v) No change - §R603.4 relates to non-PIEs; 
whereas §600.14 applies to PIEs.  Further cir-
cumstances where valuations do not involve 
subjectivity addressed in §603.4 A1

Respondent Comment/Issue Line 
No.

TF Approach
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IOSCO 
(cont)

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


(vii) No appropriate safeguard to address threat arising from valuation services 
that affect accounting records


(viii)§R604.10 is unrealistic as a tax calculation for deferred tax liabilities al-
ways gives rise to a SRT


(ix) Certain NAS (e.g.§R604.13) should be prohibited as materiality thresholds 
for tax planning and tax advisory services are difficult to define and en-
force.


(x) Code should be more explicit as to whether, and to what extent, it is per-
missible to provide internal audit services and then rely on work set out in 
ISA 620 


23


167


178


199

(vi) 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.


(vii) Noted - §R603.5 prohibits valuations fro PIEs


(viii) 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.


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


(ix) No change


• In case of PIEs, materiality has been excluded 
from consideration in the revised proposals.


• In case of non-PIEs, materiality retained for 
proportionality reasons.


(x) Given the wide range of activities that can com-
prise internal audit services (including relating to 
matters of an operational nature and not impact-
ing 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 ser-
vices 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.
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IOSCO (xi) §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.

231 • Acting as an advocate for a PIE is expressly pro-
hibited - §R608.9


• Acting as an advocate for a non-PIE is only permit-
ted if the amounts involved are immaterial

IRBA (i) §R400.32 and §R600.20 recognise that in some cases, certain services 
(such as internal audit) provided in previous years may impair the audit 
firm’s ability to be appointed as an auditor or to continue as an auditor. 
The Code appears to only refer to the current/forward-looking period and 
not what occurred in the previous year/s.  We encourage the Board to ad-
dress this concern.


- In considering whether the provision of NAS in previous periods may 
conflict with and impair the firm’s independence as auditor, the firm 
should consider the requirements of the IESBA Code with regard to in-
dependence of mind and independence in appearance. These require-
ments should be considered from the time that the decision is taken to 
approach an entity as a potential external audit client, where NAS are 
currently or recently provided. An example is that firms commonly use 
tender proposals for external audit services to demonstrate the syner-
gies that may be derived from the NAS work the firm is presently busy 
with or has recently concluded. These synergies include the knowledge 
and understanding of the entity’s business acquired through providing 
NAS; familiarity and experience of senior and other personnel who de-
livered the NAS at the future audit client and who would be included or 
available to be accessed as part of the engagement team to perform 
external audit services; and current relationships with management. 
These synergies could be touted as commercially relevant, but when 
viewed through the lens of a reasonable and informed third party, and by 
others, could be considered to be a significant threat to the firm’s as-
sessment of its independence. Of great practical concern, is that  firms 
tout these synergies as being beneficial  to the audit,  and therefore may 
not recognise at all, or may understate the threat that these synergies 
pose to the audit engagement.

114 
and

252

§R600.20


No change.  Not necessary - the services identified 
could only be permissible if 


• provided in compliance with the Code’s pro-
visions relating to non-PIEs (i.e. if the threats 
arising had been addressed by appropriate 
safeguards) 


and 


• if another firm re-performs the service to the 
extent necessary to take responsibility for 
the results of that service.  


§R400.32


§R400.32 (b) added to address these concerns by 
introduction of the RITP test.  


Former conditions converted into examples of 
circumstances that would ‘cleanse’ the provision 
of NAS prior to appointment as auditor - see 
§400.32 A1
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IRBA (cont) - In such an example, questions still remain regarding whether, first, the 
audit firm would be able to meet the requirements of the IESBA Code to 
be independent of mind and independent in appearance; and second, to 
demonstrate that the threat to independence was eliminated or reduced to 
an acceptable level. Furthermore, the limited documentation requirements 
in the IESBA Code (paragraph 600.40 A1 and R600.40) may place the 
burden of proof on inspectors or investigators to demonstrate that the re-
quirements have not been met, by furnishing evidence that contradicts the 
auditors claims of independence.


- The current proposals leave too much room for auditors to accept external 
audit engagements without demonstrating how the threats to independ-
ence were eliminated or reduced to an acceptable level.


- We invite the IESBA to further reinforce the proposed requirements by tak-
ing into consideration certain rules already in place in some territories, 
such as a mandatory cooling-off period on the audit of a PIE where intern-
al audit services were provided in prior years. This would help improve the 
consistency of the IESBA Code’s independence requirements across jur-
isdictions. In most circumstances, the provision of non-assurance ser-
vices, such as internal audit services, would create a self-review threat.


(ii) §601.2 A1 and 601.2 A2 - The responsibilities of the auditor described in 
§601.2 A2 appear to exceed the description of the responsibilities of man-
agement described in §601.2 A1. It is necessary that these responsibilities  
be  rebalanced,  so  that  the  primary  responsibility  rests  with  manage-
ment.


(iii) We support the proposal in the exposure draft to provide examples of 
safeguards that could be applied to address threats to independence. 
However, we are not convinced that “using professionals who are not audit 
team members to perform the service”, which is included in most of the 
situations, would be a sufficient safeguard.

120

.

(i) See above


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


(iii) ISSUE D 
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IRBA (cont) (iv) We do not believe that the proposals are 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 tar-
geted publications on these changes that can be used in workshops and 
discussions with the SMPs.


