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Task Force Detailed Responses to 

Engagement Quality Reviewer (EQR) Exposure Draft Comment Letters 

Note: This Agenda Item has been prepared to inform the IESBA of the Task Force’s views on the responses to the Exposure Draft of Proposed 

Revision to the Code Addressing the Objectivity of Engagement Quality Reviewers (EQR).  

No Respondent Respondent Comments Task Force Responses 

1 ACCA 

CAANZ 

In light of this, we believe it would be helpful to refer to the ISQMs within 

paragraph 120.14 A1 as being ‘issued by the IAASB’. 

• Suggest pick up this suggestion by making 

a small refinement to the title of the table 

that contains the titles of IAASB standards 

referred to in the Code, i.e.: 

“LIST OF IAASB STANDARDS 

REFERRED TO IN THE CODE”   

2 AICPA PEEC recommends the examples of threats included in the proposal be 

added as additional examples to the respective threats in paragraph 

300.6 A1 and include the appropriate reviewer as another party. The 

revised threats would read as follows:   

• Two engagement partners who serve as an EQRs or 

appropriate reviewers of each other’s engagements.  

• The accountant who serves as an EQR or appropriate reviewer 

of an audit engagement after serving as the engagement 

partner or other engagement team member.  

• The accountant who serves as an EQR or appropriate reviewer 

has a long association or close relationship with, or is an 

immediate family member of, an audit team member.  

• Having considered the feedback from 

respondents and following coordination with 

representatives of the ISQM 2 Task Force, 

the Task Force is proposing to widen the 

scope of the guidance to appropriate 

reviewers and not to limit it to EQRs. See 

proposed new Section 325 in Agenda Item 

5-B.  

• As the proposed new Section 325 already 

contains the various examples of threat 

relating to the specific issue of the objectivity 

of appropriate reviewers, the Task Force 

does not believe that Section 300 should 

duplicate these examples, especially given 

that Section 300 is the overarching Section 

for professional accountants in public 

https://www.ifac.org/system/files/publications/files/Explanatory-Memo-Engagement-Quality-Reviewer-Objectivity.pdf
https://www.ifac.org/system/files/publications/files/Explanatory-Memo-Engagement-Quality-Reviewer-Objectivity.pdf
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• The accountant who serves as EQR or appropriate reviewer for 

an audit engagement also has a direct reporting line to the 

engagement partner.  

 

 

 

Aside from the cooling-off period, PEEC believes the substance of the 

examples of safeguards included in the proposal are addressed in 

paragraph 300.8 A2. So that the cooling-off period is addressed in the 

IESBA code, PEEC recommends adding the proposed cooling off 

example be added to paragraph 300.8 A2 with the following revisions.  

• Implementing a period of sufficient duration before a professional 

accountant that was previously on the engagement team can be 

appointed as an EQR or appropriate reviewer.   

practice (PAPPs). Nevertheless, to provide 

a marker that the Code deals specifically 

with the topic of objectivity of appropriate 

reviewers, the Task Force has agreed to 

include just one example under paragraph 

300.6 A1(d). 

 

As above, the Task Force is proposing a 

dedicated new Section to address the topic of 

objectivity of appropriate reviewers. It would not 

be appropriate to address this narrow topic in 

Section 300, which contains material addressed 

generally to all PAPPs. 

 

3 APESB APESB’s key recommendations in relation to the EQR Objectivity 

Proposals for the IESBA’s consideration are:  

• Relocate the guidance from Section 120 to either Sections 540 

and 940 or Part 3 of the IESBA Code;   

• Enhance the guidance on objectivity and broaden it to cover 

EPs, EQRs and other KAPs;  

• Co-ordinate with IAASB and maintain all partner rotation 

requirements in the IESBA Code which could be cross-

referenced to ISQM-2 for the benefit of the accounting 

profession as a whole; and  

• Include guidance in the IESBA Code that where there is an 

identified independence threat of an EP moving to an EQR in 

• Location updated to proposed new Section 

325 – refer to Agenda Item 5-A for the Task 

Force’s rationale.  

• As above, the scope of the guidance has 

been broadened in new Section 325 to 

appropriate reviewers – refer to Agenda 

Item 5-A for the Task Force’s rationale. The 

baseline requirement to comply with the 

fundamental principle of objectivity applies 

in all cases. 

• See proposed addition of a cross reference 

to ISQM 2 (paragraph 325.7 A2 in Agenda 

Item 5-B) regarding the cooling-off 
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respect of a Listed Entity, a possible safeguard is a cooling-off 

period of two years. 

requirement when an individual is appointed 

as EQR after previously serving as the 

engagement partner.  

• Refer to Agenda Item 5-A for further 

discussion on the issue of requiring a 

cooling-off period. 

4 Baker Tilly We make the following comments in relation to the proposed guidance:  

• 120.14 A2 (b) - we recommend including the “self-review threat” 

as the first item in the list as perhaps the greatest threat to 

objectivity of an EQR is that of reviewing an engagement on 

which they were previously the engagement partner, hence the 

suggestion of a cooling-off period. This section of the guidance 

would need to be updated to reflect any cooling-off period 

requirements in ED-ISQM2.  

• 120.14 A3 – as above, we would recommend moving the second 

bullet relating to the length of time to be the first bullet point to 

reflect the comments we make above.  

 

• 120.14 A3 – we suggest adding text to the end of bullet three as 

follows “and any subsequent relevant changes to the 

circumstances of the audit” to reflect that circumstances which 

were problematic when the EQR was previously an engagement 

team member may no longer be relevant to the audit (e.g. there 

may have been changes to systems and controls or disposals of 

parts of the business.  

• 120.14 A4 – amend bullet point three to read “Having an 

appropriate independent reviewer review specific areas…” 

 
 

• Suggestion not accepted. The Task Force 

notes that the order of presentation of 

threats in the guidance is consistent with 

how the Code (see, for example, Section 

300) presents examples of categories of 

threat.  

 

• See above. 

 

 

• Point accepted. The Task Force has 

reflected this change in paragraph 325.6 A1. 

 

 

 

• The Task Force has deleted this bullet 

because with the scope of the guidance now 
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broadened to appropriate reviewers, it 

would introduce an element of circularity. 

5 BDO We propose the addition of the following factor to paragraph 120.14 A3:  

The nature of the relationship with an engagement team member or 

engagement partner. 

• Point accepted. The Task Force has 

reflected this change in paragraph 325.6 A1 

. 

 

6 IBRACON In the suggested paragraph 120.14 A4, the Code could bring other 

examples of safeguards, especially in regard to other threats rather than 

Self-review one. As an example, the firms could consider whether they 

have implemented robust independent internal quality reviews. 

This would be an example of conditions, policies 

and procedures that might assist in identifying 

and evaluating threats. It has already been 

proposed as a conforming amendment to Section 

120 in the Fees Exposure Draft. 

7 IDW We support the general direction of the proposed guidance addressing 

the topic of objectivity of an EQR. However, we do have a number of 

concerns with the nature of some of the examples in paragraphs 120.14 

A2 and 120.14 A4 as they relate to smaller firms.   

• In relation to 120.14 A2 (a) we note that in a firm with only two 

senior personnel involved in audits in which each of them is an 

engagement partner, there may be no choice but to revert to the 

other engagement partner as an engagement quality reviewer.   

• In relation to (b), when no other qualified audit personnel are 

available in the firm other than the former engagement partner, 

then there may be no choice but to revert to the former 

engagement partner as the engagement quality reviewer. We 

are very concerned about expanding the example to 

engagement team members other than the engagement partner 

because this would exacerbate the ability of small firms to 

choose an engagement quality reviewer.  

Refer to Agenda Item 5-A for the Task Force’s 

rationale for the revised proposals. 

 

• This may well be the case and the threat 

should be evaluated in such circumstances. 

Also, firms can engage individuals 

externally for quality reviews and are not 

limited to their personnel. 

• The Task Force notes that this and the 

identification of suitable individuals to 

perform an EQR role is more an issue for 

IAASB to address. 
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• Similar considerations apply to (c). There are family-owned 

firms that perform audits of financial statements, which means 

that there may not be any senior audit personnel available to be 

an engagement quality reviewer other than another family 

member or someone with whom there is long association or a 

close relationship.   

• In relation to (d), we note that in many small firms the managing 

partner of the firm may be the engagement partner on a number 

of audits. It would therefore be impossible for such a firm to 

provide an engagement quality reviewer who does not have a 

direct reporting line to the engagement partner. 

• As above.  

 

 

 

The Task Force notes that firms are not limited to 

their personnel when identifying a suitable 

individual to serve in an EQR role but can source 

from outside. This is a point the IAASB has 

recognized. 

7 IRBA Although the Exposure Draft has introduced the terms “engagement 

quality review” and “engagement quality reviewer” that is in line with the 

new terminology used in ISQM 2, the remainder of the IESBA Code has 

not been amended and still refers to the “engagement quality control 

review”. The use of the different terms within the IESBA Code will be 

confusing especially since the definition contained in the Glossary is still 

that of an “engagement quality control review”. We suggest that this may 

be an opportune time for the IESBA to make these consequential 

amendments to the terms throughout the IESBA Code and the Glossary 

but that these consequential amendments be made without extending 

the timeline of this project. 

Conforming amendments to the Code will be 

addressed as a separate project after 

completion of the IAASB’s QM projects.  

8 IRBA An additional bullet be added to paragraph 120.14 A2(b), as follows:  

The accountant serves as a group engagement quality reviewer on a 

group audit engagement after serving as the engagement partner on a 

component of the group audit engagement.  

This example was included in paragraph A17B of proposed ISQM 2 

included in Agenda Item 5-E that will be presented to the IAASB at its 

Refer to Agenda Item 5-A for the Task Force’s 

proposals to enlarge the scope of the guidance 

to appropriate reviewers. To maintain an 

appropriate balance within the examples of 

threat, this suggestion has not been accepted. 
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March 2020 meeting. It would be particularly important to include this 

example in the IESBA Code if the IAASB decide not to include the 

example in the final ISQM 2.  

The list of factors in paragraph 120.14 A3 be extended so that they are 

relevant to all four threats set out in paragraph 120.14 A2. The threats in 

paragraph 120.14 A2, being (a) Self-interest threat, (c) Familiarity threat, 

and (d) Intimidation threat, do not appear to be directly covered by the 

factors. For fulsome guidance to be provided, it is important that the 

factors include consideration that the threats may affect more than one 

professional accountant. Thus, the nature of the relationships between 

the professional accountants may need to be considered.  

It is important to note in the amendments to the IESBA Code that 

“Appointing a different engagement quality reviewer” will be seen as an 

elimination of the threat. 

 

 

 

• Point accepted. The Task Force has made 

further amendments to the list of factors 

relevant to evaluating the level of threats. 

See paragraph 325.6 A1. 

9 KPMG Paragraph 120.14 A2   

 

 

 • Self-review threat – The threat to the EQR’s objectivity is most relevant 

when the PA has served in a key role on the engagement team or has 

been involved in an area with significant judgment.  We suggest this 

threat be edited to say “…after serving as the engagement partner or 

other key audit partner, or having been otherwise involved in an area of 

significant judgment on the audit engagement.”  

 

 • Familiarity threat - As it is common for an EQR to be assigned from the 

same office as the engagement partner and other engagement team 

members, long association or a close relationship could arguably exist in 

• The scope of the guidance has been 

broadened in new Section 325 beyond EQR 

to appropriate reviewers – refer to Agenda 

Item 5-A.  

• Point not accepted. The list of factors in 

paragraph 325.6 A1 provides sufficient 

guidance for firms to make the appropriate 

evaluation of the level of the threats, taking 

into account the seniority of the individual 

and areas of significant judgment in which 

the individual was involved. 

 

• Point not accepted. This is just an example. 

However, the list of factors relevant to 
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most of these cases given these PAs would be colleagues. To narrow the 

focus to the key issue, we suggest this threat conform to the language of 

[proposed] ISQM 2 which references a “close personal” relationship, 

instead of broadening the threat to include long association and any 

“close” relationship.   

 

Paragraph 120.14 A3   

 • Expand the first bullet point into the following two bullet points: “The 

experience and seniority of the professional accountant” and “The role of 

the accountant on the engagement team before becoming the 

engagement quality reviewer.”  

 

 • Consider adding the factor “The length of time the accountant was a 

member of the engagement team.”    

 

 

Also, we suggest adding a new paragraph after paragraph 120.14 A3, as 

follows:  

“Paragraph 120.8 A2 includes general examples of conditions, policies 

and procedures which are also factors that are relevant in evaluating the 

level of threats. The conditions, policies and procedures described in 

paragraph 120.14 A1 might also impact the evaluation of whether the 

threats to objectivity are at an acceptable level.”  

Lastly, we recommend that the current IESBA definition of engagement 

quality review be aligned to that of the IAASB for consistency.   

evaluating the level of threats has been 

expanded to include the nature of the 

individual’s relationship with others involved 

on the engagement. 

 

 

 

• Point not accepted. The Task Force believes 

these are sufficiently reflected in the bullet 

point. 

 

• Point accepted. Draft text updated in 

proposed new Section 325 – see paragraph 

325.6 A1.  

 

 

• The reference to a firm’s quality 

management system has been proposed as 

an addition to Section 120 in the Fees 

Exposure Draft. With the broadening of the 

scope of the guidance to appropriate 

reviewers, paragraph 120.14 A1 in the ED 

has been deleted. 

• Point accepted. This will be updated as part 

conforming amendments to the Code 
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arising from the IAASB’s Quality 

Management projects. 

10 MICPA MICPA supports the proposed guidance addressing the topic of the 

objectivity of an EQ reviewer. We would also like to highlight that in 

practice, many have placed their focus on self-interest threat, self-review 

threat and familiarity threat of an EQ reviewer.  Emphasis should also be 

placed on intimidation threat of an EQ reviewer. We believe that an 

accountant who serves as EQ reviewer, including both EQ review partner 

and assistant, for an audit engagement should not be a direct and an 

indirect reporting line to the engagement partner. For example, threat to 

compliance with the objectivity will be created in a situation where a head 

of audit is the person who evaluates the performance of an EQ review 

partner and has final say with regard to the career progression of an EQ 

review assistant, at the same time, the said head of audit is an 

engagement partner whose audit working papers are being reviewed by 

the EQ review partner and assistant.   

As such, we recommend IESBA looks into this matter, such as providing 

examples of safeguard.  We believe safeguards for this situation can be: 

(a)  a person with higher authority performs the EQ review process; or 

(b)  a committee within the firm addresses this. 

 

We hope IESBA can also consider the impact to smaller firms 

where the above-mentioned suggestions may not be feasible. 

The Task Force notes this point. 

 

 

 

 

 

 

 

 

 

• This is already covered under the bullet point 

in 120.14 A4 in the ED relating to reassigning 

responsibilities within the firm. 

11 MGNL Para 120.14A1 might be improved by mentioning the fact that quality 

risks relate to the achievement or otherwise of the firm’s quality 

objectives. This would more usefully root the whole concept of the EQR 

This is more an issue for IAASB to address re 

achievement of quality objectives. 
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within the sphere of being a role designed specifically to mitigate a risk 

or risks to those objectives. 

12 NYSSCPA Add practical considerations to 120.14 A4 in order to assist practitioners 

when determining what might constitute “a period of sufficient duration.”   

The guidance is not intended to be prescriptive 

regarding the duration of the cooling-off period. 

Firms are expected to exercise judgment based 

on the specific facts and circumstances. 

13 NZAuASB The NZAuASB offers the following observations on specific paragraphs 

of the ED:  

Paragraph 120.14 A2 The NZAuASB recommends the IESBA articulate 

more clearly the concerns being addressed by the guidance in paragraph 

120.14 A2. As drafted, the guidance appears to assume that the 

professional accountant does not act with integrity and cannot be 

unbiased.   

• 120.14 A2 (a) Self-interest threat: In smaller firms, engagement 

partners serving as engagement quality reviewer for each 

other’s engagements is a situation that occurs regularly. It is 

only in the larger firms that this situation can be avoided, but 

even so it may still occur particularly in smaller firms or 

situations when deep industry knowledge is required.   

• 120.14 A2 (b) Self-review threat: The example assumes that 

any previous experience with the engagement will create a self-

review threat (i.e., the practitioner serves as engagement quality 

reviewer after serving as the engagement partner or other 

engagement team member [emphasis added]). An individual 

acting as engagement quality reviewer is under the same 

pressure whether they were previously the engagement partner 

or not. In addition, this analysis overlooks others on the audit 

such as the engagement manager and partner (and possibly 

Refer to Agenda Item 5-A for the Task Force’s 

rationale for the revised proposals and 

discussions with representatives of the ISQM 2 

Task Force. Firms can identify other responses 

that need not be EQRs, for example, by having 

other quality review roles. 

 

• The Task Force notes this point but that it 

would be for the firm to evaluate the level of 

the threat. 

 

 

• The example provided of a self-review threat 

is not meant to be all encompassing. The 

scope of the guidance has been broadened 

to include other individuals who can be 

appropriate reviewers. Regardless of the 

circumstances, firms should apply the 

conceptual framework when identifying and 

evaluating threats relating the objectivity of 

an appropriate reviewer, having regard to 
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technical or sign off panel partners) who have an impact on any 

critical decision relevant to the audit. It is also important to 

remember an engagement quality reviewer does not have a 

right of veto over the audit team and they perform more of a 

consultative role. The NZAuASB cautions the IESBA to take 

these factors into account, and carefully consider the drafting so 

as to avoid creating impractical situations for smaller firms in 

particular.   

Paragraph 120.14 A3 

Additional factors that may be relevant in evaluating the level of threats 

include:  

• The number of partners in the office;  

• The number and nature of engagements the firm performs;  

• The timing of the engagements; and  

• The seniority of the respective partners.   

The NZAuASB recommends these factors be included in the list in 

paragraph 120.14 A3, again to avoid impractical consequences for the 

firm, particularly smaller firms 

the guidance provided in the ED (and now 

refined in proposed Section 325). 

 

 

 

 

 

• Suggestion not accepted. Other than the 

factor relating to seniority of the individual 

(which was already in the list of factors 

proposed in the ED), the Task Force does not 

believe these are appropriate factors 

regarding the topic of objectivity of an 

appropriate reviewer. 

 

 

 

 

14 SAICA The proposed section 120.14 A2 has reference:  

“The following are examples of threat that might be created:  

(a) Self-interest threat  

• Two engagement partners who serve as an engagement quality 

reviewer for each other’s engagement.”  

 
 
 
 
 

• The Task Force disagrees with this point. 
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The Small and Medium Practices constituency raised the issue 

that the mere fact of 2 engagement partners service as 

engagement quality reviewers for each other’s engagement 

does not necessarily create a self-interest threat. This is 

relevant for smaller firms with limited qualified Engagement 

Quality Reviewers of a firm with limited industry specialists.   

  

Section 120.14 dealing with the safeguards also has reference:  

“120.14 A4 Examples of safeguards or actions that might address such 

threats include: 

• Implementing a period of sufficient duration (a cooling-off 

period) before the professional accountant is appointed as 

engagement quality reviewer.  

• Having an appropriate reviewer review specific areas of 

significant judgment.” 

 From the Small and Medium Practices perspective the safeguard of 

having an appropriate reviewer review specific areas of significant 

judgement requires that a firm appoint an EQR to review significant 

judgements and then to appoint another reviewer to review the EQR, 

would be extremely costly and time-consuming for small and medium 

firms. This should be carefully and appropriately considered. 

 

 

 

 

 

 

 

 

 

 

 

 

• Point accepted. This example of action has 

been deleted in the revised text, and also to 

avoid an element of circularity. 

 


