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Long Association –  
 Compilation of Responses to Specific Questions in August 2014 Exposure Draft 

Note: This supplement has been prepared for information only. Comprehensive summaries of the significant comments received on the August 
2014 Exposure Draft Proposed Changes to Certain Provisions of the Code Addressing Long Association of Personnel with an Audit or Assurance 
Client, and the Task Force’s related analyses of significant issues were presented at the January and April 2015 IESBA meetings. All comment 
letters on the ED can be accessed here. 

Please consider the environment before printing this supplement. 

 

Question 1 

Do the proposed enhancements to the general provisions in paragraph 290.148 provide more useful guidance for identifying and 
evaluating familiarity and self-interest threats created by long association? Are there any other safeguards that should be considered? 

# Respondent Respondent’s Comment 

1.  ACCA ACCA supports the provision of guidance within paragraph 290.148, as the identification of threats and appropriate safeguards 
is fundamental to objectivity and audit quality. However, in the interests of clarity, we propose the following: 

• The wrong impression may be given by stating that threats may be created by ‘using the same personnel’, and we 
suggest that paragraph 290.148A should refer to ‘using some of the same personnel’. 

• It is not explained why a familiarity threat is created by an individual’s long association with the client’s financial 
statements or the financial information on which those financial statements are based. If the rationale is that familiarity 
with those records may give rise to a degree of complacency, we suggest that this is far outweighed by the advantages 
to audit quality that emanate from familiarity with the firm’s financial reporting systems. Therefore, we believe that this 
point in proposed paragraph 290.148A would be likely to give rise to confusion, and the changes to the Code should 
focus on the relationships between personnel. 

• Relating long association to concern about losing a client is also confusing. This paragraph should be concerned only 
with personal relationships. Concern about losing a particular client is usually born out of the level of fees or prestige 
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derived from that client; whereas long association with a client may, in fact, strengthen the relationship. This paragraph 
should not be confused with audit firm rotation, but should focus on the self-interest that may arise out of close personal 
relationships. 

• The relevance of the distinction, in paragraph 290.148B, between factors relating to an individual within the firm and 
those relating to the audit client is unclear. There might equally be factors relating to an individual within the audit client 
or relating to the structure of the audit team. More important than drawing such distinctions is an acknowledgement that 
each audit client and each audit firm will have unique characteristics, which may make an analysis of threats and 
safeguards complex. 

• In our opinion, there is too much focus on relationships with senior management and those charged with governance. 
Particularly in smaller organizations, the work of more junior staff could have a significant impact on the financial 
statements, and familiarity between such staff and audit personnel would be likely to give rise to threats over time. 

In respect of assurance engagements, many of the points raised here are also relevant to paragraph 291.137. In addition, we 
do not agree that a threat to objectivity may arise only in respect of a recurring assurance engagement. The threat arises 
because an individual has worked closely with a particular client for a period of time prior to the assurance engagement. 

The means by which threats may be reduced to an acceptable level are complicated. Paragraphs 290.149B and 291.137D 
suggest that an individual rotated off the engagement should not be able to exert influence on the outcome of the engagement 
for an appropriate period. However, this alone will not ensure that the threat to objectivity is sufficiently low at the end of that 
period. In order to do so, there should be no contact between the individual and the relevant client staff in respect of whom 
familiarity was deemed to have been a threat. 

We note that it is proposed to replace the word ‘management’ with ‘senior management’ in the guidance. In practice, auditing 
issues are often discussed between members of the audit team and staff in the client’s finance department who are not 
considered to be senior management. Therefore, the recognition and evaluation of threats created by long association should 
include consideration of the audit client’s staff within the finance department, and not be limited to senior management. A 
change in the client’s accountant or finance manager, who may not be considered to be senior management, may also reduce 
the level of familiarity threat. The consideration of such individuals will also be consistent with the extension of the 
independence requirements to all members of the audit team instead of just senior personnel. 

2.  AICPA With the exception of the specific issues discussed in our responses to questions 2 and 3 below, we believe the proposed 
enhancements to the general provisions section provide useful guidance in identifying and evaluating the significance of 
threats created by long association with an audit client.  We are not aware of any other safeguards that should be considered 
under such circumstances. 
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3.  Altaf Noor 
Ali 

The question requires comment on two related but separate aspects. 

Useful guidance? Yes.  

However, plain reading of the text of Section 290 .148A leaves one with an impression as if there are only these two threats, 
whereas in our opinion, the fact is these are the two of the most prominent, among others, mentioned elsewhere in the Code. 

Also, initiate a discussion on diminishing the threats to independence at the firm-client level. Let us comment light heartedly 
our serious concerns on the welding-like auditor-client loyalty. We see it as most serious threat to the auditor’s independence 
not so far found curable without a regulatory intervention.  

Additional safeguards?  

1.1. The description of the threats to independence is incomplete without reference (and self-disclosing procedure) to the 
interests and relations (personal and family) between the audit team and the client.  

The three circumstances mentioned on how a familiarity threat may be created by individual’s long association contains no 
such references, as stated in the IESB Code and examples of familiarity threat in 200.7 (reproduced as a footnote in general 
comment 3). Familiarity and/or self-interest threat may rise in case of a personal relationship as in case where the AEP and 
the CFO have been associated in a formal relationship in the same audit firm as colleagues, senior-junior, etc in the audit firm 
or at point in life at some education institution previously or are simply close friends. We do not find this everyday reality of 
direct close personal relationship between individual and audit client (staff) reflected properly. 

Our personal opinion is that the clients too prefer to appoint someone from the audit firm precisely because of familiarity 
reason.  

The fact is that the members of audit engagement team look up to the clients audited as potential employers on exit from the 
firm; the audit firms also wish the same. The Board will do well to survey the phenomenon of how many of audit team members 
with long-association with audit client end up working on the other side of the table for them and why it is so. Hence, not 
addressing family or personal relationship between the members of the engagement team and audit client (staff) is significant 
from our point of view which aggravates the threat of long-association.  

Whilst it’s not pragmatic to place a bar on employment of audit engagement team members with long-association to accept 
employment at the audit clients; the point here is to bring on audit file a record of facts that may affect auditor’s independence 
because of audit engagement team member’s family and personal relationships and to address them properly. The proposed 
changes will not ensure this happening (also see our general comment 3 above). 

1.2 Bring in a robust mechanism to raise red flags for any threats to the audit independence by making each audit team 
member disclose, if any or certify, if there is no threat. On such basis, pre-screen audit members. (Also see our general 
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comment 3 above). An action to secure independence at the firm level may not be there but for such mechanism. Self-
disclosure mechanism is specially significant for audit team members with long-association with an audit client. It’s for the firm 
to decide whether there are sufficient safeguards in place to protect the independence of the auditor. 

We recommend a formal mechanism to learn from the Audit Engagement Partner or any member of the audit team before or 
during the assignment if there are any threats which should be disclosed to the firm prior to the assignment. 

1.3 Disclose in the audit report the name of the engagement partner and the total duration of association with the audit client 
(see our general comment 2). Lastly, we may also point out that the last example of familiarity threat stated in 200.7 as in 
“senior personnel having long association with the assurance client”, omit the word “senior” as in 290.137A and add “audit or” 
before the word assurance. 

4.  ANAN It is the view of ANAN that the proposed enhancements to the general provisions in paragraph 290.148 provide more useful 
guidance for identifying and evaluating familiarity and self-interest threat created by long association base on the fact that the 
changes emphasizes the role and the ability of the KAP to influence decisions among others and not the person of the KAP. 

5.  APESB APESB supports IESBA’s proposal to enhance the general provisions in paragraph 290.148 by providing guidance to identify, 
consider and evaluate familiarity and self-interests threats created by long association. However, we believe that guidance 
should clarify that the significance of these threats increases with the seniority of the audit engagement team member as it is 
unlikely that a junior team member is able to influence the outcome of an audit engagement merely by reason of long 
association at a junior level. 

6.  ASSIREVI Assirevi believes that the changes made to paragraph 290.148 will help the audit firm, and more generally, the reader, to 
identify the threats of familiarity and self-interest created by long association.  

In addition, Assirevi believes that there are enough safeguards set out under paragraph 290.149A to manage the threats to 
independence of the audit team created by long association.   

No further safeguards emerged that could be added to those already provided by this paragraph during the course of Assirevi’s 
analysis of the document. 

7.  Auditor 
General NZ 

We agree that it is useful for the Code to require auditors to regularly consider the threat to independence caused by long 
association in respect of all audit personnel, and all entities. 

8.  BDO We agree that the additional guidance will be useful for identifying and evaluating familiarity and self-interest threats created 
by long association. We do believe that 290.148C does not seem necessary given the introductory wording in 290.148B. 
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9.  CAANZ We support the approach taken in this aspect of the ED that familiarity and self-interest threats should be evaluated for all 
members of the engagement team as opposed to just senior personnel. In practice however, we believe that it would be rare f   
junior member of the engagement team to have a familiarity threat due to long association. In addition, other kinds of familiarit  
threats such as personal relationships are likely to already be managed through the firm’s internal processes.  

In relation to the proposed safeguards set out in paragraph 290.149A, we question whether changing the role of the individual 
on the audit team is a feasible safeguard. Lateral movement of individuals would be practically difficult on smaller 
engagements and it is unclear how this would reduce the significance of any threats. An additional safeguard that may be 
considered is obtaining the concurrence of those charged with governance for an individual to remain a member of the 
engagement team, depending on the severity of the threat. Our members also felt that training of audit personnel in 
independence requirements and professional scepticism provides an important safeguard by providing awareness of the issue 
of familiarity threats. 

10.  CAI AAC considers that the proposed enhancements to the general provisions provide more useful guidance in identifying and 
evaluating familiarity and self-interest threats created by long association and that the paragraphs covers the primary 
safeguards to be considered. 

11.  CISPA Whilst some members from auditing profession thought that clarifying the factors that affect the threats to independence would 
enhance the Code, some non-audit members thought that the changes would not have any impact and found the current 
rotation rules to be satisfactory. 

For the additional safeguard of changing the individual’s role on the engagement, it is proposed that this should be considered 
based on an assessment of the individual’s ability to influence the audit in their re-assigned role and does not appear to be a 
strong safeguard with respect to senior personnel. Non audit members recommend that TCWG have a primary responsibility 
for its own independence and objectivity in appointing an auditor. 

12.  CPA Aus CPA Australia supports the provision of guidance to assist auditors identify, evaluate and address independence threats 
arising from long association with an audit client. 

13.  CPA 
Canada 

The proposed enhancements provide useful guidance for identifying and evaluating self-interest threats created by long 
association. 

No additional safeguards have been identified at this time. 
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1) Paragraph 290.148A – in the final sentence, the use of the word “maintain” (“… the desire to maintain a close 
relationship…”) appears to presuppose the existence of a close relationship, which in and of itself might be a threat to 
independence. Perhaps the word “foster” might be used in its place. 

2) Paragraph 290.148B – in the fourth bullet, the phrase “the closeness of the individual’s personal relationship” also 
appears to presuppose a close relationship. Perhaps 

14.  Crowe 
Horwath 

The proposed enhancements to the General Provisions do provide improved guidance for identifying and evaluating familiarity 
and self-interest threats created by long association. The safeguards listed in paragraph 90.149A are appropriate. However, 
IESBA should consider referring to the specific situation faced by smaller audit practices, where due to limited resources within 
the firm, the appropriate safeguard may result from engaging an external consultant to, say, perform an EQCR. IESBA should 
make specific reference to such situations and highlight that external safeguards should be considered. 

15.  D A Hughes The guidance for identifying and evaluating familiarity and self-interest threats created by long association is useful but needs 
to be expanded to consider the external safeguards that may also exist. For example, the expertise of the audit client’s board 
of directors and audit committee, and the rotation of independent directors, will impact the effectiveness of the audit client in 
monitoring auditor independence (refer 1.6 above). Also, the threats to independence arising from the presence of audit firm 
alumni on the boards of audit clients, has not been given any consideration. During the course of audit training in the early 
years of career development, the audit firm brand value is reinforced and remains many years later as unconscious bias in 
alumni. Even now, 25+ years after leaving the Big 4 firm with whom I trained, I have become aware of positive bias towards 
that firm, which shaped my thinking during formative years of career development. 

I consider that the arbitrary requirement to rotate all senior personnel, without due consideration of these significant other 
factors, will undermine audit quality. 

In addition, my understanding of the Big 4 practice models is that an audit partner will rarely rotate back onto an audit client. 
Also Big 4 firms rarely retain long-term senior staff in audit and therefore long-association of staff below partner level is 
extremely unlikely. The provisions for addressing long associations replicate and validate the existing Big 4 practice model  
and will therefore reinforce Big 4 audit market domination. Further, the impact of unconscious bias of audit firm alumni within 
the director community, regarding audit firm competencies, has not been considered by the IESBA.  

The table showing an “Illustration For a Partner Who Has served as a KAP” on page 15 0f the exposure draft illustrates the 
complexity in scheduling audit partners for just one audit client.  The majority of listed audit clients in mid-tier firms are 
likely to be relatively less complex and are therefore unlikely to have more than 3 partners involved in the audit. However, 
this scheduling becomes considerably more complex when the number of listed audit clients for a firm increases to (say) 50 
clients with a limited number (say less than 10) audit partners available. Given the relatively lower size and complexity of 
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listed audit clients of mid-tier firms, a mid-tier audit partner is likely to have responsibility for many more listed audit clients 
(by number) than a Big 4 audit partner. 

16.  D S F 
Juvenal 

Yes. I think that the proposed enhancements to the general provisions in paragraph 290.148 provide useful guidance for 
identifying and evaluating familiarity and self-interest threats created by long association.  I suggest for the Board, if agrees, 
that consults local regulators for to know if in taxation laws or internal laws has some exceptions for this case, because in 
relation audit firm rotation in some countries can have specific laws for this point. 

17.  DFSA The DFSA is generally in agreement with the enhancement introduced in paragraph 290.148 as it establishes clear guidelines 
for familiarity and self-interest threat that may impact objectivity of a firm.  Establishing clear guidelines for factors which define 
familiarity and self-interest threats is beneficial for the regulated environment in terms of facilitating compliance by regulated 
firms. 

18.  DTT We appreciate the Board’s attempt to provide more useful guidance for identifying and evaluating familiarity and self-interest 
threats created by long association.  However, we don’t consider the examples provided for self-interest threats to be relevant 
or useful.  For instance:  

• “Losing a longstanding client of the firm” would not seem to be appropriate when discussing partner rotation as this 
threat would exist regardless of the amount of time an individual has been associated with a client.  We suggest deleting 
this example.   

• The desire to maintain a “close personal relationship” with the client is given as a self-interest threat in paragraph 
290.148A.  This does not appear to be a logical example of a self-interest threat as it is a better example of a familiarity 
threat.  Additionally, the use of the word “personal” is limiting the types of relationships that result from long association 
as a close working relationship can be equally threatening.  We suggest including this as a familiarity threat and 
removing the word “personal” as it broadens the types of relationships that can cause a threat to independence. 

• Perhaps a better example of a self-interest threat is an individual’s hesitancy to overturn a decision reached in the past 
so as not to call into question their historical decisions.   

Additionally, the threats from long association are not limited to the impact on that individual’s objectivity.  Due to the role of 
an engagement partner, they have a significant influence on all of the other members of the engagement team.  In order to 
incorporate this threat, we would suggest amending 290.148B as follows:  “The extent to which the individual has the ability 
to influence the outcome of the audit, for example by making key decisions and directing or influencing other members of the 
engagement team.”  
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Finally, paragraph 290.148C seems to be misplaced.  It may be more logical to consider moving this to the lead in sentence 
of paragraph 290.148B. 

19.  EYG Except as indicated in item 2 below we are supportive of the proposed changes to paragraph 290.148 and believe the changes 
will continue to enhance the evaluation of threats to independence created by long association and the application of 
appropriate safeguards. 

20.  FAOA We welcome the proposed enhancements to the general provisions in paragraphs 290.148 and 290.149 for all audit clients, 
but subject to applicable national law. Moreover, we support the efforts not to limit those provisions to senior personnel but to 
include all individuals on the audit team 

21.  FAR Yes, FAR believes that the enhancements provide more useful guidance. In this context it might be mentioned that FAR finds 
that the meaning of “changing the role of the individual on the audit team” in paragraph 290.149A is unclear. 

22.  FEE We agree that the proposed enhancements to the general provisions in paragraph 290.148 are useful additions, though we 
do not believe that they merit an amendment to the Code by themselves. We refer to our specific comments regarding the 
effective date. 

In addition, some amendments are ambiguous and we would like to bring to your attention some areas where further 
clarification would be needed: 

a. Paragraph 290.148 does not include any safeguards, these are in paragraph 290.149; 

b. The self-interest threat in the last paragraph of 290.148A does not necessarily arise from ‘long association’ matters; 

c. In paragraph 290.148B, the role of the responsible professional accountant should be referred to in the identification of any 
(potential) threat; 

d. The potential impact of the factors included in paragraph 290.148B (b) relating to the audit client is not clear; 

e. In paragraph 290.149A, the impact of ‘changing the role of the individual on the audit team’ is unclear. In addition, we have 
doubts that this safeguard will be effective, given the fact that the level of familiarity with the client will not change as a result 
of the application of this safeguard. Finally, in the same paragraph, it is unclear whether the actions referred to in the third and 
fourth bullet have to be performed permanently. The meaning of ‘including’ in the 4th bullet is also unclear. 

23.  FKA Yes, Other reviews on the engagement including sustainability reviews by an independent team could mitigate potential 
threats. 

24.  FSR The self-interest and the familiarity threats are properly considered. The intimidation risk may be considered as well. 



Compilation of Responses to Specific Questions 
IESBA Meeting (November/December 2015) 

 

Supplement B to Agenda Item 5 
Page 9 of 173 

# Respondent Respondent’s Comment 

As we understand the new text, it provides further useful guidance. 

25.  GTI Grant Thornton is supportive of the proposed enhancements to the general provisions in paragraph 290.148 and believes the 
proposals will provide more useful guidance for identifying and evaluating familiarity and self-interest threats.  We believe the 
safeguards being proposed are adequate to ensure the integrity of audits.  Training can be an effective safeguard and we 
recommend including training surrounding professional skepticism and the fundamental principles be considered. 

26.  HKICPA See response to question 2 below 

27.  ICAB Yes, we think the proposed enhancements to the general provisions in paragraph 290.148 provide more useful guidance for 
identifying and evaluating familiarity and self-interest threats created by long association. 

We also think that the proposed safeguards are pointed out logically. However, arrangement of training and regular discussion 
for individual on general professional values and ethics including on different ethical dilemmas created by long association of 
personnel can be considered. 

28.  ICAEW We agree that the proposed enhancements are a useful addition, though we do not believe that they merit an amendment to 
the Code by themselves – see comments below on effective date. 

29.  ICAG We generally agree with the proposed changes to this paragraph. Our reasons are as follows: 

1. The introduction of additional paragraphs in 290.148A seek to clarify the definition of familiarity and self-interest threats and 
provide more guidance on factors to consider in determining whether all or any of these threats are present.  

2. Another significant area that the clarification addresses is the guidance around when the firm on its own decides that a 
threat is so significant that rotation is necessary.  

3.The clarification would therefore bring consistency to the application of these principles across the audit practice 

30.  ICAP Principally we agree with the contents. Nonetheless, the extended guidance in paragraph 290.148 concluded that the 
combination of two or more facts may increase or reduce the significance of the threats. There may be a need to assess the 
outcome of each combination and decide upon the merits of the combined impact as to the nature and extent of the safeguards 
needed to be placed. We suggest this paragraph should be clarified in more detail with conclusive examples of the cases in 
the outset where no breach of independence can be foreseen due to combined reduced threats.  

Further, at many jurisdictions generally such a long association of personnel cannot be witnessed at the firms other than 
SMPs because of higher turnover of the junior staff among various divisions owing to training requirements and change in the 
role of managerial staff over the period due to growth and learning. 
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31.  ICAS On balance, we believe that the proposed changes do provide more useful guidance for identifying and evaluating familiarity 
and self-interest threats created by long association.   

In relation to paragraph 290.149A (b) we question the suitability in this context of inclusion of the proposed potential safeguard: 
“Changing the role of the individual on the audit team”. We believe that if this potential safeguard is to be included, then further 
explanation/justification is required. 

32.  ICAZ The proposed enhancements to paragraph 290.148 give more guidance and further clarify familiarity and self-interest threats 
created by long association. There are no additional safeguards that we think need to be considered at the moment. 

33.  IDW  No, they do not so, as we explain: 
The proposed additions make the text overly complex, which may cause problems in application. The proposed text also 
introduces a certain amount of duplication: for example, paragraphs 290.130-139 already deal with threats arising from 
personal close relationships and need not be repeated. 

There is also some confusion with respect to the meaning of the familiarity threat, as proposed changes to the general 
provisions of section 290.148A specify an individual’s long association with the financial statements subject to audit or the 
underlying financial information as one of three factors that may create a familiarity threat. We would like to point out that the 
term “familiarity threat” is defined in section 100.12(d) “Familiarity threat - the threat that due to a long or close relationship 
with a client or employer, a professional accountant will be too sympathetic to their interests or too accepting of their work”. 
Firstly, we do not understand how familiarity with financial statements and information – alone – might create a familiarity 
threat to an auditor’s objectivity (the word “or” in 290.148A and 291.137A implies it does). Secondly, familiarity with financial 
statements and information is not compatible with the afore-mentioned definition of familiarity threat, since that definition 
refers solely to relationships between individuals.   

As we explained in our accompanying letter, alternative safeguards such as external rotation or tendering ought to feature in 
a firm’s assessment of the need to rotate individuals. Furthermore this section ought to indicate that there may be a trade-off 
between measures aimed at safeguarding familiarity threats and the depth of knowledge and experience gained by audit 
personnel, including audit partners, which directly impact audit quality. As drafted, this section appears to imply that the 
familiarity threat is the sole concern without regard to the impact of certain measures on audit quality.  

34.  IMCP We consider that the proposals are appropriate. 
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35.  IPA Yes.  These proposed amendments are helpful as they give more emphasis to the importance of familiarity and self-interest 
threats. 
Yes.  We support the inclusion of additional safeguards within paragraph 290.149A such as: 
Appropriate training for members of the engagement team on the identification and reduction of familiarity threats that may 
occur on an engagement.  Training might include the demonstration of professional scepticism and, in particular, ways in 
which to audit for potential management bias. 

36.  IRBA We agree with the enhancements made to the general provisions to establish a more robust framework applicable to all audit 
clients, and to provide more guidance for identifying and evaluating threats to independence created by long association and 
applying appropriate safeguards. We believe that the examples of safeguards provided are sufficient. 

In respect of paragraph 290.148B, we suggest retaining the example “The structure of the firm” as it remains relevant as the 
overarching indicator. We agree with the IESBA inclusion of the additional indicators, especially: 

• The overall length of the individual’s relationship with the client; and  

• The extent to which the individual has the ability to influence the outcome of the audit. 

The threats from long association are not limited to the impact of the individual’s objectivity. Depending on the role of the 
individual, they may have a significant influence on all of the other members of the engagement team. In order to incorporate 
this threat, we suggest amending 290.148B as follows: “The extent to which the individual has the ability to influence the 
outcome of the audit, for example by making key decisions and directing or influencing other members of the engagement 
team.” 

Paragraph 290.148C mentions that two or more factors may increase or reduce the significance of the threat, however, the 
example provided only mentions the increasing of the threat. It would be useful to include an example where two or more 
factors reduce the significance of a threat. 

37.  ISCA While the proposed enhancements provide useful guidance, the list of factors affecting the significance of the threats in 
paragraph 290.148B may give the impression of an exclusive listing. The IESBA should amend the wordings used to enhance 
the clarity of the provision. For instance, the phrase “Factors relating to the individual include” could be refined to “Factors 
relating to the individual include but not limited to”. This would be clearer to readers that they would also need to consider 
other factors not mentioned in the paragraph. 

For the second bullet point in the second paragraph of 290.148A, we propose to include “those charged with governance” to 
be consistent with the succeeding provisions. 
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(See also the response to question 14) 

38.  J T Giraud The proposed enhancements to the general provisions in paragraph 290.148 are useful for identifying and evaluating 
familiarity and self-interest threats created by long association. Nevertheless, in addition to the safeguards of this paragraph 
(KAP's rotation included), rotation of audit firm is a safeguard to be considered. This safeguard (rotation of audit firm) should 
be highly envisioned in particular, for there are many jurisdictions where audit firms don't undergo any external inspection 
performed by governmental or independent instance. 

39.  JEC Grant The new material is helpful. I do not however support the reference in 290.148A to the self-interest threat in losing a 
longstanding client. While this is a genuine concern I am not sure it is linked directly to long association indeed I would have 
thought that this particular threat was greatest for newer engagement partners. The thought about the self-interest threat in 
losing a longstanding client is useful but would, perhaps, fit better elsewhere within the Code. 

40.  JICPA We support the proposed enhancements to the general provisions. This revision provides useful guidance. 

41.  KICPA We are with the IESBA’s proposed EDs in that strengthening the general provisions with explanations and guidelines will 
provide more useful guidance for identifying and evaluating familiarity and self-interest threats. 

42.  KPMG Overall we find the enhancements to the general provisions provide more useful guidance for identifying and evaluating 
familiarity and self-interest threats created by long association.  

We highlight that in a number of jurisdictions there is significant ongoing regulatory activity in this arena, for example, recent 
legislation in the European Union concerning partner rotation and mandatory firm rotation. As a result, we recommend that 
IESBA evaluate the effects on practice of such recent changes to laws and regulations, in particular those relating to 
mandatory firm rotation, to determine whether further changes to IESBA requirements are needed to ensure that the key 
principles underlying the Code are not undermined.    

For example, the mandatory rotation of audit firms may lead to a significant increase in movement of personnel between 
different firms/networks, in particular of senior personnel and those with sector-specific expertise and specialist skills. The 
General Provisions make reference to the overall length of an individual’s relationship with a client and the closeness of their 
relationships with senior management and TCWG, however, in the main they consider personnel of a particular audit firm who 
serve a client and do not refer explicitly to any roles prior to their employment with a particular firm. 

43.  Kreston 
International 

The enhanced guidance in paragraph 290.148 is useful.  The safeguards could include reference to discussion with those 
charged with governance. There is no time frame applied to the general provisions whilst a seven year time period applies to 
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Public Interest Entities and rotation.  This could lead to non-PIE audits being subject to greater scrutiny as PIE audits will 
principally apply the rotation rules. This could have a significant impact on SMPs 

44.  Malta See response to question 1 above. 

45.  MIA We believe the proposed enhancements in paragraph 290.148 provide useful guidance. 

46.  MICPA MICPA agrees that the proposed enhancements do provide more useful guidance for identifying and evaluating familiarity 
and self-interest threats created by long association and they appear adequate. 

47.  NASBA We support the general provisions outlined in paragraphs 290.148 and 290.149.  With respect to any staff below a key audit 
partner (KAP), we recognize that such staff may be responsible for identifying issues that are eventually decided upon by the 
KAP.  Further, junior staff usually move into more senior staff positions, and they may grow into decision making positions 
where they are familiar with a client.  Hence, we believe that the general provisions should apply to the evaluation of potential 
familiarity threats that may exist for all individuals on the audit team.    

We also believe that paragraph 290.149A needs greater clarity in the context of its impact on firms that do not audit public 
interest entities.  In particular, we would like some clarity about whether peer review performed under peer review standards, 
would be equivalent to an external quality review.  Consider the following fact pattern.  Assume that a small CPA firm has a 
long standing relationship with a private company and it has audited the company for many years.  Also, assume the audit is 
regularly selected and evaluated as part of a peer review conducted in accordance with published peer review standards 
every three years, and the audit firm passes the peer review.  Would this meet the criteria of an external quality review?   It 
would be very helpful to clarify this for accounting firms that do not audit public interest entities. 

48.  Nexia 
Australia 

Yes.  However, we believe that the proposal should acknowledge that potential threats caused by long association may be 
mitigated by the size of the fees generated from the client, both in nominal terms and as a percentage of the firm’s total 
revenue.   For example, paragraph 290.148A states that “a self-interest threat may be created as a result of an individual’s 
concern about losing a longstanding client of the firm”.  However, a self-interest threat may be insignificant if the revenue 
generated by that client is not significant to either the engagement partner’s portfolio or the audit firm as a whole.  

Therefore, we suggest that the factors identified in paragraph 290.148B make reference to the size of the fees generated by 
the client as a factor to consider in assessing the significance of the self-review threat. 

49.  Nexia 
International 

Yes. However, we believe that the proposal should acknowledge that potential threats caused by long association may be 
mitigated by the size of the fees generated from the client, both in nominal terms and as a percentage of the firm’s total 
revenue.  For example, paragraph 290.148A states that “a self-interest threat may be created as a result of an individual’s 
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concern about losing a longstanding client of the firm”. However, a self-interest threat may be insignificant if the revenue 
generated by that client is not significant to either the engagement partner’s portfolio or the audit firm as a whole.  

Therefore, we suggest that the factors identified in paragraph 290.148B make reference to the size of the fees generated by 
the client as a factor to consider in assessing the significance of the self-review threat. 

50.  NZAuASB The NZAuASB is strongly in favor of enhancing the general provisions in order to establish as robust a framework as possible.  
The NZAuASB prefers a principled approach to maintaining independence, and a strong framework sets these principles. In 
New Zealand, in some instances there is only one auditor in remote locations, and therefore enhanced guidance on identifying 
and acting to safeguard against familiarity threats is very relevant and helpful.  

In principle, the NZAuASB supports the proposed changes to paragraph 290.148A and 290.148B but recommends that further 
clarification should be made to assist audit team members in evaluating the significance of the threat consistently, emphasizing 
that the more junior a role, or the lower the ability to influence the outcome of the audit, the lower the significance of the threat, 
which may not require the application of any safeguards.  In practice these safeguards are unlikely to have any impact in 
practice for personnel that operate below a manager level.  

The NZAuASB supports the addition of paragraph 290.148C and considers this to be a relevant factor. In many instances the 
auditor will outlive the senior management of a client, and this change at the client could significantly reduce the familiarity 
threat.  

The NZAuASB received mixed views about the additional safeguard in paragraph 290.149A of changing the role of the 
individual on the audit team.  Some were of the view that association with the client’s management will continue as roles 
change and therefore this does not address a familiarity threat.  Others were of the view that adopting a new role brings a 
fresh approach and therefore this is effective. The NZAuASB considers that unless this safeguard reduces the ability of the 
individual to influence the outcome of the audit, or reduces association with client management, the NZAuASB does not see 
how this safeguard effectively reduces the familiarity threat.  Also, it is unclear how this would apply in practice. For example, 
for a sole practitioner, would allowing a senior manager to “act” as the engagement partner on the engagement be an 
appropriate safeguard to eliminate the familiarity threat created by the long association of the senior manager with the audit?  
The NZAuASB is not sure that this is a desirable outcome or whether this was intended by the IESBA.  The NZAuASB 
recommends that further guidance be added to indicate how this safeguard was intended to be applied.  Specific guidance to 
deal with circumstances of a senior manager moving to a partner level would be very relevant in practice. 

51.  PICPA The proposed enhancements provide excellent guidance for identifying and evaluating familiarity and self-interest threats; 
however, an underlying premise of the guidance is that the risk of such threats are measured in terms of time. A measure of 
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effectiveness of time is but one indicator of potential threats. Care must be given to ensure that risks that occur before the 
time limits proposed are also identified and handled by the firm. 

52.  Pitcher 
Partners 

The proposed enhancements capture the practical considerations currently considered by our firm to identify and evaluate the 
familiarity and self-interest threats created by long association, and do not add more useful guidance for our firm.  

The list of safeguards in proposed paragraph 290.149A should not be an exhaustive list, because the nature of safeguards 
would depend on the nature and significance of the threat. 

53.  PKF Broadly we agree that the proposed revisions provide more useful guidance. However, the final sub-paragraph in 290.148A 
is confusing in as far as it deals with concern about losing a longstanding client. We propose that this be removed from this 
section of the Code, as such self-interest threats are dealt with elsewhere and need not be linked to long association in this 
context. We believe the safeguards listed as example are adequate. However, the addition of “including an engagement 
quality control review” in the final bullet in 290.149A is not clear and will cause confusion in its current form. We agree that 
this may be a necessary safeguard, but the wording may imply that an engagement quality control review is required when 
quality review is implemented as safeguard. We propose that the two concepts be separated to read as follows: 

• Performing regular independent internal or external quality reviews of the engagement. 

• Performing regular engagement quality control reviews of the engagement. 

54.  PwC The proposed enhancements to the general provisions provide useful guidance for identifying and evaluating familiarity and 
self-interest threats that may be created by long association. In particular, we are supportive of the explicit statement in 
290.148A that an understanding of an audit client and its environment is fundamental to audit quality, as this highlights the 
fact that the length of time spent on a client engagement can enhance audit quality. However, there are some areas that could 
be further clarified, as follows: 

• 290.148A includes the following statement: “…a familiarity threat may be created as a result of an individual’s long 
association with… the financial statements on which the firm will express an opinion or the financial information which 
forms the basis of the financial statements”. We question how an individual’s long association or familiarity with financial 
statements would be defined or measured as this statement could have wide application, especially given the public 
nature of PIE financial statements. As such, we suggest that this specific bullet point be removed or amended to read 
“the audit of the financial statements on which the firm will express…” 

• 290.148A includes the following statement: “A self-interest threat may be created as a result of an individual’s concern 
about losing a longstanding client of the firm or a desire to maintain a close personal relationship with a member of 
senior management or those charged with governance”. It is wrong to presume that individuals on the engagement 
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team will lack the objectivity and skepticism to make independent decisions with respect to the client or engagement. 
To highlight this point and better communicate the fact that the evaluation of threats needs to be balanced with 
consideration of safeguards, we would suggest that a discussion of safeguards follow this introduction of the threats in 
this paragraph as follows: “These threats arising from long association can be eliminated or reduced through the 
application of safeguards, which may include internal or external safeguards.” 

In terms of other safeguards that should be considered, we note that the examples of safeguards listed in 290.149A are all 
examples of safeguards that would be implemented after a threat is identified rather than including examples of safeguards 
that can be put in place proactively to help manage the creation of these threats on an ongoing basis, such as review and 
supervision of engagement team members. These types of safeguards are even more significant to highlight if the General 
Provisions are extended to all “individuals” rather than only “senior personnel” and given their effectiveness in protecting 
against threats on a continual basis. 

55.  RCA YES. This paragraph could also consider the treats, created by the interest of those charged with government to influence 
individuals of audit team. 

56.  RSM Yes, we agree with the general provisions of paragraph 290.148 and do not propose any further safeguards. 

57.  SAICA Yes, we do believe that the general provision in paragraph 290.148 provides useful guidance however; the IESBA should 
clarify the applicability of the examples given in the paragraph at firm level or partner level. For example: 

• Paragraph 290.148A currently states that “A self-interest threat may be created as a result of an individual’s concern 
about losing a longstanding client of the firm or a desire to maintain a close personal relationship with a member of 
senior management or those charged with governance.” 

• We propose that this paragraph be rephrased to state that ”A familiarity threat or self-interest threat  may be created as 
a result of a firm or key engagement partner an individual’s concern  losing a longstanding client of the firm or a desire 
to maintain a close personal relationship with a member of senior management or those charged with governance.” 

• The example provided of “a desire to maintain a close personal relationship with a member of senior management or 
those charged with governance” with the client is given as a self-interest threat in paragraph 290.148A.   

• We also propose that the following example of a self-interest threat be included to provide clarity in this paragraph: 

• “A self-interest threat may be created by an individual’s hesitancy to overturn a decision previously reached, so as not 
to call into question the prior judgement”.  
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• It should be noted that the threats from long association are not limited to the impact on that individual’s objectivity.  Due 
to the role of an engagement partner, they have a significant influence on all of the other members of the engagement 
team.  In order to incorporate this threat, we would suggest amending 290.148B as follows under point A, bullet 5 which 
currently states that “The extent to which the individual has the ability to influence the outcome of the audit, for example 
by making key decisions”; “ 

We therefore recommend the following proposed wording:   “The extent to which the individual has the ability to influence the 
outcome of the audit, for example by making key decisions and directing or influencing other members of the engagement 
team.” 

58.  SCM AOB is of the view that the proposed enhancements have allowed for greater clarity and understanding with regard to the 
identification and evaluation of familiarity and self-interest threats created by long association.  

However, AOB wishes to emphasize that it is important to be mindful that these safeguards are non-exhaustive and that the 
identification and evaluation of familiarity and self-interest threats potentially created by long association should be performed 
objectively at all times. 

59.  SMPC 
(IFAC) 

The proposed enhancements to the general provisions should provide more useful guidance for identifying and evaluating 
familiarity and self-interest threats created by long association.   

However, as drafted, this section appears to imply that the familiarity threat is the sole concern without regard to the impact 
of certain measures on audit quality. In our view, this section should also indicate that there may be a trade-off between 
measures aimed at safeguarding familiarity threats and the depth of knowledge and experience gained by audit personnel, 
including audit partners, which directly impact audit quality. 

Alternative safeguards such as external rotation or tendering ought to feature in a firm’s assessment of the need to rotate 
individuals. 

60.  Tuffias (a) Do the proposed….. – YES 

(b) Are there safeguards…. – NO 

61.  William Buck We believe that the enhancements made to the general provisions in paragraph 290.148 do provide useful additional 
guidance. It is our belief that in many respects the additional guidance puts formally into words the current actions of our firm 
in assessing familiarity and self-interest threats. The Australian Corporations Act 2001 and CLERP 9 take a number of the 
additional guidance points as mandatory assessments in determining independence at the engagement level already. We 
believe the safeguards noted are sufficient in support of the additional guidance. 
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62.  WPK In our view, the added guidelines are too detailed and overly complex. They may even bring about inconsistencies or at least 
create confusion when compared with the general definition of the “familiarity threat as provided in par. 100.12 (d) of the Code. 
For example, it is difficult to understand why “…an individual’s long association with […] the financial statements on which the 
firm will express an opinion or the financial information which forms the basis of the financial statements…” (par. 290.148A) 
may create a “familiarity threat” compared to a long association with the client or the client’s management, respectively. 
Similarly, it can be questioned whether “…the nature or complexity of the client’s accounting and financial reporting issues 
and whether they have changed…” (par. 290.148B) is a factor that may increase or reduce the significance of familiarity or 
self-interest threats as stated in par. 290.148C.  

As already explained in our general comments above, we would also like to note that external rotation, a requirement for 
auditors and audit firms to introduce a system of gradual rotation as well as a tendering need to be considered as alternative 
safeguards to mitigate the threats that may arise from familiarity and self-interest. We believe that these safeguards and their 
application have to be taken into account by applying a more holistic approach when assessing the need for an audit firm to 
rotate individuals. Otherwise, if separately applied, taken together these safeguards might bring about an adverse impact on 
audit quality due to a lack of knowledge and expertise of the client and its business within the audit team. 

63.  ZICA We do believe that the proposed enhancements to the general provisions in paragraph 290.148 would provide more useful 
guidance for identifying and evaluating familiarity and self-interest threats created by long association. For now, there are no 
other safeguards that we would like to bring to your consideration. 
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Should the General Provisions apply to the evaluation of potential threats created by the long association of all individuals on the audit 
team (not just senior personnel)? 

# Respondent Respondent’s Comment 

1.  ACCA 
 

Yes, we agree that the evaluation of potential threats should be applied to all members of the audit team, and not just senior 
personnel. Any member of the audit team could be associated with audit client staff long enough to create threats to 
independence. However, the varying natures of these types of relationship make it important that a principles-based approach 
is adopted, subject of course to due regard for the perception of appropriate independence 

2.  AICPA We do not support the proposed revision to apply the General Provisions to all individuals on the audit team.  While audit 
decisions are made every day by all members of the engagement team, senior personnel on the audit team, primarily the key 
audit partners, have the overall responsibility for all of the significant audit judgments and decisions made during the audit.  
Non-senior personnel generally do not participate in making key or significant auditing decisions that are not reviewed with, 
or approved by, senior personnel. We believe any familiarity or self-interest threats resulting from “junior” personnel on the 
engagement, such as a staff person, would be insignificant and therefore, would generally not result in the need to apply 
safeguards. Accordingly, we do not believe firms should be required to devote time and resources to evaluate threats resulting 
from non-senior personnel who have been assigned to an audit engagement for a significant period of time.  We believe the 
extant scope of the guidance (i.e., to senior personnel) remains appropriate and do not support broadening the scope to cover 
all engagement personnel. 

3.  Altaf Noor 
Ali 

Yes. 

There are many individuals involved in an audit and contribute by their roles in reaching to the audit opinion. The strength of 
the chain, in case of an audit, is its weakest link. 

4.  ANAN ANAN believes that the General Provisions should apply to the evaluation of potential threats created by the long association 
of all individuals on the audit team and not limited to the senior personnel because even the junior staff that have stayed too 
long on a particular audit could also tacitly influence the outcome of an audit through “information manipulation” and “data 
cover up”. 

5.  APESB APESB is of the view that familiarity and self-interest threats posed by junior personnel are not as significant as senior 
personnel and that the proposed general provisions should not be extended to all individuals on the audit team. The key 
decision makers on an audit engagement are the senior personnel who are responsible for the management of the audit 
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engagement. The proposed requirements are likely to introduce an unnecessary level of complexity in monitoring the tenure 
of all individuals on the audit team.  

In addition, any potential threats caused by long association of junior personnel are reduced through the planning, monitoring 
and review processes undertaken by senior personnel on the audit engagement. The existing Code refers to threats created 
by ‘senior personnel’, which is not a defined term and in practice the focus has been on KAPs. 

Accordingly, we propose the following for your consideration: 

• Define the term ‘senior personnel’ as those who exert significant influence on the outcome of the audit engagement (i.e. 
audit managers, senior managers, directors and KAPs). This will provide greater clarity to ensure that the general provisions 
are applied to all senior personnel and are not limited to KAPs. 

The above change will mean that the ‘time clock’ will commence when individuals become audit managers and not when they 
are in junior roles. Furthermore due to high staff turnover in most audit firms, a significant proportion of junior personnel will 
leave before becoming audit managers and thus the effort of monitoring and tracking the audit engagements’ junior personnel 
served on will be wasted. APESB’s proposal will be less onerous and is likely to be more effective from a cost benefit 
perspective. 

6.  Auditor 
General NZ 

Yes. 

7.  BDO Familiarity and self-interest threats caused by long association can arise at all levels so the general principles should apply to 
all individuals on the audit team. However, in practice we believe that the likelihood of a junior member of the audit team, 
particularly in a non-decision making capacity, causing such a threat is remote. 

8.  CAANZ  No. Introducing this requirement will introduce an unnecessary level of complexity in the management of engagement teams. 
In practice, the junior members of the engagement team do not usually have extended contact with senior personnel at the 
client. Additionally in the time over which a junior engagement team member becomes more senior, it is likely that there will 
have been change in client personnel, so it is unlikely that a true familiarity threat would evolve. Some of our members 
expressed concerns that if too many members of the audit team rotate off the engagement, there are potential adverse impacts 
to the depth of understanding within the audit team of the entity and its environment which would adversely impact audit 
quality. 

9.  CAI As explained in the cover letter, AAC does not support the extension of the general provisions to all individuals on the audit 
team. 
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10.  CISPA In overview the auditor members agreed that the provisions should apply to all individuals on the audit team but the non-
auditor members responded that audit firms should be allowed to self-regulate and continue to supervise audit juniors 
adequately as to extend rules to all personnel is too complex. 

11.  CPA Aus CPA Australia supports the provision of guidance to assist auditors identify, evaluate and address independence threats 
arising from long association with an audit client. 

12.  CPA 
Canada 

The General Provisions should extend the evaluation of potential threats created by long association to all individuals on the 
audit team. The inclusion of the ability of an individual to make key decisions is an important factor to be considered. 

13.  Crowe 
Horwath 

It is appropriate to refer to the evaluation of the potential threats created by the long association of all individuals on the audit 
team.  

The explanatory memorandum explains that IESBA has recognized concerns arising from the long association of all members 
of the audit team. Some practitioners may disagree with this view, and we encourage IESBA to prepare examples that illustrate 
the threat connected with the long association of any member of the audit team. For example, IESBA could prepare an 
example where long association has arisen from progression from a junior position to a senior position over time. Another 
example could be prepared to illustrate the risks where a long serving staff member has performed the detailed audit work for 
many years. 

14.  D A Hughes The general provisions need to be considered in context.  Refer paragraphs 1.3 and 1.4 above. In some cases a threat to 
independence may exist but in many cases, other circumstances will mitigate that threat. In particular, when an individual has 
extensive and varied experience in-between each audit engagement, their approach and perspective will continue to evolve 
each year they return to the audit client. The strength in this potential ‘familiarity’ of one team member will be mitigated by the 
firm’s quality control processes and more particularly by the review and supervision by audit partners subject to the rotation 
provisions. 

15.  D S F 
Juvenal 

In relation of effectiveness of evaluation of potential threats for long association of all individuals on the audit team that in this 
case I agree, however, I have doubt in which mechanisms for reduction of problems for audit firm rotation in the organizations, 
I suggest for the Board, if agrees, consults local and regional regulators for to know about exceptions. 

16.  DFSA The DFSA agrees with the proposed changes to apply to all individuals associated for a long period with a client.  Familiarity 
threat can arise from individuals working on the field due to long term exposure to the same client and operational methods 
which is not limited to senior personnel on a specific assignment. 
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17.  DTT Familiarity and self-interest threats that are caused by long association with an audit client are not limited to senior personnel.  
There are many different factors that can contribute to or help to mitigate this risk.  It is appropriate for an audit engagement 
team to consider these factors in totality and use professional judgement in order to determine which safeguards, if any, are 
required to bring any identified threats to an acceptable level. 

18.  EYG No.  We do not believe it is necessary to extend the General Provisions and the evaluation of potential threats created by long 
association from senior personnel to all individuals on the audit team since sufficient safeguards such as supervision and 
review and others are already in place for junior members of the audit team.  However, we believe it is reasonable to give 
consideration to the cumulative number of years of service of an individual for the same client, once that individual becomes 
key audit partner, and whether an extended number of years on the same client in a variety of roles prior to becoming key 
audit partner creates a potential threat.   

19.  FAR No, FAR does not find that it should include all individuals on the audit team. 

20.  FEE In principle, familiarity threats could arise for any member of the staff, the general provisions might therefore be applicable to 
all individuals of the audit team. That being said, it should be recognized that the more junior the member of the staff, the less 
likely there is a significant threat. 

21.  FKA Yes. Other audit team members with long experience and close association with the client can also be easily compromised. 

22.  FSR In principle yes. As we understand the new text, it provides useful guidance only. This might be clarified to avoid the risk of 
stricter interpretations.   

23.  GTI We believe the general provisions should apply to the evaluation of potential threats created by the long association of all 
individuals on the audit team to help enhance the objectivity, independence and professional skepticism of all members of the 
audit team; which will strengthen the existing framework and help improve overall audit quality. Furthermore, we believe the 
Board’s proposal will ensure that the threats created by the long association of audit firm personnel with an audit client are 
appropriately addressed on all audit engagements. 

24.  HKICPA We consider the proposed enhancements to the general provisions in paragraph 290.148 would provide useful guidance for 
identifying and evaluating familiarity and self-interest threats created by long association.  

We agree in principle that any audit team member could be associated with an audit client for long enough to create threats 
to independence. Having said that, we believe that in general the significance of the threat created by junior audit team 
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members is much less than for senior members as they are not typically involved in making key audit decisions or influence 
the outcome of the audit. 

25.  ICAB Yes. 

26.  ICAEW In principle, familiarity threats could arise from any member of staff so the general provisions should apply to all individuals 
on the audit team. That said, it should be recognized that the more junior the member of staff, the less likely there is a 
significant threat 

27.  ICAG Yes. We agree with the fact that the general provisions regarding the potential threats created by long association is broadened 
beyond the senior personnel. This is because, by the very nature of assurance engagements, various members of the team 
have roles to play at their respective levels. Any member of the audit team could be associated with the client long enough to 
create familiarity and self-review threat. Also given the fact that most of the audit of the financial statements are carried out 
by other team members other than senior personnel (i.e. the engagement partner and other key audit personnel) it should 
apply to all.  

Any compromise on quality or standards irrespective of the level of the assurance professional involved could have 
consequences on the conclusions reached by the engagement executives as they would base their decisions on what 
information is provided them by the team. 

In this regard, it is important to have the same procedure for the evaluation of ethical threats applied at the various levels of 
the engagement team. 

28.  ICAP In case there are such long associations of the junior staff, familiarity threats can theoretically arise. However, the junior staff 
is usually not deputed at same client on recurring basis during a longer run; and secondly, the threats associated with the 
junior staff cannot be considered significant unless they have progressed to the senior cadre over the long association period. 
We therefore are of the view that general provisions should include examples of circumstances and indicative timelines of the 
association where junior staff’s familiarity threat could be considered significant. 

29.  ICAS Yes, the general principles, should apply to all individuals on the audit team. The extent of the threat posed by less senior 
personal is obviously likely to be less but will ultimately depend on their role and the nature of the work that they undertake in 
relation to the audit concerned. 

30.  ICAZ While we think that this enhancement is good, we do believe that the junior members (below audit-in-charge level) of a team 
do not necessarily have a major impact on the outcome of an audit. In most instances, they do not have the long association 
threat as they will be Trainees who usually get to the level of a senior after at least three years with the audit firm. We believe 
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the Code’s principles of evaluating threats to independence of junior trainees is adequate without having to consider the ‘long 
association’ threat. The significant issue here is the role that an individual has on an assignment over the period of association. 

31.  IDW We have significant concerns as to the proposed change from “senior personnel” to “personnel” in sections 290.148A and 
291.137A and do not believe that IESBA has appropriately justified the need to extend the application of these sections beyond 
senior personnel. 

The proposed deletion of “senior” means that far more individuals will fall under the provisions relating to long association 
than is the case at present, and will likely cause firms administrative burdens that, in our view, will generally outweigh any 
benefit. although it may be reasonable to assume that the length of time any individual is associated with a particular client 
would increase familiarity and self-interest threats, the ability of most personnel who do not have a senior role on an audit 
team to influence the audit opinion (or exert direct influence on the outcome of the audit) is generally relatively limited, and 
would likely result only from willful behavior, for example covering up errors found to protect an individual because of a close 
relationship or similar. As we have pointed out in responding to Question 1, paragraphs 290.130-139 of the Code already deal 
with threats arising from personal close relationships. Thus, we would argue that there is generally relatively little threat 
necessitating a safeguard in the circumstances pertaining to most audit and assurance engagements. Consequently, we doubt 
that a thorough consideration of all the factors listed in the ED would lead to a conclusion that rotation of personnel who are 
not senior personnel is a necessary safeguard in all but relatively few cases.  

However, if the proposals were adopted, all firms would need to consider the potential for familiarity and self-interest threats 
from all personnel on an engagement team. Our concern is that the proposed change could lead to calls – from risk-
management departments, from oversight authorities etc. – for firms to document, at regular intervals, considerations 
regarding each member of an audit or assurance team for every separate engagement in which they are involved in order to 
justify why the individual should not rotate from the audit engagement – an onerous task for larger teams. There are also likely 
to be practical difficulties in assessing the various factors and their interactions, since assessments of individual circumstances 
involve considerable subjectivity. Furthermore,  although larger firms may have the capacity to rotate less senior members of 
staff, many SMPs are likely to find this to be impossible since they simply do not have that many staff, or may be concerned 
that personnel changes in a smaller audit teams could have a marked negative impact on audit quality.  

A loss of staff continuity at less senior levels also impacts the amount of interaction an audit team will have with a particular 
client’s accounting department, since it is the “new” less senior staff who are likely to have questions on a day-to-day basis; 
questions which their predecessors would not need to repeat each year. This burden on an entity subject to audit should also 
be factored into the IESBA’s cost-benefit considerations.  
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In conclusion, we believe that a risk-based approach is needed. We suggest the IESBA retain the distinction between senior 
personnel and all other personnel, dealing with less senior personnel on the basis of “when something comes to the attention 
of the firm or engagement partner”. This is already possible, given the requirement of ISQC 1. 22 (b) whereby firms are 
required to have certain policies and procedures; specifically requiring “Personnel to promptly notify the firm of circumstances 
and relationships that create a threat to independence …” and pursuant to ISQC 1. 22 (c) “the accumulation and 
communication of relevant information to appropriate personnel so that (i) the firm and its personnel can readily determine 
whether they satisfy independence requirements…”. 

32.  IMCP We consider it appropriate to extend the scope to all individuals of the audit team, distinguishing the degree of influence that 
each individual can exert. 

33.  IOSCO We agree with the Board that “any member of the audit team, not just senior personnel, could be associated with the audit 
client long enough to create threats to independence, depending on the nature of the role they perform.” We believe the broad 
concept of rotation provides an opportunity for the audit engagement to be conducted by individuals with fresh minds who are 
best suited to perform an objective audit.  

While partners on an engagement have a heightened level of responsibility for the engagement as compared to non-partners, 
like the Board, we believe the familiarity threat should not be narrowly focused on partners. However, of particular note, we 
believe the familiarity threat of non-partner engagement team members who “grew up” on an engagement should also be 
emphasized within the requirements. Though the familiarity threat should be assessed for all such individuals, it is particularly 
important for those non-partners who grew up on the engagement and then became a partner on the same engagement. 
While accumulated knowledge about the audit client may benefit audit quality, these benefits must be weighed against the 
significant threat of familiarity with respect to individuals who grew up on the engagement and the need for individuals with 
fresh eyes to conduct the audit. 

We recognize the Board’s general provisions to address long association of all engagement team members but we believe 
the requirements should be significantly strengthened to appropriately address the familiarity threat of non-partner 
engagement team members who have grown up on the engagement. We think the time on and time off periods should be 
scaled according to the individual’s role on the engagement, that is, the seniority of the role and possibly the nature and extent 
of work performed. 

34.  IPA Yes.  We have no objection to the general provisions being extended to all members of the engagement team. 

35.  IRBA We welcome the IESBA’s concerns that any member of the audit team, not just the senior personnel, could be associated 
with the audit client long enough to create threats to independence, depending on the nature of the roles that they perform. 
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We agree that the general provisions should apply to evaluating the potential threats created with respect to all individuals on 
the audit team, on all audit and assurance engagements. We support the proposed change to replace references to “senior 
personnel” with “personnel.” 

While larger audit firms with a high staff complement may argue that the association of staff other than the senior personnel 
is for a limited time period, this is not the case for all audit firms. Small and medium sized firms with few staff may have the 
same personnel on the audit for longer than others. 

36.  J T Giraud I understand, with the general provisions, the ultimate goal is the quality of audit or assurance. All members of an audit team 
don't have any contact with TCWG, nor substantially influence the audit outcome. Even if an audit team has some people, 
they aren't all KAP nor senior personnel. Ultimately, the quality of the audit mainly depends of senior personnel or KAP. Then, 
the general provisions should only apply for senior personnel and KAP, not for the other individuals of the audit team. 

37.  JEC Grant Yes the role of managers and below can be very important. There should be a requirement to evaluate the threat and there 
should be a documentation requirement related to this. 

38.  JICPA We support this revision. All individuals on the audit team, not just senior personnel, could give rise to the potential threat 
created by the long association and, therefore, the General Provisions should apply to the evaluation of potential threats 
created by the long association of all individuals on the audit team. 

39.  KICPA We are for the IESBA’s perspective that the familiarity and self-interest threats created by long association could occur not 
just senior personnel but to all individuals in the audit team. 

40.  KPMG We support the extension of the applicability of the General Provisions to the evaluation of potential threats created by long 
association of all personnel on the audit team, in addition to senior personnel.   

We believe the proposed changes to the Code support the application of a principles-based approach to identifying and 
evaluating any threats and applying safeguards, since the amendments recognize the nature of the different roles performed, 
the type of interaction with the audit client, and the extent to which the individual has the ability to influence the outcome of 
the audit.   

This would allow an audit firm to evaluate threats arising from particular relationships based on specific facts and 
circumstances. 

41.  Kreston 
International 

The general provisions should apply to all individuals, where an individual has performed the same role on an audit for a 
number of years there is likely to be an impact on objectivity and professional skepticism. This may have a more significant 
impact on SMPs where staff may move less frequently but it should be possible to manage issues that are identified. 



Compilation of Responses to Specific Questions 
IESBA Meeting (November/December 2015) 

 

Supplement B to Agenda Item 5 
Page 27 of 173 

# Respondent Respondent’s Comment 

42.  MIA We recognize that any member of the audit team who is associated with the audit client for a long period of time will create a 
threat to independence.  The Institute believes that the proposed general provisions would strengthen the independence of 
professional accountants in public practice. 

43.  MICPA Yes, MICPA concurs with the proposal that the General Provisions should apply to the evaluation of potential threats created 
by the long association of all individuals on the audit team (not just senior personnel). 

44.  Nexia 
Australia 

No.  In our opinion, the potential self-interest threats posed by junior members of an audit team are not significant and the 
proposed General Provisions should not be extended to all members of the audit team.  

The practical reality is that all audit firms face significant staff turnover at the intermediate and senior staff levels.  Audit clients 
consider stability of client teams as enhancing audit quality and efficiency as those audit staff develop their knowledge and 
understanding of the client’s business.  

Any potential  threats caused by long association of audit staff is reduced through the planning, monitoring and review 
processes undertaken by more senior audit personnel, including the engagement partner and review partner. 

45.  Nexia 
International 

No. In our opinion, the potential self-interest threats posed by junior members of an audit team are not significant and the 
proposed General Provisions should not be extended to all members of the audit team. Any potential threats caused by long 
association of audit staff is reduced through the planning, monitoring and review processes undertaken by more senior audit 
personnel, including the engagement partner and review partner. 

46.  NZAuASB The NZAuASB is supportive of clarifying the application of the general provisions.  “Senior” personnel was not defined and 
has not been consistently applied in practice, therefore clarification is needed. 

Whilst the NZAuASB agrees in principle, that all individuals on the audit team, not just senior personnel, are subject to a 
familiarity threat, it is the significance of this threat that will determine what, if any action is needed.   For a junior team member, 
with limited ability to influence the outcome of the audit, it may not be necessary to apply any safeguards as the threats by 
themselves may be sufficiently low. There is usually sufficient staff turnover, and change of roles at junior levels to address 
any familiarity threat, and therefore the NZAuASB considers that expanding the provisions to apply to all team members will 
not have any impact in practice. Another mitigating factor to address the threat to independence for all staff on the audit team, 
is that their work is reviewed by more senior staff, and for critical audit areas is also reviewed by the engagement quality 
control reviewer. 
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The NZAuASB considers that this guidance is probably best aimed at the audit manager or in-charge level and up.  As an 
alternative to expanding this guidance to apply to all members of the team, it may be more useful to define “senior personnel” 
to target that group.  Guidance for that group would be most helpful in practice. 

47.  PICPA No. The basic premise is that time is the primary factor in analysis of risk. The individuals involved in the entire process; 
auditors, senior personnel, the management team of the client, and those charged with governance, provide a general 
framework that provides reasonable assurance that changing all individuals in the process on the audit team would not be 
helpful.  Additionally, the loss of key talent by a mandatory rotation of all personnel may, in fact, reduce the quality of the audit.  
Finally, please note that we question time as being a reasonable measure of effectiveness. A suggested alternative approach 
would be to require an organization to review the process for evaluating familiarity and self-interest threats, and affirmatively 
assert that such risks have been addressed within the time frame in the proposed standards, rather than requiring mandatory 
rotation. 

48.  Pitcher 
Partners 

No, the general provisions should not apply to all individuals on the audit team. The general provisions should continue to 
only apply to senior personnel, because junior personnel: 

• do not have the ability to influence the outcome of the audit, for example, by making key decisions; and 

• generally have limited interaction with senior management or those charged with governance. 

The potential rotation of all personnel on the audit team is not ideal for client service, client cooperation and the overall 
knowledge and understanding of the client’s industry and risk with the ‘hands on’ client staff. One example of the negative 
impact of rotation of all members of the audit team on client service is that client knowledge is retained by audit team personnel 
and the greater the extent of rotation, the greater the loss of client knowledge. Currently, a common concern already raised 
by our clients is that they would like to see continuity of audit team personnel. 

In our view, the consideration and documentation of the evaluation of potential threats created by long association of junior 
personnel on the audit team will create an unnecessary administrative burden on the audit team, because it will never lead to 
the identification of a threat that would require a safeguard. 

49.  PKF Yes, we agree that these provisions should apply to all individuals on the audit team. 

50.  PwC While we agree that every individual on an engagement team needs to be independent and objective and that potential threats 
can apply to any individual, there are numerous other highly effective safeguards applicable to individuals other than senior 
personnel associated with the audit engagement, that are available to manage actual or perceived threats that may arise from 
long association. As indicated in our response to Question 1, we believe the General Provisions do not currently give an 
appropriately balanced recognition of safeguards as compared to potential threats and giving more prominence to other 
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available safeguards becomes even more critical if the General Provisions apply to all “individuals” rather than “senior 
personnel”. 

While examples of external safeguards are included in the Code, there are numerous examples of internal safeguards which 
are not explicitly mentioned, including: 

• Professional standards requiring that the work of managers and junior staff is directed, reviewed and supervised 

• The fact that key audit decisions are ultimately the responsibility of the audit engagement partner, who is subject to 
rotation 

• Engagement quality control review by an independent, objective partner who casts an impartial eye over the team’s 
work and the engagement leader’s decision, with this partner also subject to rotation 

• Audit firm requirements to have robust quality management systems in place to monitor independence 

Any evaluation of potential threats for individuals other than senior personnel should include consideration of all of these 
safeguards, and we recommend that the General Provisions recognize these additional safeguards. 

51.  RCA YES, General Provisions should apply in this case, but taking into account the extent to which the individual has the ability to 
influence the outcome of the audit. For the junior staff these treats could be in great extent (but not fully) neutralized by the 
control safeguards applied by senior stuff. 

52.  RSM No, because it is the KAP who has the overall responsibility for the assignment of the audit team members and is responsible 
for audit decisions made during the audit.  In addition audit decisions or judgments made by junior personnel would be 
reviewed and approved by the KAP.  As such, the KAP’s professional judgment and the firm’s policies and procedures are 
sufficient for assessing whether familiarity of more junior audit team members poses a threat to independence and it is not 
necessary to specific requirements such as this in the Code. 

53.  SAICA No, in South Africa, we are of the view that there is sufficient change in the engagement teams, other than the engagement 
partner, because of the composition of the teams. These are made up of trainee accountants that serve articles for three years 
and managers that either become partners (who are then covered by the long association restrictions), or they would find 
other employment. Furthermore, manager and trainees interact with those responsible for the financial statements under audit 
at a level that does not unduly influence them through a long-term relationship. We therefore propose that there is no need to 
extend the provisions of long association to staff that is hierarchically below the engagement partner and any KAP as the 
threats of familiarity and self-interest do not seem to be present. This threat, if it is perceived, can be dealt with in the normal 
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way of assessing independence of members of the audit team. Firms should be encouraged to develop their own policies for 
this threat, bearing in mind that these policies need to cover independence in mind and in appearance. 

54.  SCM AOB wishes to emphasize the importance of considering the nature of the roles undertaken by the respective individuals on 
the audit team, and whether these roles are potential threats to the appearance of independence in the audit engagement.  

Further, in the absence of clear guidelines on the performance of such voluntary evaluation, it is recommended that the IESBA 
consider how a breach of the General Provisions may be established.  

Nevertheless, AOB wishes to share that in Malaysia, the concerns giving rise to familiarity and self-interest threats created by 
long association of non-senior personnel are naturally addressed by the high staff attrition rate, which acts as a natural 
safeguard against such threats. 

55.  SMPC 
(IFAC) 

We disagree with the proposal that the General Provisions should apply to all individuals on the audit team. There is a lack of 
evidence in support of the need to extend the application of these sections. In our opinion, it is unnecessary to have general 
provisions beyond senior personnel. We encourage the IESBA to retain the current distinction between senior and other 
personnel, but adopt a risk based approach to non-senior staff that can take individual engagement circumstances into 
account i.e., mirroring ISQC 1 .22 (b) and (c) on an “when the firm becomes aware” basis, rather than designing rules to be 
applied by all. 

In practice, junior team members will not be exposed to areas involving significant decisions or judgment and their work is 
subject to full review by more senior team members. They will therefore have very little opportunity to be in a position to 
influence an audit opinion (or exert direct influence on the outcome of an audit). If the proposals were adopted, firms would 
need to consider the potential for familiarity and self-interest threats from all personnel. This could lead to calls for firms to 
document, at regular intervals, considerations regarding each member of an audit team in order to justify why the individual 
should not rotate from the audit engagement, particularly when external inspection is involved. The time involved in complying 
with such requirements would likely significantly outweigh any perceived benefits of such a proposal as the propensity of less 
senior personnel to influence the audit outcome is generally limited. In addition, many SMPs may not have sufficient resources 
to fully comply with the proposals and it may adversely impact audit quality were an SMP is unable to assign the most 
appropriate staff person(s) to an assignment.  

We also have some concerns with the new wording proposed to the General Provisions section, specifically para.290.148A. 
The term “familiarity threat” is defined in section 100.12 (d) as “the threat that due to a long or close relationship with a client 
or employer, a professional accountant will be too sympathetic to their interests or too accepting of their work”. The proposed 
changes to para.290.148A specify an individual’s long association with the financial statements on which the firm expresses 
an audit opinion, or the underlying financial information, as one of the three factors that may create a familiarity threat. In our 
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opinion, this is not compatible with the afore-mentioned definition of familiarity threat, since that definition refers solely to 
relationships between individuals. In addition, it is questionable whether familiarity with financial statements and information 
could, alone, create a threat to an auditor’s compliance with the fundamental principle of objectivity, i.e. independence as 
addressed in Section 290 (the word “or” in 290.148A and 291.137A means it could). 

56.  Tuffias No. 

57.  William Buck We believe that it is only the senior members of the engagement team that the general provisions should apply to. It is held 
that more junior staff are not involved in the key decisions during the audit process. The other key factors here are that the 
more junior staff members are the ones in practice likely to be fluid to the engagement and on large engagements are likely 
to only focus on one aspect of the engagement in any year. 

58.  WPK We disagree with the underlying assumption that all individuals on the audit team may be equally affected by familiarity and 
self-interest threats, as significant decisions with respect to the audit opinion are taken (as a general rule) by senior personnel. 
Furthermore, the influence on the outcome of the audit that personnel with a junior role may have can be considered to be 
relatively limited. Thus, we do not see the need for going beyond the existing provisions.  

On the other hand, if adopted, the proposed requirements would cause a disproportionate burden for audit firms as they would 
have to implement comprehensive examination and surveillance measures (including full documentation and total traceability) 
to demonstrate compliance with the requirements of the Code and to avoid negative consequences whether internally or by 
oversight authorities. 

59.  ZICA The General Provisions should just be limited to senior personnel. 
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If a firm decides that rotation of an individual is a necessary safeguard, do respondents agree that the firm should be required to 
determine an appropriate time-out period? 

# Respondent Respondent’s Comment 

1.  ACCA Yes, we agree that the firm should be required to determine an appropriate time-out period. The necessary length of the time-
out period (and so its effectiveness) is directly related to the length and nature of involvement of the individual concerned, and 
the threat arising from that level of familiarity. Therefore, firms require flexibility in determining the appropriate time-out period 
in each situation. Our response to question 5 below is also relevant to this question. 

2.  AICPA We do not believe it is necessary to include a requirement that the firm determine an appropriate rotation period when it 
concludes that rotation of an individual is an appropriate safeguard.  Since there is no rotation requirement for such individuals 
under the guidance, it would appear counterintuitive to require that the firm determine a rotation period.  Furthermore, in 
practice, we believe firms will most likely determine an appropriate period if they believe rotation is an appropriate safeguard 
and therefore, such a requirement is unnecessary. Finally, in cases where a firm determines that rotation is an appropriate 
safeguard, the firm should have the ability at any given time to re-evaluate the threats and determine that such rotation is no 
longer necessary without being “locked-in” to a pre-determined period. 

3.  Altaf Noor 
Ali 

See 290.149B; related 290.150C 

Agreed.   

We find a robust mechanism for spotting red flags to be missing in the framework, which in turn prompts the firm to consider 
the option of rotation of audit team members on sound basis. 

We recommend an annual review of the members of the audit team; with a highlight on those members of the audit team 
being assigned for more than a year.  Refer to our General Comment 1,3,4. 

4.  ANAN In our view the rotation of an individual is indeed a necessary safeguard and since the individuals concerned are staff of the 
firm, it stands to reason that the firm should determine the appropriate time-out period deemed convenient and reasonable. 

5.  APESB APESB agrees that the firm should determine the policies and prescribe an appropriate cooling-off period for senior personnel 
(excluding KAPs). 

6.  ASSIREVI In general, Assirevi agrees with the overall approach of the IESBA to address the threats resulting from long association 
between an auditor and the audit client, other than a Public Interest Entity (“PIE”).   
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However, this new approach should take more account of the characteristics of the audit firm. The specific nature and 
difficulties that audit firms - especially small and medium-sized ones - could be faced with when implementing the safeguards 
set out under paragraph 290.149A should be carefully considered. More specifically, we refer to the rotation of the individuals 
on the audit team and the change of roles within the audit team. With respect to the factors set out under paragraph 290.148B, 
Assirevi believes that “the extent to which the individual has the ability to influence the outcome of the audit, for example by 
making key decisions” should be the main element used to decide whether the threats of familiarity and self-interest related 
to the long association exist or not. If such threats are believed to exist, the significance of the threat should then be assessed 
in light of the other factors indicated in paragraph 290.148B.  For greater clarity, the comments above refer only to the rotation 
system relating to audit engagements performed on entities which are not Public Interest Entities. With respect to audit 
engagements on PIEs our comments are detailed below. 

7.  Auditor 
General NZ 

Yes. 

8.  BDO We agree that the firm should be required to determine an appropriate time-out period in this circumstance. 

9.  CAANZ  We support the approach taken in this aspect of the ED that an audit firm should have the discretion to determine its own 
approach to managing these situations. 

10.  CAI AAC agrees that, in such circumstances, the firm should be required to determine the appropriate time-out period. 

11.  CISPA Firms could be allowed to determine the cooling-off period for persons that are not EPs as the potential independence issues 
are less direct given the indirect nature of the relationships between such roles and the client.      

12.  CNCC We think that the appropriate time-out period is different in each and every case, the circumstances must be taken into account 
separately. Professional judgments should be applied to each situation. 

13.  CPA Aus CPA Australia supports the provision of guidance to assist auditors identify, evaluate and address independence threats 
arising from long association with an audit client 

14.  CPA 
Canada 

When a firm decides that rotation of an individual is necessary, firms should be required to determine an appropriate time-out 
period. It is reasonable that the professional judgment that is necessary to evaluate threats should also be applied to the 
determination of a time-out period. 

15.  Crowe 
Horwath 

Allowing the firm to determine an appropriate time-out period is a proper application of a “principles based” standard. However, 
IESBA may wish to specify a minimum period of time, to avoid any misunderstanding. As stated in 290.149B, more detailed 
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requirements apply in the case of public interest entities. IESBA should state that the firm has to document the reasons for 
determining the time-out period chosen for a specific individual on a particular engagement. 

16.  D A Hughes I concur with the view that the firm should be required to determine an appropriate time-out period. This will allow a range of 
relevant factors to influence the appropriate time-out period. 

17.  D S F 
Juvenal 

I have doubt in which mechanisms for reduction of problems for audit firm rotation in the organizations, I suggest for the Board, 
if agrees, consults local and regional regulators for to know about exceptions, because rotation of an individual can have 
specific legislation for labor or tax with different point and can impact in relation to determine an appropriate time-out period. 

18.  DFSA DFSA is in the view that leaving the firm to determine an appropriate time-out period may not lead to address the familiarity 
and self-interest threat.  Providing such flexibility can significantly impair the effectiveness of any requirement for rotation of 
an individual, as the time-out period can be established to extend the length of the period. 

19.  DTT As mentioned in the previous response, there are many variables that can contribute to or detract from the significance of the 
threats to independence that long association bring.  If the firm determines a time-out period is the only appropriate safeguard, 
there will be other factors that will indicate the appropriate length of time.  It would be too difficult for the Board to create a 
standard that would adequately take into account these variables.  Rather, if the firm has applied the appropriate professional 
judgement to determine rotation is a necessary safeguard, it should also be that firm’s judgement to determine the length of 
the time-out period based on the given facts and circumstances, especially as this relates to junior personnel.  We agree that 
it is appropriate for the firm to be required to determine an appropriate time-out period. 

20.  EYG No.  If the evaluation is made that it is appropriate to rotate an individual, we believe the applicable time-out period as set forth 
in the Code for KAPs (depending on the type of client) should be followed rather than the firm determining an alternate time 
period. 

21.  FAR Yes, FAR believes that the firm should set up rules about the length of a time-out period. In FAR's opinion a minimum of two 
years should be applied. 

22.  FEE We agree that an appropriate time-out period should be determined and believe that it is already current good practice. A 
certain minimum length of this period could be indicated by the Code of Ethics, for instance two years. 

23.  FKA Yes, There is need for a firm to have a policy on this, guided by the provisions of the Code. 

24.  FSR In principle yes. As we understand the new text, it provides useful guidance only. This might be clarified to avoid the risk of 
stricter interpretations. 
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25.  GTI We agree that if a firm decides to rotate an individual off an audit engagement as a necessary safeguard to eliminate or reduce 
a familiarity or self-interest threat, then the firm should be required to determine an appropriate time-out period based on the 
significance of the threats given rise to the rotation. The time-out period should not be mandated and should be based on the 
specific facts and circumstances of the situation. 

26.  HKICPA We agree that firms should be required to determine an appropriate time-out period when applying the safeguard of rotating 
the individual off the audit team under paragraph 290.149A. 

27.  ICAB Yes 

28.  ICAEW We agree, though we would hope that this is the codification of current good practice. 

29.  ICAG It is entirely possible to have the audit firm determine the appropriate time-out period if the firm decides an individual on the 
team needs to be rotated as a safeguard. This is because, once the firm demonstrates enough commitment to keeping with 
the requirements of the ethical standards by evaluating a threat and determining that an individual needs rotation, it should 
be reasonable to expect that the firm would necessarily apply a reasonable time out period to ensure that the threat that 
caused the rotation in the first place has been completely mitigated or at least reduced to the minimum level that poses no 
further risk to the assurance engagement. However, we believe that a minimum period of 2 years should be prescribed and 
thereafter the decision should be flexible at the firms’ discretion. 

30.  ICAP We agree to the above suggestion in principle. The code may provide some insights as to the factors necessarily be 
considered while determining such a time-out period and the frequency for putting a staff member to such time-out. However, 
it would be better if time-out period is prescribed. 

31.  ICAS Yes, we are supportive of this proposal. 

32.  ICAZ Where firms decide to rotate individuals, they should determine their own appropriate time-out period. This allows firms to 
manage their risks better. 

33.  IDW  Yes, we support this proposal, since the individual engagement circumstances would need to be taken into account. We 
also refer to our remarks concerning audit quality in this regard. 
 

34.  IMCP Yes, however, it would be desirable to maintain a minimum time-out period, which is currently two years. 

35.  IPA Yes.  We believe this safeguard is in fact the most appropriate method by which familiarity should be dealt with under the 
Code.  Rather than the Code prescribing arbitrary time-on and cooling-off periods based upon set numbers of years, we 
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believe that a firm with the necessary principles in the Code can determine an appropriate cooling-off period, if in fact that is 
deemed necessary. 

36.  IRBA We agree that an audit firm may decide that the threat to independence is so significant that rotation of an individual is a 
necessary safeguard; the firm should determine an appropriate period during which the individual shall not participate in the 
audit engagement or exert direct influence on the outcome of the audit engagement. We recommend that the proposed 
amendment clarify that in those circumstances the firm should consider the requirements applicable to the public interest 
entities cooling-off period (i.e. two to five years). 

If a guideline of a cooling-off period is not suggested, registered auditors may make use of unsuitable lengths of time, e.g. 
less than a year. Registered auditors in South African have raised the issue that the Code should not remove judgement from 
the audit firm in this situation. This judgement would include a consideration by the auditor of all safeguards, and if he or she 
thinks that rotation is necessary, he or she will make the correct decision and apply the appropriate period that will be best 
suited to the engagement. It has been suggested that this situation would be the exception rather than the norm. 

37.  ISCA While we agree that there should be an appropriate time-out period, the smaller firms could face difficulties determining what 
it should be.  

Paragraph 290.149B states that “If a firm decides that the threat is so significant…...determine an appropriate period during 
which the individual shall not participate in the audit engagement......”. For the smaller audit firms, should they determine that 
there are familiarity threats arising from certain client engagements, it will be at their discretion to determine what the 
appropriate cooling-off period should be. This is highly judgmental and may be difficult to justify when challenged. On a similar 
note, it is also going to be challenging for the regulators to determine if a significant threat has been appropriately identified 
at the right point in time, as well as if an appropriate cooling-off period has been determined by the audit firms. 

In view of the above, we would suggest that the IESBA provide more practical guidance in the form of case studies of different 
scenarios, especially for the smaller audit firms with non-PIE audit clients. 

38.  J T Giraud Yes, I do. 

39.  JEC Grant Yes but there is a danger that a firm will decide on a minimal and ineffective period. The Code would be stronger if it established 
a minimum period. 

40.  JICPA We support this revision. If the rotation of an individual is a necessary safeguard, the firm should be required to determine an 
appropriate time-out period in order to reduce the threats created by the long association of individuals. When the firm 
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determines an appropriate time-out period, it should be determined based on an evaluation of the significance of the threats 
with consideration to each firm’s rotation policy and circumstances. 

41.  KICPA We support the IESBA’s proposed changes that the firm should be required to determine an appropriate time-out period, 
instead of IESBA suggesting an appropriate period in the Code, when the rotation of an individual is a necessary safeguard. 

42.  KPMG We agree it would be appropriate for the firm to determine both when a threat is so significant that the rotation of an individual 
is necessary, as opposed to the application of other safeguards, and also an appropriate time-out period as a safeguard based 
on the specific facts and circumstances, including the nature of the threat identified. 

43.  Kreston 
International 

The firm should determine an appropriate time-out period. However, it may be appropriate to specify a minimum period of say 
two years. Recognition could also be given to the fact that some of the factors that lead to a rotation decision may change in 
the time-out period and this could mean that it is appropriate to shorten the time out period. 

44.  MIA We agree that the firm should be required to determine an appropriate period during which the individual shall not participate 
in the audit engagement or exert any influence on the outcome of the audit engagement. 

The term ‘direct influence’ is used in paragraphs 290.149B and 290.150B.  We are of the view that the rotated engagement 
partner should not exert any influence on the outcome of the audit engagement.   

45.  MICPA MICPA agrees with the proposal for a firm to determine an appropriate time-out period if the firm decides that rotation of an 
individual is a necessary safeguard. 

46.  Nexia 
Australia 

As indicated at Q2, we do not agree with the proposal to extend cooling-off to all individuals on the audit team.   

However, if the IESBA proceeds with the proposals, we recommend that the firm should determine an appropriate time-out 
period rather than a period being mandated by the IESBA. 

47.  Nexia 
International 

As indicated at Q2, we do not agree with the proposal to extend cooling-off to all individuals on the audit team. 

However, if the IESBA proceeds with the proposals, we recommend that the firm should determine an appropriate time-out 
period rather than a period being mandated by the IESBA. 

48.  NZAuASB The NZAuASB considers that determining an appropriate cooling-off period is subjective and that there is not one specified 
period that would always be appropriate.  The NZAuASB considers that the provisions established for public interest entities 
could establish a level of precedent.  The NZAuASB considers that the firm should establish a policy regarding cooling-off and 
it is appropriate for the firm to establish this policy, given that it is also the firm that will determine when rotation is necessary.  
However, the NZAuASB considers that this requirement will be open to varying interpretations and is unlikely to result in 
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consistent application.  It may be useful for further guidance to be developed if there is to be consistency in application. The 
NZAuASB also believes for this safeguard to be meaningful the minimum cooling-off period should be at least one audit period.   

49.  PICPA Absolutely. We believe this is the preferable approach to the problems associated with such risks. 

50.  Pitcher 
Partners 

Yes, we agree that the firm should be required to determine an appropriate time-out period. 

51.  PKF Yes, we agree that the firm should determine the appropriate time-out period. 

52.  PwC We agree that this is a reasonable expectation in cases where firms use rotation as a safeguard when a threat has been 
identified. However, the use of the phrase “shall not participate in the audit engagement” in 290.149B is unclear. We would 
suggest replacing this with the wording already included in paragraph 290.150A: “shall not be a member of the engagement 
team or provide quality control for the audit engagement”. 

53.  RCA Yes. 

54.  RSM Yes, if the firm has decided that rotation of an individual is a necessary safeguard then the firm should determine an 
appropriate period during which the individual should not participate in the engagement. There are numerous facts and 
circumstances that would lead to a significant risk of familiarity and accordingly flexibility is needed. Indeed, should the facts 
and circumstances change during the time out period the duration of the time out period could be increased or decreased in 
response. 

55.  SAICA We do believe that it is appropriate for the firm to be required to determine an appropriate time-out period. Rotation of an 
individual is necessary so as to eliminate threats to independence of mind and in appearance. Once the firm identifies that an 
individual is required to rotate in order to eliminate a threat to independence or reduce it to an acceptable level we are of the 
view that a firm can deal with these threats in the normal way of identifying threats to independence and provide safeguard 
that eliminate the threats or reduce them to an acceptable level. 

56.  SCM Notwithstanding earlier comments regarding the proposed enhancements to the General Provisions, AOB agrees that the 
appropriate time-out period should be determined by the firm. 

57.  SLF We agree that the proposed safeguards to eliminate the threat or reduce it to an acceptable level for “Long association of 
Personnel (including partner rotation) as it pertains to non-public audit clients is reasonable i.e. leaving it up to the judgment 
of the firm. (291.137D). 
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58.  SMPC 
(IFAC) 

We agree that the firm should be required to determine an appropriate time-out period. Documentation of the determination 
within the working paper file, including the rationale for the length of the time-out would be appropriate. 

59.  Tuffias Yes 

60.  William Buck We believe that it is entirely appropriate for firms themselves to determine an appropriate time-out period for personnel who 
when applying the guidance and the safeguards need to be rotated. Obviously our views in relation to partners on PIE 
engagements will be more firmly expressed in our responses to later questions. It should be noted that in our experience , 
being a mid tier firm, that given the types of client engagements and staffing structures, that the time-out periods would vary 
even within firms tailored to client circumstances. In summary this would result in more than a one size fits all policy outcome. 

61.  WPK We agree with the proposal. 

62.  ZICA We agree that the firm should be required to determine an appropriate time-out period. 
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Question 4 
Do respondents agree with the time-on period remaining at seven years for KAPs on the audit of PIEs? 

# Respondent Respondent’s Comment 

1.  ACCA ACCA agrees with the proposal that the ‘time-on period’ should remain at seven years. We feel that the benchmarking 
evidence and stakeholder feedback set out on page 9 of the consultation effectively support this proposal. Furthermore, we 
believe that the most effective way to strengthen the Code, and to make the maximum time-on period more meaningful, is to 
focus on the length and nature of the cooling-off period.  

Achieving an appropriate balance between independence and the drivers of audit quality requires the consideration of many 
factors (including the perception of stakeholders). Therefore, ACCA believes that the appropriate time-on period in a particular 
case can only be assessed on a principles basis. The prescription of a maximum period in respect of PIEs should only serve 
as a limitation in situations in which the assessment of threats and safeguards would not satisfy a PIE’s stakeholders. 

2.  AICPA We support the seven year “time-on” period for KAPs on the audits of PIEs that currently exists in the Code. 

3.  Altaf Noor 
Ali 

See Section 290.150A. No.  

We recommend a maximum of three distinct audit cycles of five years each separated at the fifth and tenth year by five years.  

We recommend disclosure in the audit report of the number of years (periods) for the KAP. 

We recommend a similar disclosure in audit report for Section 290.153 which provides for an exemption from time-on period 
for firms not having sufficient personnel with necessary knowledge and experience to serve as Key Audit Partner. 

4.  ANAN The view of ANAN is that the time-on period should be five years instead of the longer period of seven years to stem the threat 
of independence in appearance which has a great influence on familiarity threat. 

5.  APESB APESB concurs with IEBSA’s view that the time-on period for a KAP of a PIE should remain as seven years. We note that the 
existing provisions in the Australian Corporations Act 2001 (Corporations Act) allow the Engagement Partner to serve a five-
year time-on period in respect of a listed entity which can be extended by two years with the approval of the entity’s audit 
committee (i.e. it is legislatively possible for listed entities in Australia to extend the time-on period to seven years). However, 
to date this has rarely occurred in practice. 

6.  Auditor 
General NZ 

We agree with the time-on period remaining at seven years for KAPs involved in the audit of PIEs. 

7.  BDO We agree and are not aware of any particular problems with having a seven year time-on period. 
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8.  CAANZ  We support the approach taken in this aspect of the ED. 

9.  CAI AAC agrees that the period of seven years for KAPs on the audit of PIEs should remain in place. 

10.  CISPA Yes, 7 years is an appropriate time-on period. 

11.  CNCC We agree with the time-on period to remain at seven years and with the flexibility offered by the Code to this period, which, in 
fact, is a maximum period. However, each country has the possibility of deciding on a shorter time-on period if it so desires. 

12.  CPA Aus Yes we agree. 

13.  CPA 
Canada 

The time-on period should remain at seven years for KAPs on the audit of PIEs. 

14.  Crowe 
Horwath 

We agree with retaining the time-on period as seven years. This period is considered appropriate for most situations, but as 
noted in the Explanatory Memorandum, individual jurisdictions can choose to shorten this period to reflect their own 
circumstances. 

15.  D A Hughes Agreed 

16.  D S F 
Juvenal 

Yes, I agree with the time-on period remaining at seven years for KAPs on the audit of PIEs, so I suggest for the Board, if 
agrees, consults local and regional regulators for to know about exceptions. 

17.  DFSA The DFSA agrees with the view that seven years is an appropriate length spent with a client as it allows building sufficient 
understanding of the operations and business besides placing a limit on potential risks of familiarity and self-interest. 

18.  DTT Yes.  Seven years strikes an appropriate balance between the impact that long association can have on objectivity with the 
impact of losing knowledge and continuity with a client.  Additionally, stability of the Code is greatly important unless there is 
an overwhelming need for change and if those changes help to bring convergence.  We do not consider such a need exists 
in this particular area and any changes to the Code alone would not address convergence issues nor improve audit quality. 

19.  EYG Yes, we agree that a seven year time-on period continues to be appropriate for KAPs on the audit of PIEs.  A seven year time-
on period provides an appropriate balance between addressing the familiarity and self-interest threats created by long 
association and the need to both acquire and maintain relevant knowledge and experience to support audit quality.  We are 
not aware of any empirical evidence that suggests that a seven year time-on period is too long. 
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20.  FAOA  We support the time-on period remaining at seven years for KAPs on the audit of PIEs. However, we disagree with the 
proposal to extend the cooling-off period to five years for the engagement partner of PIE audits. We doubt that increasing the 
cooling-off period to five years enhances the auditor’s independence. 

21.  FAR Yes, FAR finds that seven years is appropriate as a time-on period. This said, it should be noted that the firm-rotation rules 
with a time-on period of … to … years (optional for each national jurisdiction) that are currently being implemented in the 
European Union will create discrepancies between firm-rotation according to EU-legislation and KAP-rotation according to the 
Code. 

22.  FEE In general, we support the time-on period to be seven years, the main reason being that it is in compliance with the EU 
legislation currently in place. Any specified limit is arbitrary, but we are not aware of any evidence that would suggest that 
there have been specific issues with the application of the seven year maximum rotation period in the EU since the 
transposition of the 2006 Statutory Audit Directive. The overruling general principle to go below seven years in case of any 
threat detected should be possible. 

23.  FKA Yes. This is reasonable to manage the risk involved for PIEs. 

24.  FRC We believe that it is helpful that the period for which key audit partners can act as such is consistent, whether they are the 
engagement partner, engagement quality control reviewer or other partner making key decisions or judgments. However, we 
believe that IESBA has reached the wrong conclusion that it is not appropriate to reduce the current period from seven years 
to five. 

The Explanatory Memorandum identifies that “a number of larger jurisdictions have restricted the time-on period to five years 
for the engagement partner and the individual responsible for the engagement quality control review (EQCR) on the audits of 
listed companies. The International Organization of Securities Commissions (IOSCO) had also indicated that the IESBA 
should review the time-on period “given the shorter regulatory requirement in many jurisdictions. A five year rotation period 
would ensure that a fresh mind is brought to the audit more frequently and reduce any familiarity threat.””  

The Explanatory Memorandum notes that some regulators (including ourselves) provide for increasing the time-on period from 
five to seven years in certain circumstances on the grounds of preserving audit quality. However, this is intended to apply in 
exceptional circumstances and does not provide an argument that seven years is therefore acceptable as a general base 
period. Further, IESBA’s allowance, albeit in rare cases, that a key audit partner can serve an additional year, takes the 
maximum time-on period under the IESBA Code up to eight years. 

We are concerned that the proposed changes to the Code appear to reflect a compromise to address perceived practical 
issues in some, particularly smaller, jurisdictions. We strongly recommend IESBA reconsider this – to serve the public interest, 
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and alleviate concerns about threats to auditor independence and objectivity, ethical principles for auditors of PIEs should not 
be subject to compromise. The arguments IESBA puts forward against reducing the time-on period do not appear to be borne 
out by the practical experience in those jurisdictions where a shorter period is in place. It is also not clear as to the basis for 
IESBA’s statement that “Such increased frequency of rotation is not likely to bring about meaningful incremental benefits ... 
to the confidence in the independence of the auditor.” 

25.  FSR Yes, since this complies with the EU regulation. 

26.  GTI We agree with the time-on period remaining at seven years for KAPs on the audit of PIEs.  The seven year time-on period 
allows KAPs to obtain a comprehensive understanding of the client’s business, industry operations, and key risks. 
Accumulating this in-depth knowledge of the client we believe enhances overall audit quality. 

27.  HKICPA  We agree it is appropriate for the time-on period to remain at seven years for KAPs on the audit of PIEs 

28.  ICAB Yes 

29.  ICAEW We agree. The principal familiarity threat will arise with the engagement partner, by the nature of the audit process, so it 
seems reasonable to have a longer rotation period for other key audit partners. Indeed the proposal reflects the approach 
adopted by the APB Ethical Standards on auditor independence for some years. Any specified limit is arbitrary but we are not 
aware of any evidence to suggest that there has been a particular problem with seven year maximum rotation periods. 

30.  ICAG There is still a range of discussions around whether the time-on-period should be five (5) or seven (7). 

Having followed through the discussions, we really do not think a five or a seven year period makes such a significant 
difference in terms of familiarity and self-interest threat especially due to the continuous monitoring by the firm and the 
possibility of even rotating, once a risk factor is identified even before the 5 or 7 years. 

31.  ICAP In our view, for an audit of a public interest entity, an individual should not be a key audit partner for more than seven years 
unless the law prescribes a shorter period in which case the requirement of the law should prevail for such specific entities. 

32.  ICAS On balance, we are supportive that a seven year time-on period continues to be appropriate for KAPs with respect to the audit 
of a PIE. We are not aware of evidence that would suggest that a period of 7 years is too long although we acknowledge that 
in the UK the Financial Reporting Council in its ethical standards for auditors, restricts the time-on period for audit engagement 
partners of PIEs to 5 years although there is potential in certain circumstances for this period to be increased to 7 years. The 
EU has also recently reconsidered this issue and decided to stick with the status quo of seven years. 

33.  ICAZ We fully concur with not changing the time-on period. 
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34.  IDW We agree that this period should not be shortened. However, as explained in more detail, we are not convinced that retaining 
such a rules-based approach with an arbitrary period of time is the best approach. Given the arguments we have explained 
above, we suggest the Code acknowledge that a maximum period is needed for KAPs on the audit of PIEs, but provide 
guidance as to the length thereof, or consider whether a technique such as a rebuttable presumption might be used instead 
of setting a firm number of years. This would allow a degree of flexibility rather than constituting a one-size-fits-all safeguard 
to long association issues for the audit of PIEs – particularly when internal rotation is used in conjunction with other measures, 
such as external rotation.    

35.  IMCP Yes. 

36.  IPA No. 

We do not support the concept that the Code of Ethics contain ‘rules’ which specify time limits for either ‘time-on’ or ‘cooling-
off’ an audit engagement.  We believe the principles within the Code should be able to provide members with the necessary 
guidance and safeguards to determine for themselves when a key audit partner (or any other personnel) should be rotated 
from an engagement. 

We are of the opinion that there should be a principle rather than a rule and that any time period should be purely indicative.  
This indicative time period should remain at seven years and not be influenced by local jurisdictional rules.  

If specific time based rules are to be imposed upon the auditor then we believe the local regulator is best placed to make 
those decisions.  Local based regulators are in a better position to weigh up all of the arguments for and against a rotation 
period and can also accommodate some of the unique practical difficulties faced by local practitioners and the industry. 

We object to the default proposition that an audit practitioner cannot remain independent even after a long association with 
a client subject to appropriate safeguards (other than forced rotation) being in place. 

37.  IRBA We would not object to a shorter period. The South African Companies Act, 2008, (Act No. 71 of 2008) section 92 already 
provides for a shorter period, as it requires the individual engagement partner on an audit to rotate after five years. This is 
followed by a two year cooling-off period.  

We therefore do not foresee a decrease in audit quality with the reduction of the engagement period from seven to five years 
in South Africa. 

38.  J T Giraud Familiarity is increasing with the time. Then, more time spend, more the familiarity increases. Second, many jurisdictions 
already apply five years like a time-on period. In maintaining the seven years like time-on period, I believe the concern 
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"familiarity" is not addressed. Then, like applied in many jurisdictions, instead of seven years, I suggest five years like time-
on period.    

39.  JEC Grant Yes. I think this strikes the appropriate balance between independence and the requisite knowledge for audit quality. 

40.  JICPA We support this revision. The seven year time-on period is appropriate because this struck the right balance between 
addressing the threats and maintaining audit quality. 

41.  KICPA Please refer to our comments on the question No. 5. 

42.  KPMG Notwithstanding our overarching comment that the provisions of the Code should be considered in totality, rather than as 
individual elements, we agree with the proposal that the time-on period remain at seven years as we believe this is optimal to 
support audit quality overall.  We also consider it beneficial that this time period aligns with that required by partner rotation 
rules in many jurisdictions, including the European Union.  

We note that a number of jurisdictions establish a time-on period of less than seven years.  We believe that the proposed 
changes to the Code are premised on the time-on period remaining at seven years, and therefore we suggest elsewhere that 
it would be beneficial to amend the Code to avoid unintended consequences for such jurisdictions. 

43.  Kreston 
International 

The time on period remaining at seven years for KAP’s is appropriate. 

44.  MAC The length of the full cycle of service rendering within a 7-year’s period complies with the requirements of the Russian 
Federal Audit Standards and Rules of Independence. This circumstance allows to reduce the risks of familiarity, own 
interest and non-disclosure in an optimum manner; 

45.  MIA In Malaysia, the time-on period has been shortened to five years for KAPs and EQCRs on the audit of PIEs and the cooling-
off period is two years.  

If the cooling-off period for the engagement partner on the audit of PIEs is set at five years, a seven-year time-on period for 
the engagement partner on the audit of PIEs is reasonable. 

46.  MICPA MICPA agrees with the proposal to keep the time-on period at seven years for KAPs on the audit of PIEs. 

47.  Nexia 
Australia 

Yes. 
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48.  Nexia 
International 

Yes. 

49.  NZAuASB The NZAuASB, as the standard setter in New Zealand, has harmonised the local ethical standard, Professional and Ethical 
Standard 1 that applies to assurance practitioners, with the rotation requirements of the IESBA Code of Ethics. 

In principle, the NZAuASB supports the IESBAs decision not to shorten the time-on period.  The NZAuASB agrees that 
shortening the time-on provisions needs to be balanced against the need for continuity with, and experience and knowledge 
of, the client to support audit quality.  The NZAuASB considers that shortening the time-on period could have negative 
consequences to audit quality and considers that there is insufficient evidence to justify shortening this period.  

However, as outlined in response to question 5, the NZAuASB has concerns with lengthening the time-off period as proposed 
to address the perception issue raised in the explanatory memorandum.  The NZAuASB therefore recommends that the time-
on requirements should not be considered in isolation to the time-off requirements but that a holistic response is more 
appropriate, and would encourage the IESBA to explore other combinations of time-on and time-off.  The NZAuASB also 
encourages the IEBSA to consider allowing more flexibility for individual jurisdictions to determine what is appropriate, given 
that the time-on period in many jurisdictions may differ and may be more onerous than the IESBA seven-year time-on 
requirements.  In that instance, extending the two-year time-off period may not be necessary. 

In New Zealand, the Auditor-General requires the engagement partner and senior audit personnel to rotate every six years 
on audits of public sector entities, whereas auditors of listed entities are required to rotate every five years by the NZX listing 
rules. In New Zealand the definition of a public interest entity (PIE) is broader than listed entities, and broader than the IESBA’s 
definition of a PIE. Therefore, for a large number of other public interest entities in New Zealand, the NZAuASB considers that 
a seven-year time-on period remains appropriate. However, in New Zealand, the NZAuASB also considers that a two-year 
time-off period remains appropriate.  

If the IESBA considers it absolutely necessary to make changes to the minimum international time-on, time-off requirements 
please refer to the NZAuASB’s response to Question 5 below. Although the NZAuASB supports the IESBA’s position not to 
shorten the time-on period, the NZAuASB has suggested an alternative solution in question 5, which is to consider reducing 
the time-on period of KAPs to six years, combined with an increase in the cooling-off period of the engagement partner to 
three years, instead of five years as proposed.  The NZAuASB consider that a more holistic approach, factoring in both time-
on and time-off factors in combination, may be less onerous in practice.  However, should the proposal to increase to the time-
off period to five years proceed, the NZAuASB supports the IESBA’s decision not to shorten the time-on period. 
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50.  PICPA Using time as a measure of effectiveness is problematic. A suggested alternative approach would be to require an auditor 
and those charged with governance to review the process for evaluating familiarity and self-interest threats, and affirmatively 
assert that such risks have been addressed within the time frame in the proposed standards, rather than requiring mandatory 
rotation. 

51.  Pitcher 
Partners 

Yes, we agree that the time-on period should remain at seven years for key audit partners involved in the audit of public 
interest entities. 

52.  PKF Yes, we agree in principle that seven years remains appropriate. However, we believe that the meaning of this seven year 
period needs to be clarified, e.g. are these consecutive years on the engagement, or any involvement as KAP during a seven 
year period? This has become a very important consideration in the context of the proposed extended cooling-off period, and 
with requirements in some jurisdictions which impose a shorter time-on period.  

Our responses to questions 5 and 7 elaborate on this argument, illustrates the need for clarity and sets out our proposed 
solution. 

53.  PwC We agree that the time-on period should not be reduced. We believe the current Code provides robust and appropriate 
safeguards against familiarity and self-interest threats and we do not believe there is a convincing supported case for changing 
the Code. The variation and recent changes in various local regulatory requirements indicates there is still diversity in views 
and at the very least suggests there is not conclusive evidence that more stringent rotation requirements are more effective 
in practice. 

We noted that even in jurisdictions with large practices where local regulators have imposed stricter rotation requirements, 
the change from seven years to five years on was very challenging to implement and continues to impact career progression 
of practitioners and by extension, the profession and audit quality, and any shortening of the time-on period would have an 
even greater impact on smaller or medium practices, including those smaller or medium-sized practices that are part of a 
larger network. 

As such, we are very much in support of there being no change made to the time-on period for KAPs on the audit of PIEs. 

54.  RCA Yes. 

55.  RSM Yes. 

56.  SAICA Yes, we agree with the time-on period remaining at seven (7) years for KAPs on the audit of PIEs. 
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57.  SCM In Malaysia, para 290.151 of the Malaysian Institute of Accountants By-Laws (On Professional Ethics, Conduct and Practice) 
("MIA By-Laws") imposes a more stringent requirement on KAPs of audits of PIEs whereby the maximum time-on period is 
five years. 

As such, AOB has no objection to the time-on period remaining at seven years for KAPs on the audit of PIEs. 

58.  SMPC 
(IFAC) 

We agree with the time-on period remaining at seven years for KAPs on the audit of PIEs. 

59.  Tuffias Yes. 

60.  William Buck Given the law in Australia is that the time - on period is only 5 years we have no objections to the Boards proposal. We would 
add however that the shorter time – on period really balances well with the current 2 year time – off period in terms of familiarity. 

61.  WPK There is, as far as we know, no evidence that the extant time-on period would not be sufficient to ensure conscientious and 
independent audits. Any change of the Code should be based on sound facts which we are not able to recognize here. 
Therefore, we see no need to change the time-on period.   

62.  ZICA We do agree that the time-on period (seven years) should not be shortened; a seven year time-on period is appropriate to 
provide the right balance between addressing the familiarity and self-interest threats to independence created by long 
association and the need to maintain relevant knowledge and experience to support audit quality. Increase in frequency of 
rotation is normally accompanied by an increase in costs and disruptions to companies. Such increased frequency of rotation 
is not likely to bring about significant incremental benefits, if at all, to audit quality or to the confidence in the independence of 
the auditor. 
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Question 5 
Do respondents agree with the proposal to extend the cooling-off period to five years for the engagement partner on the audit of PIEs? 
If not, why not, and what alternatives, if any, could be considered? 

# Respondent Respondent’s Comment 

1.  AAA SCAS The IESBA considers the significance of the familiarity threat by long association to be greater for engagement partner (EP) 
than for other KAPs, like the engagement quality control review partner (EQCR), and we concur.  This is reasonable given 
that the EQCR, for instance, does not meet the client, nor does s/he participate in the engagement or make decisions for the 
engagement team. Therefore, we are in agreement with the proposal of IESBA to extend the cooling-off period to five years 
for the engagement partner on the audit of PIEs. The extension of the cooling off period from 2 to 5 years is likely to reduce 
the familiarity threat to an acceptable level and, as discussed by IESBA, provide an effective fresh look by the incoming partner 
and truly remove the influence of the outgoing partner.  The IESBA also considered 3 years as not making any significant 
difference, and 4 years was not used by many jurisdictions and would lead to greater implementation challenges. The time-
on/time-out period of 7/5 would replace the current 7/2 for EPs of PIE audits, resulting in EPs serving up to 14 out of 19 
consecutive years rather than the current 14 out of 16 consecutive years. 

The AAA Auditing Standards Committee does not agree with the proposal that the engagement partner (EP) be required to 
cool-off for five-years if he or she served any time as the engagement partner during the seven year period as a KAP. 
(Referencing: Request for Specific Comment #8 on Rotation of KAPs on PIEs, and Code Paragraph 290.150A) The proposal 
that the KAP who serves any time as EP be required to cool-off for a period of five years, while easy to apply, does not appear 
to be reasonable, fair or appropriate, especially when considering that other KAP have a two year cooling-off period.  It would 
seem, for instance, that a EP serving a client say for 3 or 4 years or less would not pose as much of a familiarity threat to 
independence as one serving the full time-on period of seven years. Perhaps the IESBA should consider a three year time-
out for four years as EP; and 2 year time-out for KAP serving as EP for three years or less.  Therefore, for EP the time-on/time-
off tier approach would be as follows: 

5 – 7/5  serve min 10 out of consecutive 15 years  max of 14 out of consecutive 19 years 

      4/3  serve  8 out of consecutive 11 years 

   < 4/2  serve min 2 out of consecutive 4 years  max 6 out of consecutive 8 years 

2.  ACCA In many respects, the length of the cooling-off period is more important than the period for which a KAP is permitted to act. A 
short cooling-off period may simply be regarded as a brief hiatus in the audit appointment – a costly breach of continuity only. 
A meaningful cooling-off period will address the familiarity threat more effectively, but also allow (and encourage) the new 
KAP during that period to gain a better understanding of the client’s business. 
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However, a cooling-off period of five years would appear to many to be a long time in the context of new mandatory audit firm 
rotation requirements that have been legislated or are currently being implemented in some jurisdictions. Also, in some 
jurisdictions, the time-on period for engagement partners of listed companies is limited to a period of less than seven years. 
In these jurisdictions, an extension of the cooling-off period required under the Code could not easily be accompanied by a 
corresponding extension of the time-on period for the engagement partner. In view of this, and the complexities of establishing 
appropriate safeguards that fit all PIEs, ACCA recommends that the Code should provide greater emphasis on principles in 
respect of all audit entities, including PIEs. 

3.  AICPA We believe the familiarity and self-interest threats created by the audit engagement partner’s long association with an audit 
client that is a PIE may be more significant than for other KAPs.   Accordingly, we support the proposal to make the requirement 
more robust by extending the cooling-off period for the engagement partner to five years.   

4.  Altaf Noor 
Ali 

See 290.150A.  

Yes.  

We would rather like cooling period to be placed on the audit firm. 

5.  ANAN The cooling-off period depends mainly on the availability of sufficient personnel in the audit firm but on the average a three 
year cooling-off seems ideal to wipe off any string of familiarity between a KAP and the client’s personnel except where they 
are related parties and not a mere mutual work acquaintances. 

6.  APESB APESB is not supportive of IESBA’s proposal to globally extend the cooling-off period from two years to five years for the 
Engagement Partner of a PIE, as in our opinion there is a lack of evidence from fact-based research (i.e. audit failures directly 
linked to the existing two-year cooling-off period) to support such a significant change.  

Major concerns in moving to a five-year cooling-off period 

As far as APESB is aware, the five-year cooling-off period is the maximum period stipulated by a few major jurisdictions where 
this decision was made by the respective audit regulator or NSS of that jurisdiction taking into consideration specific 
circumstances that existed in those jurisdictions at the time. 

In addition to the lack of evidence from fact-based research, our other major concerns in respect of moving to a five-year 
cooling-off period are: 

• the jurisdictions (i.e. USA and UK) that moved to the five-year cooling-off period around 2003/04 were in relative terms 
badly impacted by the 2007/8 Global Financial Crisis (GFC), suggesting the benefits of moving to the five-year cooling-
off period in terms of audit quality is not clear;   
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• we are not aware of evidence from fact-based research which indicates that the existing two-year cooling-off period 
required under the Corporations Act for the Engagement Partner has given rise to audit failures in Australia;  

• different cooling-off periods under the proposed amendment to the IESBA Code and the existing Corporations Act, 
when they are currently aligned will add to complexity and give rise to the patchwork of regulations that need to be 
adhered to. This will add to regulatory burden with uncertain benefits; 

• over time the proposal is likely to reduce the number of Engagement Partners with specialized industry knowledge (e.g. 
mining, agriculture, financial services) as the ability of rotating partners to retain and develop their specialist skills in a 
five-year cooling-off period will be exacerbated; 

• the dwindling supply of Registered Company Auditors (RCAs) in Australia will also be exacerbated by a five-year cooling 
off period, which may lead to a de facto audit firm rotation particularly in regional areas. In 2006 there were over 6,000 
RCAs and in 2013 this number had declined to under 5,000; 

• we believe that a likely unintended consequence of the proposal will be to drive PIE audits to the largest firms which 
will lead to reduced competition in the audit services market. We do not believe such an outcome will be in the public 
interest; 

• Firms and RCAs who operate in regional areas of Australia will find difficulties in assigning replacement Engagement 
Partners to serve clients which may be detrimental to audit quality; and  

• Replaced Engagement Partners will spend more time in business development activities and tender proposals to secure 
audit and assurance clients as opposed to maintaining and developing audit quality. 

US experience in respect of the five-year cooling-off period 

We note that the United States (US) moved to a five-year time-on and five-year cooling-off period for the Engagement Partner 
and EQCR due to the enactment of the Sarbanes-Oxley Act (SOX) in 2002.  A subsequent study published by the American 
Accounting Association, ‘Mandatory Audit Partner Rotation: Perceptions of Audit Quality Consequences’ explores a ‘Model of 
Direct and Indirect Effects of Mandatory Rotation on Audit Quality’ (Model). The study examines how the more stringent 
Engagement Partner rotation rules mandated by SOX may have negatively impacted audit quality. The model predicts that 
Engagement Partner rotation has a direct and negative effect on client-specific knowledge, and that client-specific knowledge 
has a direct and positive effect on audit quality. The study notes that the Engagement Partner rotation provisions create 
unintended consequences and has an indirect and negative impact on audit quality. 

The Engagement Partners who were surveyed for this study did not view the acceleration of rotation, or extension of cooling-
off periods, required by SOX and the implementation of U.S. Securities and Exchange Commission (SEC) rules as improving 



Compilation of Responses to Specific Questions 
IESBA Meeting (November/December 2015) 

 

Supplement B to Agenda Item 5 
Page 52 of 173 

# Respondent Respondent’s Comment 

auditor independence in fact. They believed that accelerated rotation is perceived to enhance independence in appearance, 
but extended cooling-off periods may not have a significant effect on perceived independence.  

In 2008, the U.S. Department of the Treasury’s Advisory Committee on the Auditing Profession (ACAP) heard testimony on 
auditor rotation, including arguments that the SOX-imposed auditor rotation revisions negatively impacted Engagement 
Partners’ quality of life and, in turn, was detrimental to overall audit quality. Some of the testimony documented difficulties with 
reassignments caused by more frequent Engagement Partner rotation, particularly in remote geographic regions and in small-
practice offices; a growing concern about the profession’s ability to attract and retain high-caliber Engagement Partners and 
detrimental effects on technical and sector experience that results in diminished audit quality. 

The significance of Engagement Partner rotation requirements and its impact on audit quality  

We have also performed an assessment of the significance of the auditor rotation requirements and their impact on audit 
quality by reviewing the following frameworks or studies. 

IAASB’s ‘A Framework for Audit Quality’  (February 2014) states that a quality audit is likely to have been achieved by an 
audit engagement team that: 

• exhibited appropriate values, ethics and attitudes; 

• was sufficiently knowledgeable, skilled, and experienced and allocated to perform the audit work; 

• applied a rigorous audit process and quality control procedures that complied with law, regulation and applicable 
standards; 

• provided useful and timely reports; and 

• interacted appropriately with relevant stakeholders. 

IAASB’s Framework identifies elements that impact on audit quality. The independence standards will have an impact as one 
of the input factors to the audit process and will also be part of Audit regulation which is one of ten contextual factors that 
impact on the audit quality framework. We note that whilst the Framework refers to Engagement Partner rotation, a significant 
emphasis is not placed on auditor rotation requirements. The U.S. based Centre for Audit Quality  (April 2014) has identified 
the following thematic elements of Audit Quality as the most relevant for an audit committee to consider when evaluating their 
external auditor: 

• audit Firm’s leadership and tone at the top, 

• engagement team’s knowledge, experience and workload, 

• monitoring, and 
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• auditor reporting. 

The two frameworks noted above do not indicate that there are significant causal links between Engagement Partner rotation 
and audit quality. 

APESB notes that there has not been any systematic or material independence weakness identified in Australia since the 
Australian Treasury undertook a review and published Audit Quality in Australia - A Strategic Review in 2010. The findings 
indicated that Australia has a robust audit framework and the existing framework and regulations were working well. 
Subsequent to the issue of this report, the Australian Government also enacted legislation to allow an additional two-year 
time-on period for the Engagement Partner subject to the approval of the audit committee of the entity. In practice, audit firms 
have rarely taken advantage of this extension. Treasury also noted in this study that the skills and personal qualities of 
Engagement Partners and staff are important key drivers of audit quality as auditing is a knowledge-based service where the 
primary input is the expertise of the individual auditors and their staff. 

From the above frameworks and studies, it is clear that many factors have an impact on audit quality and that auditor rotation 
requirements is one of the many factors that impact on audit quality, and is not necessarily the most significant factor.  

APESB’s alternative proposal 

We acknowledge that the two-year cooling-off period for the Engagement Partner of a PIE might be perceived as inadequate 
by some stakeholders and respectfully propose that IESBA consider adopting a three-year cooling-off period for the global 
Code and then allow the audit regulator or the NSS of each local jurisdiction to determine whether they wish to adopt a longer 
cooling-off period (i.e. four or five years) by taking into consideration jurisdictional specific issues. We note that IESBA adopted 
a similar approach in respect of the definition of PIE in the existing Code. 

If this alternative is adopted, the three-year cooling-off period will also be consistent with the European Union’s recently 
amended Engagement Partner rotation rules in respect of the cooling-off period. We favorably note that IESBA’s global 
research of 82 jurisdictions also indicates that the two or three-year cooling-off period was supported by Those Charged with 
Governance (TCWG), regulators and NSS, for the Engagement Partner (56.5%) and EQCR (58.2%). 

APESB understands and supports IESBA’s efforts to ensure that the outgoing Engagement Partner is away from the audit 
engagement long enough for the incoming Partner to provide a ‘fresh look’ at the audit. However, we believe that IESBA 
should provide evidence from fact-based research to justify all jurisdictions moving from the existing two-year cooling-off 
period to a five-year cooling-off period. We note that the five-year cooling-off period has been adopted by a number of 
advanced economies with large populations and resources. These economies do not face the same challenges as Australia 
which is impacted by a relatively small population and a vast geography. 
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As the global standard setter, we strongly believe that IESBA should adopt a minimum acceptable cooling-off period, two or 
potentially three years and provide flexibility for each jurisdiction to determine if they need to adopt a longer cooling-off period 
taking into consideration specific jurisdictional circumstances which IESBA may not be aware of.  

We believe that in principle this is what has occurred with the time-on period for Engagement Partners of listed entities in 
jurisdictions such as USA, UK, Canada, Australia and New Zealand, which have adopted time-on periods that are shorter 
than those allowed under IESBA’s Code.  

Flexibility to reduce cooling-off period with concurrence of TCWG 

If, after considering all submissions, IESBA does determine to adopt a five-year cooling-off period for the Engagement Partner 
of a PIE, then we believe that there should be some flexibility to reduce the cooling-off period in exceptional circumstances 
with the concurrence of TCWG where the five-year cooling-off period will have a significant impact on audit quality. In principle 
this would be similar to the extension of the time-on period with the concurrence of TCWG in paragraphs 290.151-290.152. 

7.  ASSIREVI Assirevi believes that certain aspects of the new approach proposed by the IESBA with reference to the rotation system (key 
audit partners rotation and team audit rotation) relating to the audit of PIEs should be reconsidered in light of recent reforms 
that have been approved regarding regulatory audits in the EU. In the European legislation (Regulation n. 537/2014 of the 
European Parliament and of the Council of 16 April 2014) measures were specifically introduced to manage the threats 
resulting from the long association that are more restrictive than those being considered by the IESBA with the present 
consultation. We note that under these new requirements, commencing 2016, member states of the European Union 
(hereinafter “EU Countries”) will be required to implement mandatory rotation of audit firms and rotation of the key audit 
partners, measures that have existed for a number of years in Italy, when auditing PIEs.  The European regulation requires 
that an audit firm will have to rotate after a maximum of 10 years as auditor and then comply with a 4-year cooling-off period 
(See article 17, para. 3, Regulation n. 537/2014). In addition, the key audit partners will have to rotate after 7 years and may 
take no further part in the audit engagement of a PIE for the following three years (See article 17, para. 7.1, Regulation n. 
537/2014).  

Furthermore, the European legislation introduces a specific requirement for audit firms to establish a gradual rotation 
mechanism with regard to the most senior personnel involved in the statutory audit of PIEs (See article 17, para. 7.3, 
Regulation n. 537/2014). 

The overlap of the above mentioned European rotation requirements with the new rules proposed with the present consultation 
(i.e. a five years cooling-off period for KAPs and the rotation of the audit team) could create a disparity between auditors 
working in EU Countries and auditors working in others countries around the world. The non-EU auditors should be solely 
compliant with the Code of Ethics. Instead the EU auditors should observe at the same time the provisions of the European 
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regulation (specifically the audit firm rotation) and the new rules of the Code of Ethics. The same situation could arise in a 
number of non-EU countries (including India and some nations of South America) which recently introduced mandatory firm 
rotation with rotation periods much shorter than 10 years. 

We believe that overlaying the proposed provisions of the IESBA on existing regimes such as those that require mandatory 
firm rotation and/or have shorter “time-on” and cooling-off periods for partners could create implementation difficulties for audit 
firms that are obligated to comply with both local requirements and the IESBA requirements. Furthermore we note that the 
duration of the rotation period is purely a conventional choice, aimed to implement a clear mechanism, easy to apply and 
appropriate to manage the long association risk.  

Accordingly, in our opinion, with reference to paragraph 290.150A-290.153, it would appear to be reasonable that the IESBA 
introduces some form of distinction between: 

-   auditors of PIEs required by local and/or European legislation to comply with the audit firm rotation, KAPs rotation and most 
senior personnel rotation; and 

-   Auditors of PIEs not required by local legislation to comply with specific rotation provisions. 

The answers below are given in order to provide a contribution to the analyses set out herein. In any case, this is without 
prejudice to the main comment above regarding the exemption from the application of paragraph 290.150A-290.153 for 
auditors of PIEs required by local and/or European legislation to comply with more restrictive rotation duties. 

8.  Auditor 
General NZ 

We strongly disagree with the proposal to extend the cooling-off period to five years for the engagement partner on the audit 
of PIEs. 

In New Zealand the definition of PIEs includes a large number of entities. The definition is based on the financial reporting 
requirements for those entities that meet certain characteristics. Currently the existing rotation provisions of the Code apply 
to PIEs, including a two-year cooling-off period for all KAPs, including the engagement partner. