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Preliminary Benchmarking – Comparison of NAS Prohibitions that Apply to Audits of 
Public Interest Entities 

Introduction  

1. The purpose of this paper is to compare the non-assurance services (NAS1) prohibitions in Article 5 of the EU 

Regulation2 to the NAS provisions that apply to public interest entities (PIEs) in the International Code of 

Ethics for Professional Accountants (including International Independence Standards) (the Code).  

2. The paper is organized as follows: 

 About the NAS Provisions Used in the Comparison Tables. 

o NAS Prohibitions in the EU Regulation. 

o NAS Prohibitions in the Code. 

 Appendix 1 - Comparison of NAS Prohibitions that Apply to Audits of PIEs – EU Regulation versus IESBA 

Code. 

 Appendix 2 - Comparison of NAS Prohibitions that Apply to Audits of PIEs – IESBA Code versus EU 

Regulation. 

About the NAS Provisions Used in the Comparison Tables  

3. The Code and the EU Regulation both note that providing NAS to audit clients may compromise [or create 

threats] to independence and include prohibitions of certain types of NAS. 

4. Section VI of Agenda Item 9-A, NAS – Summary of Significant Matters Raised in Global Roundtables, 

Working Group Assessments and Proposals includes a discussion of the Working Group’s key 

observations. 

NAS Prohibitions in the EU Regulation  

5. The NAS prohibitions in the EU Regulation apply to statutory auditors or audit firms carrying out the statutory 

audits of public-interest entities, or any member of the network to which statutory auditors or audit firms belong 

and are set out in Article 5. In addition, the following apply in the EU regulatory context: 

 Member States may prohibit services other than those included in paragraph 1 of Article 5 (i.e., the 

EU blacklist) where they consider that those services represent a threat to independence.  

                                                      

 

1  NAS in the Code refers to the term non-assurance services and is not expressly defined. In the EU regulation, NAS refers to non-audit 

services as “services other than statutory audit.” In some jurisdictions (e.g., the UK) NAS refers to “non-audit services” and covers any 

service that does not form part of the audit engagement (i.e., both “non-assurance” and “assurance services” other than an audit). 

2  See Regulation (EU) No 537/2014 of the European Parliament and of the Council on specific requirements regarding statutory audit of 

public-interest entities and repealing Commission Decision 2005/909/EC. 

file:///C:/Users/DJules/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/YAOBYNZX/Regulation%20(EU)%20No%20537/2014%20of%20the%20European%20Parliament%20and%20of%20the%20Council%20on%20specific%20requirements%20regarding%20statutory%20audit%20of%20public-interest%20entities%20and%20repealing%20Commission%20Decision%202005/909/EC
http://www.ethicsboard.org/revised-and-restructured-code-ethics
http://www.ethicsboard.org/revised-and-restructured-code-ethics
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 By way of derogation, Member States may allow the provision of certain services3 provided that the 

following requirements are complied with: 

o They have no direct or have immaterial effect, separately or in the aggregate on the audited 

financial statements;  

o The estimation of the effect on the audited financial statements is comprehensively documented 

and explained in the additional report to the audit committee referred to in Article 11 of the EU 

Regulation; and 

o The principles of independence laid down in Directive 2006/43/EC4 are complied with by the 

statutory auditor or the audit firm.  

6. The EU Regulation permits Member States to establish stricter requirements.  It is noted that some Members 

States have opted to have more stringent rules than those in the EU Regulation.5 For example:  

 In France and in the UK, there are additional prohibitions or conditions relating to the permissibility 

of certain services.  

 In the Netherlands and Poland, a “white list” approach is adopted which means that national laws 

and regulations specify the types of services that firms can provide to their audit clients.  

NAS Prohibitions in the Code  

7. The Code includes provisions that apply to: (i) all audit clients; (ii) audit clients that are PIEs; and (iii) audit clients 

of entities that are not PIEs. Appendix 2 of Agenda Item 9-A includes an overview of NAS provisions in the 

Code and explain that the NAS provisions, including prohibitions in the Code are set out in Section 600;6 and  

                                                      

 
3     Those services for which member state options apply provided that EU regulations are met are:  

 Preparation of tax forms (a,(i)); 

 Identification of public subsidies and tax incentives unless support from the statutory auditor or the audit firm in respect of such 

services is required by law (a,(iv));  

 Support regarding tax inspections by tax authorities unless support from the statutory auditor or the audit firm in respect of such 

inspections is required by law; (a, (v)); 

 Calculation of direct and indirect tax and deferred tax (a,(vi)); and  

 Provision of tax advice (a, (vii)); 

 Valuation services, including valuations performed in connection with actuarial services or litigation support services (f) 

See paragraph 3 of Article 5 of the EU Regulation.  

4  Article 22 of the 2006/43/EC Directive sets out rules related to independence, subject to transposition of Member States into national 

law that also apply to statutory auditors and audit firms of PIEs. 

5  Source: June 2018 Presentation to IESBA, Implementation of EU Audit Reform by Ms. Noémi Robert, Senior Manager, Accountancy 

Europe  

6  International Independence Standards, Part 4A – Independence for Audit and Review Engagements, Section 600, Provision of Non-

Assurance Services to Audit Clients 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02006L0043-20140616
http://www.ethicsboard.org/system/files/meetings/files/Agenda-Item-5A-Implementation-of-EU-Audit-Legislation-Presentation.pdf
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 Proper application of the Code require that firms and network firms identify, evaluate and address threats 

created by providing NAS to audit clients by applying the conceptual framework set out in Section 120.7  

 The additional general provisions in Section 3008 and Section 4009 are also applicable. 

8. For purposes of the comparisons in Appendix 1 and 2, reference is made to the NAS prohibitions in the Code that 

apply to audit clients that are PIEs.   

                                                      

 

7  Part 1 – Complying with the Code, Fundamental Principles and Conceptual Framework, Section 120, The Conceptual Framework, 

paragraph R120.10 

8   Part 3 – Professional Accountants in Public Practice, Section 300, Applying the Conceptual Framework – Professional Accountants in Public 

Practice 

9  International Independence Standards, Part 4A, Section 400, Applying the Conceptual Framework to Independence for Audit and Review 

Engagements 
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Appendix 1 

Comparison of NAS Prohibitions that Apply to Audits of Public Interest Entities 
EU Regulation versus IESBA Code 

Note: The prohibitions in Article 5 of the EU Regulation are not subject to materiality considerations. However, 

certain types of NAS (flagged with an asterisk (*) may be allowed by Members States provided that the other 

requirements in the EU Regulation, including a restriction on materiality, are met (see paragraph 5 of this paper).  

Some of the NAS prohibitions in the Code are subject to a “materiality qualifier” which means that they only 

apply in circumstances in which the outcome of the NAS is material to the financial statements. Some provisions 

in the Code apply to all audit clients, not just to audits of PIEs. These are denoted with two asterisks (**). 

  

# Prohibitions in Article 5 of EU Regulation Prohibitions in Code 

Tax Services  

1.  Tax services relating to preparation of tax 

forms* (a) (i)  

Tax Return preparation (604.4) 

Note: No explicit prohibition in the Code. However, 

the provisions in the conceptual framework and the 

general NAS provision in Section 600 apply (e.g., 

the prohibition relating to assuming management 

responsibilities).  

2.  Tax services relating to payroll tax (a) (ii) Preparation of tax calculations of current and 

deferred tax liabilities (or assets) for an audit client 

that is a PIE for the purpose of preparing accounting 

entries (R604.6) 

Note: Prohibition applies when accounting entries 

are material to the financial statements (f/s).   

3.  Tax services relating to calculation of direct 

and indirect tax and deferred tax (a) (vi) 

4.  Tax services relating to customs duties (a) (iii) Topic is not explicitly dealt with in the Code.  

Note: The provisions in the conceptual framework 

and the general NAS provision in Section 600 apply 

(e.g., the prohibition relating to assuming to 

management responsibilities). 

5.  Tax services relating to identification of public 

subsidies and tax incentives* (a) (iv) 

Provision of tax planning and other tax advisory 

services when the effectiveness of tax advice is 
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# Prohibitions in Article 5 of EU Regulation Prohibitions in Code 

6.  Tax services related to provision of tax 

advice* (a) (vii) 

dependent on a particular accounting treatment or 

presentation in the f/s, and: (R604.8)** 

 The audit team has a reasonable doubt as to 

the appropriateness of the accounting treatment 

or presentation, and;  

 The outcome or the consequences of the tax 

advice has a material effect on the f/s. 

7.  Tax services relating to support to tax 

inspections by tax authorities (unless required 

by law) (a) (v) 

Assisting in the resolution of tax disputes if: 

(R604.11)** 

 The service involve acting as an advocate 

before a public tribunal or court in resolution of a 

tax matter; and  

 The amounts involved are material to f/s.  

Management Responsibilities  

8.  Services that involve playing any part in the 

management or decision-making process of 

the audited entity (b) 

Note: The EU Regulation generally prohibits 

all types of NAS that involve decision making 

processes. 