(v) §600.11 A2. With the limited documentation requirements in the Code, the 
burden of proof will be placed on inspectors or investigators.  This might 
result in the robust provisions not sufficiently driving the change in auditor 
behaviour that was originally envisioned.

20


25

(iv) No change.   Section to be included in Basis for 
Conclusions addressing SME/SMP concerns.


(v) The TF has added application material 
(§600.24 A1 ) highlighting the importance eviden-
cing the actions taken and any decisions 
reached.

MAOB No comment

NASBA No comment
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UKFRC (i) §600.16 A3 - ‘Confirmation’ is not a satisfactory safeguard because it 
would occur after the service has been provided


(ii) §R600.20 - Auditor should be required to evaluate the threats, eliminate 
them or apply safeguards where appropriate and, if threats cannot be re-
duced to a level that would be acceptable to a reasonable and informed 
third party, should not continue as auditor


(iii) §603.3 A1 - Replace ‘might’ with ‘will’.  The consideration is whether the 
threat can be reduced to an acceptable level.

91


114


144


(i) §600.16 A3 - reference to ‘confirmation’ de-
leted 

(ii) No change.  Not necessary - the services identi-
fied could only be permissible if 


• provided in compliance with the Code’s provi-
sions relating to non-PIEs (i.e. if the threats 
arising had been addressed by appropriate 
safeguards) 

and 


• if another firm re-performs the service to the 
extent necessary to take responsibility for the 
results of that service.  


(iii) No change.


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.


Some services will always create an SRT - e.g. 
undertaking accounting and bookkeeping ser-
vices.  Others will not - e.g. providing legal ad-
vice.


Valuations do not always create an SRT - for ex-
ample, clients request valuations for manage-
ment decision-making purposes - e.g. when as-
sessing the price to be offered in acquisition ne-
gotiations.  Such valuations are superseded if 
the transaction proceeds and so have no applic-
ation/relevance to the company’s financial 
statements. 
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UKFRC
(iv) §R604.19 - There should be an outright prohibition on providing valuations 

for tax purposes, consistent with the requirement in §R600.14


(v) §R605.3 and R605.6 - There should be an outright prohibition on providing 
internal audit services to an audit client


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


(vii) §R609.6 - should prohibit advising on the appointment or the remunera-
tion package of any director or employee of an audit client.


(viii)§R400.32 - The firm should be required to perform an assessment of the 
threats and whether they are acceptable in the view of an objective, reas-
onable and informed third party. 

189


198


233


235


251

(iv) No change


(v) No change. 


(vi) No change. 


(vii)§R609.6 revised 

(viii)§R400.32 (b) added to address these con-
cerns by introduction of the RITP test.   

Former conditions converted into examples of 
circumstances that would ‘cleanse’ the provi-
sion of NAS prior to appointment as auditor - 
see §400.32 A1

Public Sector Organizations

AGNZ No comment -

AGSA No comment -

GAO No comment -

Preparers & TCWG

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


(i) ISSUE E

National Standard Setters
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APESB Subsection 601


(i) Support §R601.5 - but remove “if the provision of such accounting and 
bookkeeping services will create a self-review threat” as §601.3 A1 estab-
lishes that providing accounting and bookkeeping services creates a SRT 
where the service affects the financial statements being audited.


(ii) It is important to definitively state that a SRT is created when the NAS im-
pacts the accounting records or financial statements on which the firm will 
express an audit opinion.


Subsection 603


(i) §603.3 A1 is drafted differently from the equivalent §601.3 A1. While it is 
possible that a valuation service may not impact the financial statements 
being audited, we believe it is important to be clear that when it does im-
pact the financial statements, it will create a SRT. Suggest amending 
paragraph as follows:


“Providing a valuation service to an audit client might creates a self-re-
view threat when the results of the service will affect the accounting re-
cords or the financial statements on which the firm will express an opin-
ion. Such services might also create an advocacy threat.” 

(ii) Suggest amending §R603.5 as follows:


“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 accept-
able level.”

140


.


144


149

(i) Accepted - see revision to §601.5 

(ii) Noted


(i) No change.


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.


Valuations do not always create an SRT - for ex-
ample, clients request valuations for manage-
ment decision-making purposes - e.g. when as-
sessing the price to be offered in acquisition ne-
gotiations.  Such valuations are superseded if 
the transaction proceeds and so have no applic-
ation/relevance to the company’s financial 
statements.  


(ii) No change.


Having carefully reviewed the proposed formula-
tion, 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 ser-
vice will create an SRT.
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APESB 
(cont)

Subsection 604


(i) §604.3 A1 is drafted differently from §601.3 A1.   Although it is possible 
that certain tax services may not impact the financial statements being 
audited, it is important to be clear that when a service does impact the 
financial statements, it will create a SRT. Suggests amending §604.3 A1 as 
follows:


“Providing tax services to an audit 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 advocacy threat.” 

(ii) Support removal of the materiality qualifier in §R604.10 However, the in-
clusion of the qualifier “if such calculations will create a self-review threat” 
is unnecessary.


Tax advisory and tax planning services


(i) §604.12 A1 is drafted differently from §601.3 A1.  Although it is possible 
that some tax advisory and tax planning services may not impact the fin-
ancial statements being audited, it is important to be clear  that when a 
service does impact the financial statements that it will create a SRT.  
Suggest amending §604.12 A1 as follows:


“Providing tax advisory and tax planning services to an audit 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 advocacy 
threat.”

152


167


168

(i) No change - see discussion at #144


(ii) 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.


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


(i) No change - see discussion at #144

Respondent Comment/Issue Line 
No.

TF Approach

	 Agenda Item 3-D

	  of 203 233



	 NAS - Compilation of NAS ED Comments with Task Force Responses

	  IESBA Meeting (September 2020)

APESB 
(cont)

(ii) Suggest amending §R604.15 as follows:


“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 pub-
lic 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.” 

Tax Services involving Valuations


(i) §604.17 A1 is drafted differently from §601.3 A1.  Suggest amending 
§604.17 A1 to ensure consistency with other provisions in the Code:


“Providing valuation for tax purposes to an audit client 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.” 

(ii) The AM in §604.17 A2 creates subjectivity by proposing differentiating re-
quirements between valuation services for tax purposes that have no im-
pact on the financial statements other than accounting entries relating to 
tax (where proposed paragraphs 604.16 A1 to 604.19 A1 apply) and valu-
ation 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.

183


185


187


(ii) No change.


Having carefully reviewed the proposed formula-
tion, 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 ser-
vice will create an SRT


(i) No change - see discussion at #144


(ii) No change.  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 ex-
ternal review by the appropriate authority en-
sures the integrity of the valuation 
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APESB 
(cont)

Assistance in the resolution of tax disputes


(i) §604.21 A1 does not include the words “when the results of the services 
will affect the accounting records or the financial statements on which the 
firm will express an opinion.” To be drafted consistently to other para-
graphs (as marked-up below),


“Providing assistance in the resolution of a tax dispute to an audit 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 ad-
vocacy threat.” 

(ii) §R604.24 could then be simplified as follows:


“A firm or a network firm shall not provide assistance in the resolution of 
tax disputes that will affect the accounting records or financial state-
ments 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 re-
duced to an acceptable level.” 

Subsection 605


(i) §605.4 A1 is drafted differently from §601.3 A1.  Although it is possible 
that some internal audit services may not impact the financial statements 
being audited, it is important to be clear that when a service does impact 
the financial statements that it will create a SRT.  Suggest amending 
§605.4 A1 as follows:


“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.”

194


196


202


(i) No change - see discussion at #144


(ii) No change.


Having carefully reviewed the proposed formula-
tion, 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 ser-
vice will create an SRT


(i) No change - see discussion at #144
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APESB 
(cont)

(ii) §R605.6 could then be simplified as follows:


“A firm or a network firm shall not provide internal audit 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 services will create a self-review threat in rela-
tion to the audit of the financial statements on which the firm will ex-
press an opinion that cannot be eliminated or reduced to an acceptable 
level.” 

Subsection 606

 


(i) §606.4 A1 is drafted differently from §601.3 A1. Although it is possible that 
some information technology systems services may not impact the finan-
cial statements being audited, it is important to be clear that when a ser-
vice does impact the financial statements that it will create a SRT.  Sug-
gest amending §606.4 A1 as follows:


“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.” 

(ii) §R606.6 could then be simplified as follows:


“A firm or a network firm shall not provide IT systems 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 rela-
tion to the audit of the financial statements on which the firm will ex-
press an opinion that cannot be eliminated or reduced to an acceptable 
level.”

203


206


208

(ii) No change.


Having carefully reviewed the proposed formula-
tion, 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 ser-
vice will create an SRT


(i) No change - see discussion at #144


(ii) No change.


Having carefully reviewed the proposed formula-
tion, 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 ser-
vice will create an SRT
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APESB 
(cont)

Subsection 607


(i) §607.3 A1 is drafted differently from §601.3 A1. Although it is possible that 
some litigation support services may not impact the financial statements 
being audited, it is important to be clear that when a service does impact 
the financial statements that it will create a SRT.  Suggest amending 
§607.3 A1 as follows:


“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.” 

(ii) §R607.6 could then be simplified as follows:


“A firm or a network firm shall not provide litigation support 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 en-
tity 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 accept-
able level.” 

Subsection 608


(i) §608.3 A1 is drafted differently from §601.3 A1. Although it is possible that 
some legal services may not impact the financial statements being 
audited, it is important to be clear that when a service does impact the 
financial statements that it will create a SRT.  Suggest amending §608.3 
A1 as follows:


“Providing legal 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.”

210


215


226

(i) No change - see discussion at #144


(ii) No change.


Having carefully reviewed the proposed formula-
tion, 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 ser-
vice will create an SRT


(i) No change - see discussion at #144
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APESB 
(cont)

(ii) §R608.6 could then be simplified as follows:


“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 rela-
tion to the audit of the financial statements on which the firm will ex-
press an opinion that cannot be eliminated or reduced to an acceptable 
level” 

Subsection 610


(i) §610.3 A1 is drafted differently from §601.3 A1. Although it is possible that 
some corporate finance services may not impact the financial statements 
being audited, it is important to be clear that when a service does impact 
the financial statements that it will create a SRT.  Suggest amending:


“Providing corporate finance 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.” 

(ii) §R610.8 could then be simplified as follows:


“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 accept-
able level.” 

(iii) §R610.6 - The prohibition should be extended to any threat, and the re-
lated guidance material could address the most relevant threats.

227


238


246


241

(ii) No change.


Having carefully reviewed the proposed formula-
tion, 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 ser-
vice will create an SRT


(i) No change - see discussion at #144


(ii) No change.


Having carefully reviewed the proposed formula-
tion, 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 ser-
vice will create an SRT


(iii) No change - the prohibition applies irrespective 
of the nature of the threat
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APESB 
(cont)

R400.32 - The provision would be more precise if it were broken into the two 
likely scenarios being: 


The NAS has been provided in the same period that the audit is being under-
taken; and

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 engagement.


In relation to (b), the NAS will have been subjected to auditing procedures by an-
other 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 safe-
guard 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.


Firms are unlikely to engage a third party to review a first-year audit -query 
whether that option is feasible.

253 See revised §R400.32 and §400.32 A1
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XRB (i) §R400.32 


• There are practical challenges in implementing the new 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 pro-
cedures sufficient to take responsibility for the result of the NAS. In smal-
ler markets, firms already face challenges in managing the services 
provided to clients.


• Further, the NZAuASB is concerned about the implications of the re-
quirement to engage a professional accountant, who is not a member of 
the firm expressing the opinion, to perform a review of the first audit en-
gagement affected by the SRT that is equivalent to an engagement qual-
ity review. The proposal in the Code is clear that the provision of a NAS 
to an audit client that is a PIE is prohibited if a SRT will be created in rela-
tion to the financial statements on which the firm will express an opinion. 
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. 

255

.

See revised §R400.32 and §400.32 A1

IFAC Member Bodies

ACCA & 
CAANZ

(i) §R400.32 - question whether the proposal to use an external party is prac-
tical - urge IESBA to consider other solutions.

260 See revised §R400.32 and §400.32 A1

AE No comment -
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AICPA (i) §601.2 A3


• Suggest deleting “Providing technical advice on accounting issues, in-
cluding 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 pro-
cess could result in the performance of a NAS that creates a SRT. 


• If IESBA prefers to retain the example, recommend that IESBA edit the 
example so that it only addresses converting existing financial state-
ments from one financial reporting framework to another.


(ii) §607.6 A1


• Support - but add example of permitted litigation support service - in-
ternal investigations directed by TCWG.


(iii) §607.7 A3


• Add additional exception - where service provided to provided to a large 
group 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 mem-
bers 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 ap-
prove the selection of the expert witness. 


(iv) §610.2 A1

• Recommend removal of due diligence services from description of cor-

porate finance services

123


216


220


237

(i) See revisions to §601.2 A2 and A3 


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


(iii) Additional exception added to §607.7 A3 

(iv) Reference to due diligence deleted
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ASSIREVI (i) §601.2 A3 - Delete ‘providing technical advice’ as cannot be regarded as 
accounting and bookkeeping service


(ii) §604.12 A2 - Amend ‘likely to prevail’ to ‘more likely than not to prevail’


(iii) Recommend removal of due diligence services from description of corpor-
ate finance services in §610.2 A1

123


164


237

(i) See revisions to §601.2 A2 and A3 

(ii) Decision to be made on whether to retain “likely 
to prevail” or whether to change to “more likely 
than not to prevail”


(iii) Reference to due diligence deleted

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


(ii) §600.20 (a) - delete ‘not’


(iii) §601.2 A1 - 3rd bullet should not include ‘approving journal entries’ - as 
that is a management responsibility


(iv) §603.3 A2 - remove consideration of whether report will be made public 
from 2nd bullet 


(v) §604.2 A2 - Add last sentence - “Firms should assess the nature and 
scope of these services and apply paragraphs in the Code applicable to 
the categories considered relevant to them’


(vi) §604.14 A1/§604.15 A1 - remove reference to pre-clearance by tax au-
thorities in 3rd and 2nd bullets respectively


(vii) §604.22 A1 - remove whether proceedings will be heard in public from 
consideration

46


145


150


182


195

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


(ii) Noted - No change.  The intention is to refer to 
non-PIEs


(iii) Comment not understood


(iv) Whether a valuation will be made public is relev-
ant when assessing the possible advocacy 
threat.


(v) No change.   Already addressed in §604.1 


(vi) No change.  Pre-clearance, if available, would be 
an effective safeguard


(vii) No change - It is an appropriate factor to be 
considered

CAI No comment -

CNCC No comment -
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CPAA (i) §R601.4 (b) - 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)  

(ii) §R400.32 - No - the requirement is a prohibition based on a potential 
threat rather than being based on the fact that there are no available safe-
guards to reduce the threat to an acceptable level. Question whether the 
measures at R400.32 (c) would be able to be practically implemented. 

134


260

(i) No change.  Threats can be ‘addressed’ by safe-
guards - see §R120.10 and §120.10 A2


(ii) See revised §R400.32 and §400.32 A1

CPAC No comment

EFAA (i) §R400.32 - question whether the proposals are practical or necessary - 
urge IESBA to consider other solutions.

261 See revised §R400.32 and §400.32 A1

FAR No comment -

HKICPA No comment -

IAA (i) Small and medium size practices will have difficulties due to scarce re-
sources and because English is not their mother language.


(ii) Developing nations - They face difficulties due to lack of access due to 
poor communication (internet), cost, translation and because English is 
not their mother language.


(iii) Translation - as above

(i) Noted


(ii) Noted


(iii) Noted

ICAB No comment -

ICAEW (i) Litigation support - is §607.7 A2 an exception to §R607.9


(ii) §R400.32 - 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 pro-
hibition.”

217


257

(i) 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)


(ii) See revised §R400.32 and §400.32 A1
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ICAG No comment -

ICAI No comment -
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ICAS (i) §R604.19 contains 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 subsec-
tion, at §R603.5, there is a prohibition on valuation services for public in-
terest entities. There is also a prohibition on valuations for non-PIEs unless 
the valuation does not involve a significant degree of subjectivity (para-
graphs 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 benefi-
cial to users of the Code for this to be highlighted in Section 600.


(ii) §R600.8 “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. 


(iii) §600.7 A1 does not mention the prohibition other than in the title. A sen-
tence should be added at start of the paragraph as below. 


“In accordance with para R400.13, a firm or network firm shall not as-
sume a management responsibility for an audit client. When a firm or 
network firm provides a non-assurance service to an audit client, includ-
ing providing advice and recommendations as part of such a service, 
there is a risk that a firm or a network firm will assume a management 
responsibility unless the firm or network firm is satisfied that the re-
quirements in R400.14 have been complied with.”  

(iv) §600.9 A1 – It would be helpful to signpost the specific requirements when 
there is a self-review threat in this paragraph, for example, as below: 


“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.” 

191


31


29


32


(i) No change.   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 ensures the integrity of the valuation.


(ii) No change.  §R600.8 has been positioned in or-
der to emphasise that applying the conceptual 
framework does not arise until §600.6 A1 and 
§607.1 A1 have been satisfied


(iii) Heading revised - “Risk of Assuming Man-
agement Responsibilities when Providing a 
Non-Assurance Service” 

(iv) No change.  Not considered necessary
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ICAS (cont) (v) The application material in §603.2 A2 and §604.17 A2 both relate to the 
situation when a firm or network firm performs a valuation for tax pur-
poses. However, we believe §604.17 A2 is clearer than §603.2 A2 and it 
might be helpful if the wording in §604.17 A2 is replicated in §603.2 A2. 

143 (v) §603.2 A2 revised

ICPAR No comment -

ICPAU No comment -

IDW §R400.32


(i) 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. 


(ii) Support §R400.32 (a). 


(iii) 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. 


(iv) 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. 

(i) - (iv)  See revised §R400.32 and §400.32 A1 

(iii) ISSUE D 

IMCP No comment -

IPA No comment -
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ISCA (i) §601.2 A3 - Delete reference to technical accounting advice - does not have a 
direct linkage with preparation of financial statements.


(ii) §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 relevant for these services. 


 Technical assistance on matters such as resolving account reconciliations 


• Discussing how to resolve account reconciliation problems” is an example 
of a dialogue between the firm and the audit client management during the 
“audit process” under paragraph 601.2 A2.   


• “Providing technical assistance on matters such as resolving account recon-
ciliation problems” is an example of an “accounting and book-keeping” ser-
vice under paragraph 601.2 A3.  

 Technical advice on accounting issues, including GAAP conversion


• Discussing how to convert existing financial statements from one financial 
reporting framework to another” is an example of a dialogue between the 
firm and the audit client management during the “audit process” under 
paragraph 601.2 A2. 


• “Providing technical advice on accounting issues, including the conversion 
of existing financial statements from one financial reporting framework to 
another” is an example of an “accounting and book-keeping” service under 
paragraph 601.2 A3.  

Technical advice on accounting issues


• Proposing adjusting journal entries arising from audit findings” is analogous 
to providing technical advice on accounting issues, and is an example of a 
dialogue between the firm and the audit client management during the “audit 
process” under paragraph 601.2 A2.  

• ”Providing technical advice on accounting issues” is an example of an “ac-
counting and book-keeping” service under paragraph 601.2 A3.  

123


122


(i) See revisions to §601.2 A2 and A3


(ii) §601.2 A2 addresses engagement between aud-
itor and audit client that arise in the course of the 
audit. 


§601.2 A3 addresses non-assurance engage-
ments that are undertaken on a separate basis, 
distinct from the audit.  


§601.2 A3 revised to clarify the difference
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ISCA (cont) 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. 


(iii) 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...”? 

190 (iii)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   

JICPA (i) Suggest that the last sentence of §601.2 A2 is repeated in §601.2 A3


(ii) Consideration needs to be given to appropriate transitional measures

121 (i) No change.  §601.2 A3 describes the service 
being considered and so there is no need to re-
peat the last sentence of §601.2 A2


(ii) ISSUE A

KICPA No comment -

MIA No comment -

MICPA No comment -

NBA No comment -

NBAAT (i) For developing nations complications may arise for medium and small 
audit firms where it may be difficult to introduce restrictions on acceptance 
of NAS due to limited number of available clients 

ISSUE A
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NYSSCPA (i) Use of persons other than the audit team as a safeguard - ‘The ability of a 
firm to enact effective separation in this way will be highly dependent on 
the size of the firm.  For example, a multi-office firm is more likely to be 
able to adequately separate the performance of NAS from assurance ser-
vices by utilizing staff from other offices.  However, in a single-office firm, 
where there are not clear distinctions between those who perform assur-
ance services and those who perform NAS, we believe effectively imple-
menting this safeguard will be difficult”

ISSUE D

SAICA No comment -

SAIPA No comment -

WPK (i) Concerned at proposal to disallow use of non-audit team members from 
the same firm as a safeguard.

ISSUE D

ZICA No comment -

Firms

BDO (i) §R604.19 - Suggest converting exception into an example of what would 
not create a SRT


(ii) Subsection 607 - permit services involving an internal investigation at dir-
ection of TCWG


(iii) §600.9 A2 - the term ‘manner’ is not clear - and should be revised.

192


216


36

(i) No change.  Those circumstances do not remove 
the SRT.   However, they remove any threat to 
the integrity of the valuation.


(ii) No change.  Undertaking an internal investigation 
as directed by TCWG would not remove the SRT 
as the audit team might have to review the out-
come of that investigation.


(iii) Text revised to provide guidance
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BKTI (i) Re §R400.32


• Clarify that all three options are mutually exclusive

• §R400.32 (c) is unrealistic

• Same comment applies to §600.20 A1


(ii) §600.6 A1 - Why here?  Applies to whole Code


(iii) §900.34 A1/A2 - Unnecessary - suggest deletion.

258


27


272

(i) See revised §R400.32 and §400.32 A1 

(ii) No change.  §R600.8 has been positioned in or-
der to emphasise that applying the conceptual 
framework does not arise until §600.6 A1 and 
§607.1 A1 have been satisfied


(iii) No change - Relevant to ensure TCWG have 
complete awareness of extent of relationship 
between auditor and audit client

CROWE No comment -
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DTTL (i) The Code should distinguish between the performance of bookkeeping 
and accounting activities which create a SRT, and the provision of tech-
nical advice and assistance to the audit client in connection with account-
ing matters. The Board might place this guidance in Section 400 in the 
same manner as the Management Responsibilities language to emphasize 
these activities are consistent with the role of the auditor which would en-
hance consistency in interpretation of the Code. 


(ii) §601.3 A1 - The definition of accounting and bookkeeping service should 
not risk sweeping in the important accounting services provided by audit-
ors. Suggest the following amendments: 


§601.2 A2 

The audit process necessitates dialogue between the firm and the man-
agement of the audit client, which might involve:  

• Applying accounting standards or policies and financial statement dis-
closure requirements.  

• Assessing the appropriateness of financial and accounting control and 
the methods used in determining the stated amounts of assets and 
liabilities in the financial statements and related disclosures.  

• Proposing adjusting journal entries arising from audit findings.  
• Responding to questions relating to accounting standards, their ap-

plication and financial reporting.  
• Discussing findings on internal controls over financial reporting and 

processes, and recommending  
improvements.  

• Discussing how to resolve account reconciliation problems.  

124 (i) - (iii).  See revisions to §601.2 A2 and A3 
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DTTL (cont) (iii) The last two bullet points of 601.2 A3 appear to imply an outcome contra-
dictory to the prior paragraph.  It is important not to undermine the role of 
the auditor in providing technical advice to the audit client in connection 
with accounting matters.  Suggest the following amendments: 

§601.2 A3 

Accounting and bookkeeping services comprise a broad range of services 
including:  

• Preparing accounting records or financial statements.  
• Recording transactions.  
• Payroll services.  
• Providing technical assistance on matters such as rResolving account 

reconciliation problems.  
• Providing technical advice on accounting issues, including the conver-

sion of Converting existing financial statements from one financial re-
porting framework to another.  

(iv) §604.6 A1/R604.19 - Although based on the wording in the extant Code, 
the former refers to tax returns being “subject to whatever review or ap-
proval process the tax authority considers appropriate” and the latter refers 
to a tax valuation being “subject to external review by a tax authority or 
similar regulatory authority.” 


It would provide clarity around the expected review process, and recognize 
that tax authorities may have varying valid review processes, to align the 
last sentence in §R604.19 with the wording in §604.6 A1 as follows: “...and 
the valuation is subject to whatever review or approval process the external 
review by a tax authority considers appropriate or similar regulatory author-
ity.” 


(v) §607.7 A2 - Suggest that proposed paragraph 607.7 A2 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”. 

190


218

(iv) No change 


Under §R604.19 the valuation is prohibited un-
less 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 re-
turns submitted  


(v) No change.  Text is based on AICPA guidance
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DTTL (cont) (vi) §610.2 A1 - Concerned at addition of “performing due diligence in relation 
to potential acquisitions and disposals” amongst the list of corporate fin-
ance services, when these services are not by their nature corporate fin-
ance 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.  This is supported by the SEC’s requirements around fee disclos-
ures which considers due diligence to be an “audit-related service.” The 
service does not create a self-review threat as it involves the examination 
and assessment of historical financial information of an entity that is not 
yet, and may not become, a related entity of the entity upon whose finan-
cial statements the firms is opining. 


If due diligence is retained in Section 610, to avoid any misinterpretation 
we recommend including specific application guidance to explain that per-
forming due diligence in relation to potential acquisitions and disposals 
does not generally create a SRT, similar to the statement made in §604.6 
A1 with respect to tax return preparation or re-locate the services to a new 
section that addresses various services generally provided by the auditor.


(vii) With the exception of the case referenced in §R610.5, it is also unclear 
how other corporate finance services that are listed as examples might 
create a SRT.  Additional examples , such as in §608.6 A1, would be use-
ful.  Otherwise delete §R610.8


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


(a) Whether the results of the services have been subject to audit pro-
cedures 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.  

237


245


250

(vi) Reference to due diligence deleted 

(vii) No change.  Any work related to or involving as-
sessments/valuations of assets or work-in-pro-
gress might give rise to a SRT


(viii)

(a) §400.31 A3 added 

(b) Materiality qualifier removed as a matter of 
principle  

(c) Already included in §400.31 A2
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DTTL (cont) (ix) §400.13 A2 - Suggest an amendment to the statement that assuming a 
management responsibility creates a SRT. Based on the definition of a 
SRT in Section 600, this would not always be the case. For instance, mak-
ing 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.”


Suggest the following editorial changes to enhance clarity, and in some cases 
consistency with other parts of the Code: 


(a) §600.16 A2: Recommend deleting this paragraph as it does not seem 
consistent with the restructured Code format.   §600.16 A1 contains suffi-
cient reference to the conceptual framework in Section 120 and the in-
formation in §600.16 A2 is also covered in §600.16 A3 and §600.16 A4. 


(b) Amend §R600.18 as follows for clarity and consistency with R600.19 
which refers to “unless those charged with governance of the public in-
terest entity concur...”: 


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

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


(d) 603.2 A2 - “If a firm or a network firm is requested to perform a valuation to 
assist an audit client with its tax reporting obligations or for tax planning 
purposes and the results of the valuation only affect only the accounting 
records or the financial statements through accounting entries related to 
tax, the requirement and application material set out in paragraphs 604.16 
A1 604.17 A1 to 604.19 A1, relating to such services, apply.” 

247


89


97


113


146


(ix) No change - whilst the example given might not 
create a SRT, the proposed change would in-
volve a change from the extant Code which 
would not be appropriate


(a) No change.  The paragraph provides the lead in 
to §600.16 A3 and A4


(b) §R600.18 - 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) 

(c) No change.  The extant drafting 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.  


(d) Reference to section 604 in §603.2 A2 revised 
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DTTL (cont) (e) In various sections, a separate paragraph has been added to describe 
safeguards to address advocacy threats for PIEs (as there are no safe-
guards 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 mak-
ing 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 ...” 


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


(g) 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. 


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


(i) The subheadings for the entire section should be reconsidered. 

119


166


228


236

(e) Accepted - relevant paras revised 

(f) Accepted - first sentence of §604.9 A1 deleted 

(g) Accepted - §608.6 A1 moved to become 
§608.5 A2 

(h) and (i)  Headings reviewed and revised

EY (i) §R400.32 - Concerned that withdrawing the materiality qualifier 
could unintentionally and unnecessarily limit the choice an enter-
prise has for an audit firm when applying the requirement in pro-
posed paragraph R400.32 . It would be in the public’s interest to al-
low 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 
element s for which a SRT exists when the matter is not material.

(i) ISSUE B
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EY (ii) §900.34 A2 - 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 inde-
pendence matters with respect to assurance engagements other 
than audits and reviews. Unlike audit and review engagements, as-
surance 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 where 
TCWG do not regard it as necessary to consider the service.

(iii) §601.2 A3 - It is not appropriate to include providing technical ad-
vice on accounting issues as an example of an accounting and 
bookkeeping services (5th bullet point of proposed §601.2 A3). In its 
Mapping Table, the IESBA describes the changes to extant para-
graphs 601.3 A3 and A4 as a drafting refinement with no change in 
substance. However, we disagree and believe the changes create a 
significant change in substance since providing technical advice per 
the extant Code §601.4 A4 does not usually create threats provided 
that neither the firm nor network firm assumes a management re-
sponsibility.  At what point does a dialogue (§601.2 A3) become ad-
vice and recommendations?If management takes responsibility for 
decisions made, and this is executed truly in the spirit of recom-
mendations, then we would not see a self-review threat.  For these 
reasons, recommend removing the 5th bullet point of§601.2 A3.

(iv) §610.2 A1 - Due diligence is not a corporate financial service and 
should be omitted from §610.2 A1. Due diligence services involve 
evaluating historical information in support of a potential transac-
tion. These services are typically best performed by the auditor and 
do not give rise to threats to fundamental principles. On the other 
hand, the objective of corporate finance services is typically to as-
sist client in addressing business operations and corporate finance 
issues.

272


123


237

(ii) No change.  Relevant to ensure TCWG have 
complete awareness of extent of relationship 
between auditor and audit client


(iii) See revisions to §601.2 A2 and A3


(iv) Reference to due diligence deleted
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GTI §610.2 A1 - Recommend removal of due diligence services from description of 
corporate finance services

237 Reference to due diligence deleted
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KPMG (i) §601.2 A3 - Recommend deletion of reference to technical advice on ac-
counting issues as such advice does not have direct linkage to preparation 
of financial statements.  Also consider current SEC regulations (which do 
not include technical advice in examples of bookkeeping etc.) and speech 
at 2007 AICPA National Conference on current SEC and PCAOB Devel-
opments.


(ii) §604.18 A1 - suggest amending to ‘valuation, as incorporated in a tax re-
turn or other filing, is subject to review’


(iii) §604.21 A1 - amend to add “when the results of the services will affect the 
accounting records or the financial statements on which the firm will ex-
press an opinion.”  

(iv) §R604.24 - 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 


(v) §610.2 A1 - Recommend removal of due diligence services from descrip-
tion of corporate finance services


(vi) §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.  

(vii) Consider implementation period given range and extent of proposals that 
are in course


(viii) §400.32 


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


• Does ‘another firm’ under (c) allow for a network firm to perform the en-
gagement contemplated ? 

123


188


194


197


237


239


259

(i) See revisions to §601.2 A2 and A3 


(ii) §604.18 A1 revised as suggested 

(iii) No change - see discussion at #144


(iv) No change.   A SRT arises, for example, if a firm 
has taken a position on a dispute which has not 
been resolved and the consequences of the out-
come of the dispute are to be reflected in the 
financial statements which the firm will audit.


(v) Reference to due diligence deleted 

(vi) Accepted - deleted 

(vii) ISSUE A 

(viii) Noted 


(a) No comment


(b) Addressed in revision to §R432.32 (c)  


MAZARS No comment -
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MOORE No comment -

NEXIA No comment -
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PwC (i) Amend the second example in §608.6 A1 (legal advice - interpreting provi-
sions in contracts) to make it clear that a self-review 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. 


(ii) §R950.9 -. While there might be raised expectations regarding independ-
ence in relation to these entities, we believe that there are practical limita-
tions 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. If 
the firm, in communication with those charged with governance, are satis-
fied 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. 


Editorial and similar comments 

    


(iii) §600.9 A2 + §950.6 A2 - Clarify what is meant by the “manner” in which 
the service will be provided. 


(iv) §601.2 A3 - “Providing technical advice on accounting issues, including 
the conversion of existing financial statements from one financial reporting 
framework to another” has been added. Substantively the same service 
“Discussing how to convert existing financial statements from one financial 
reporting framework to another” is appropriately included in §601.2 A2 as 
part of the audit process that does not usually create threats. This is con-
fusing and requires clarity if it is intended to represent different services. 
The former is presumably “doing the work”


(v) §601.4 A1  - Amend to read “The firm or a network firm...” ; Insert “a” be-
fore “management” in 3rd line.


(vi) §604.7 A1 - Replace “This service” by “Tax calculation services...”

229


266


36


123


136


165

(i) No change.  The purpose of the quantification is 
irrelevant - once undertaken, it becomes inform-
ation that the audit team might need to review.


(ii) No change.  The purpose of the quantification is 
irrelevant - once undertaken, it becomes inform-
ation that the audit team might need to review.


(iii) See revised text 

(iv) See revisions to §601.2 A2 and A3  

(v) See revisions to §601.2 A2 and §601.4 A1 

(vi) See revision to §604.7 A1 
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PwC (cont) (vii) §604.9 A1 - The first sentence duplicates §604.8 A1 and arguably is not 
needed.


(viii)§604.16 A1 - Amend “and include” to “including” to refer more clearly to 
the range of circumstances, not the services themselves.


(ix) §604.17 A1 - Replace “Providing valuation” with “performing valuation...” 
to be internally consistent. 


(x) §R606.3 - Heading needed as this paragraph does not relate to the de-
scription of the service.


(xi) §606.5 A1 and R606.6 - The headings should be in italics.


(xii) §608.6 A2 - Replace “legal advisory services” with “legal advice” to be in-
ternally consistent


(xiii)§609.4 A1 - The first sentence would seem to fit better as a lead-in to 
§R609.4.


(xiv)§R610.5 - The second part of this para seems to be included in error.


(xv)610.2 A1 - We are surprised to see the addition of “Performing due dili-
gence” in this paragraph as we do not regard this service as a “corporate 
finance service” given the nature of the work performed. Further we note 
that rarely would such a service give rise to a self-review threat given the 
nature of the service. Indeed, these services can enhance the quality of an 
audit and generally involve investigation-type procedures intended to bet-
ter inform management’s due diligence process but do not form part of 
their decision making itself.

166


184


186


204


207


230


234


237


(vii) Accepted - first sentence of §604.9 A1 de-
leted 

(viii)Accepted - see revision to §604.16 A1 Noted - 
No change  

(ix) No change


(x) Amended 

(xi)  Amended 

(xii) Amended 

(xiii)Amended 

(xiv) Not understood


(xv) Reference to due diligence deleted
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RSM (i) Consider §600.11 A2 conflicts with §601.3 A1 which refers to services 
creating a SRT when such services affect accounting records/financial 
statements ‘on which firm will express opinion’ - no mention of audit pro-
cedures or reliance etc. on judgments made.  Contrast with §601.3 A1 and 
§604.3 A1 which include ‘might’


(ii) §604.19 - suggested revision to avoid apparent contradiction with 
§R600.14 - “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 cre-
ate 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:...” 


(iii) Suggest amending §601.3 A1 and §604.8 A1 to state that such services 
“create a self-review threat where the factors set out in R600.14A apply”. 

126


193

(i) No change.  The provision of such services does 
create a SRT


(ii) Accepted - see revised §R604.19 

(iii) Drafting suggestions considered in conjunction 
with revisions to text of §R600.13

SRA No comment -

Others

CAQ (i) Recommend removal of due diligence services from description of corpor-
ate finance services in §610.2 A1

237 Reference to due diligence deleted
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IIA (i) §605.2 - Urges IESBA to use IIA definition of internal auditing 


(ii) §R605.3 - Disagrees with reference to ‘preferably senior management’ be-
ing responsible for internal audit services


(iii) §R605.3 - Concerned that auditor firms should not assume responsibility 
for any of the matters identified

200


201


201

(i) Noted - Refer to definition in Basis for Conclu-
sions


(ii) Noted - To be addressed in Basis for Conclu-
sions


(iii) 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


SMPC (i) §R400.32 - question whether the proposals are practical or necessary - 
urge IESBA to consider other solutions.

261 See revised §R400.32 and §400.32 A1
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