Assuming a management responsibilities for an audit 

client** (R600.7) 

Note: The prohibition in the Code is supported by 

application material which states that management 

responsibilities involve controlling, leading and 

directing an entity, including making decisions 

regarding the acquisition, deployment and control of 

human, financial, technological, physical and 

intangible resources (600.7 A1). 

Accounting and Bookkeeping Services  

9.  Bookkeeping and preparing accounting 

records and financial statements (c) 

Providing accounting and bookkeeping services 

including preparing f/s (R601.6) 
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# Prohibitions in Article 5 of EU Regulation Prohibitions in Code 

10.  Payroll services (d)  
The Code includes an exception, and allows firms or 

network firms to provide accounting and 

bookkeeping services of a routine or mechanical 

nature for divisions or related entities of an audit 

client that is a PIE if the personnel providing the 

services are not audit team members and: (R601.7) 

 The divisions or related entities for which the 

service is provided are collectively immaterial to 

the f/s on which the firm will express an opinion; 

or  

 The service relates to matters that are 

collectively immaterial to the f/s of the division or 

related entity. 

Internal Control and Information Technology (IT) Systems Services  

11.  Designing and implementing  

 Internal control  

 Risk management procedures 

related to the preparation and/or control of 

financial information (e) 

Note: Prohibition applies for the preceding 

financial year 

Assuming a management responsibilities for an audit 

client** (R600.7) 

Providing internal audit services, if those services 

relate to: (R605.5) 

 A significant part of the internal controls 

over financial reporting; 

 Financial accounting systems that generate 

information that is material to accounting 

records or f/s; or 

 Amounts or disclosures that are material to 

f/s.  

Note: The Code includes examples of activities that 

would be considered management responsibilities, 

which include:  

 Setting policies and strategic direction. 

 Taking responsibility for designing, 

implementing, monitoring or maintaining internal 

control.  

12.  Services related to the audited entity's internal 

audit function (h) 
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# Prohibitions in Article 5 of EU Regulation Prohibitions in Code 

13.  Designing and implementing financial IT 

systems (e) 

Note: Prohibition applies for the preceding 

financial year 

Providing IT systems services,  if those services 

involve designing or implementing IT systems that: 

(R606.5) 

 Form a significant part of the internal control 

over financial reporting; or  

 Generate information that is significant to the 

client’s accounting records or f/s. 

Valuation Services  

14.  Valuation services, including valuations 

performed in connection with actuarial 

services or litigation support services* (f) 

Providing valuation services if the valuation service 

would have a material effect, individually or in the 

aggregate, on the f/s (R603.5) 

Note: The Code include application material to 

explain that the above prohibition applies when a 

firm or network firm provides to audit clients 

litigation support services that involve estimating 

damages or other amounts that affect the f/s (607.3 

A4).  

Legal Services  

15.  Legal services relating to 

 Provision of general counsel (g) (i) 

 Negotiating on behalf of the audited entity 

(g) (ii)  

Note: The prohibitions in the EU regulation 

focuses on specific types of legal services.  

Serving as General Counsel for legal affairs of an 

audit client** (R608.5) 

Note: The prohibitions in the Code deal with roles and 

positions related to legal services. The Code also 

includes application material which states that 

depending on the jurisdiction, legal advisory services 

might include a wide and diversified range of service 

areas, and includes examples of such (608.4 A1).  

16.  Legal services relating to acting in an 

advocacy role in the resolution of litigation (g) 

(iii) 

Acting in an advocacy role for an audit client in 

resolving a dispute or litigation when the amounts 

involved are material to the f/s** (R608.6) 
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# Prohibitions in Article 5 of EU Regulation Prohibitions in Code 

Corporate Finance Services 

17.  Services linked to the financing, capital 

structure and allocation, and investment 

strategy of the audit client (i) 

Providing corporate finance advice to an audit client 

where the effectiveness of such advice depends on a 

particular accounting treatment or presentation in the 

f/s and (R610.5): 

 The audit team has reasonable doubt as to the 

appropriateness of the related accounting 

treatment or presentation under the relevant 

financial reporting framework; and  

 The outcome or consequences of the corporate 

finance advice will have a material effect on the 

f/s. 

Note: The prohibition in the Code relates to the 

provision of advice. Other types of corporate finance 

services are covered by the provisions relating to 

management responsibilities.  

18.  Promoting, dealing in, or underwriting shares 

in the audited entity. (j) 

Providing corporate finance services to an audit client 

that involve promoting, dealing in, or underwriting the 

audit client’s shares (R610.4). 

Human Resources/ Recruiting Services  

19.  Human resources services with respect to 

management in a position to exert significant 

influence over the preparation of the 

accounting records/FS where such services 

involve: 

 Searching for candidates for such 

positions; or 

 Undertaking reference checks of 

candidates for such positions. (k) (i) 

Providing recruiting services to an audit client if the 

service relates to:** (R609.7) 

 Searching for or seeking out candidates; or 

 Undertaking reference checks of prospective 

candidates,  

with respect to the following positions: 

(i) A director or officer of the entity; or 

(ii) A member of senior management in a position to 

exert significant influence over the preparation of 

the client’s accounting records or the f/s. 

20.  Human resources services with respect to 

structuring the organisation design (k) (ii) 

Assuming a management responsibility** (R600.7) 
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# Prohibitions in Article 5 of EU Regulation Prohibitions in Code 

21.  Human resources services with respect to 

cost control (k) (iii) 

Note: The Code includes application material to 

explain activities that constitute management 

responsibilities, some of which cover constitute 

human resource services with respect to structuring 

organization design and cost control (600.7 A3).  

22.  N/A When providing recruiting services to an audit client, 

the firm or the network firm shall not act as a 

negotiator on the client’s behalf (R609.6).** 
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Appendix 2 

Comparison of NAS Prohibitions that Apply to Audits of Public Interest Entities  
IESBA Code Versus EU Regulation 

Note: The prohibitions in Article 5 of the EU Regulation are not subject to materiality considerations. However, 

certain types of NAS (flagged with an asterisk (*) may be allowed by Members States provided that the other 

requirements in the EU Regulation, including a restriction on materiality, are met (see paragraph 5 of this paper).  

Some of the NAS prohibitions in the Code are subject to a “materiality qualifier” which means that they only 

apply in circumstances in which the outcome of the NAS is material to the financial statements. Some provisions 

in the Code apply to all audit clients, not just to audits of PIEs. These are denoted with two asterisks (**). 

#  Prohibitions in Code  Prohibitions in Article 5 of EU Regulation 

 I.     Prohibitions without Materiality as a Qualifier  Services that involve playing any part in the 

management or decision-making process of the 

audited entity (b) 

Note: The EU Regulation generally prohibits all types 

of NAS that involve decision making processes. 

1.  Assuming a management responsibility (R600.7)** 

Note: The prohibition in the Code relating to 

assuming management responsibility is a general 

provision that applies in all circumstances and for 

all types of NAS that are provided to audit clients.  

The requirement is supported by application 

material which states that management 

responsibilities involve controlling, leading and 

directing an entity, including making decisions 

regarding the acquisition, deployment and control 

of human, financial, technological, physical and 

intangible resources (600.7 A1). 

The following types of NAS are not dealt with in the 

Code in an explicit manner. However, the requirement 

relating to assuming management responsibility 

applies. See also rows 11, 20 and 21 of Appendix I. 

 Designing and implementing internal control or 

risk management procedures related to the 

preparation and/or control of financial information 

(e) 

 Human resources services with respect to 

structuring the organization design (k, (ii)) 

 Human resources services with respect to cost 

control (k, (iii)) 
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#  Prohibitions in Code  Prohibitions in Article 5 of EU Regulation 

2.  Providing accounting and bookkeeping services, 

including preparing f/s(R601.6) 

Note: The Code includes application material that 

explains that accounting and bookkeeping services 

includes payroll services (601.3 A1).  

The Code includes an exception to the prohibition 

in R601.6 and allows firms or network firms to 

provide accounting and bookkeeping services of a 

routine or mechanical nature for divisions or 

related entities of an audit client that is a PIE if the 

personnel providing the services are not audit 

team members and: (R601.7) 

 The divisions or related entities for which the 

service is provided are collectively immaterial 

to the f/s on which the firm will express an 

opinion; or  

 The service relates to matters that are 

collectively immaterial to the f/s of the division 

or related entity. 

 Bookkeeping and preparing accounting records 

and financial statements (c) 

 Payroll services (d) 

3.  Serving as General Counsel for legal affairs of an 

audit client** (R608.5) 

Note: The prohibitions in the Code deal with roles 

and positions related to legal services. The Code 

also includes application material which states that 

depending on the jurisdiction, legal advisory 

services might include a wide and diversified range 

of service areas, and includes examples of such 

(608.4 A1). 

Legal services relating to: 

 Provision of general counsel (g, (i)) 

 Negotiating on behalf of the audited entity (g, (ii)) 

Note: The prohibitions in the EU regulation focuses 

on specific types of legal services. 

4.  Negotiating when providing recruiting services for the 

client (R609.6) ** 

N/A 

5.  Recruiting directors/officers, or senior management 

who will have significant influence over accounting 

records or financial statements when such services 

involve:** (R609.7) 

 Searching for or seeking out candidates; or 

 Undertaking reference checks of prospective 

candidates  

Human resources services with respect to 

management in a position to exert significant 

influence over the preparation of accounting records 

or financial statements, where such services involve: 

(k, (i)) 

 Searching for candidates for such positions; or 

 Undertaking reference checks of candidates for 

such positions.  
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#  Prohibitions in Code  Prohibitions in Article 5 of EU Regulation 

6.  Promoting, dealing in, or underwriting client shares 

(R610.4)** 

Promoting, dealing in, or underwriting shares in the 

audited entity (j) 

II. Prohibitions with Materiality as a Qualifier  

 Valuation services, including valuations 

performed in connection with actuarial services 

or litigation support services* (f)  

 Valuation services, including valuations 

performed in connection with actuarial services 

or litigation support services* (f) 

7.  Providing valuation services if the valuation service 

would have a material effect, individually or in the 

aggregate, on the f/s (R603.5) 

Note: The Code includes application material to 

explain that the above prohibition also applies 

when a firm or network firm provides to audit clients 

litigation support services that involve estimating 

damages or other amounts that affect the f/s (607.3 

A4). 

8.  N/A 

Note: The topic is not explicitly dealt with in the Code. 

However the provisions in the conceptual framework 

and the general NAS provision in Section 600 apply. 

Tax services relating to customs duties (a, (iii)) 

9.  N/A  

Note: No explicit prohibition in the Code. However, 

application material to Tax Return Preparation (604.4) 

and the provisions in the conceptual framework and 

the general NAS provision in Section 600 apply. 

Tax services relating to preparation of tax forms* (a, 

(i)) 

10.  Preparation of calculations of current and deferred 

tax liabilities (or assets) for an audit client that is a 

PIE for the purpose of preparing accounting entries 

(R604.6) 

Note: Prohibition applies when accounting entries 

are material to the f/s.   

 Tax services relating to payroll tax (a, (ii)) 

 Tax services relating to calculation of direct and 

indirect tax and deferred tax (a, (vi)) 

11.  Provision of Tax planning other tax advisory 

services when the effectiveness of tax advice is 

dependent on a particular accounting treatment or 

presentation in the f/s, and: (R604.8)** 

 The audit team has a reasonable doubt as to 

the appropriateness of the accounting 

treatment or presentation, and;  

 The outcome or the consequences of the tax 

advice has a material effect on the f/s. 

 Tax services relating to identification of public 

subsidies and tax incentives unless support from 

the statutory auditor or the audit firm in respect of 

such services is required by law* (a, (iv)) 

 Tax services related to provision of tax advice* 

(a, (vii)) 
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#  Prohibitions in Code  Prohibitions in Article 5 of EU Regulation 

12.  Acting as an advocate before a public tribunal or 

court to resolve a tax matter (R604.11) ** 

Tax services relating to support to tax inspections by tax 

authorities (unless required by law) (a, (v)) 

13.  Providing internal audit services are those services 

relate to:(R605.5) 

 A significant part of the internal controls over 

financial reporting; 

 Financial accounting systems that generate 

information that is material to accounting 

records or f/s; or 

 Amounts or disclosures that are material to 

f/s.  

Services related to the audited entity's internal audit 

function (h) 

14.  Providing IT systems services, if those services 

involve designing or implementing IT systems that: 

(R606.5)  

 Form a significant part of the internal control 

over financial reporting; or 

 Generate information that is significant to the 

client’s accounting records or f/s. 

Designing and implementing financial information 

technology systems (e) 

 

15.  Acting as an advocacy role for an audit client in 

resolving a dispute or litigation when the amounts 

involved are material to the f/s** (R608.6) 

Legal services relating to acting in an advocacy role 

in the resolution of litigation (g, (iii)) 
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#  Prohibitions in Code  Prohibitions in Article 5 of EU Regulation 

16.  Providing corporate finance advice to an audit client 

where the effectiveness of such advice depends 

on a particular accounting treatment or presentation 

in the f/s and:** (R610.4) 

 The audit team has reasonable doubt as to the 

appropriateness of the related accounting 

treatment or presentation under the relevant 

financial reporting framework; and  

 The outcome or consequences of the 

corporate finance advice will have a material 

effect on the f/s.  

Note: The prohibition in the Code relates to the 

provision of advice. Other types of corporate 

finance services are covered by the provisions 

relating to management responsibilities. 

Services linked to the financing, capital structure and 

allocation, and investment strategy of the audit client 

(i) 

 


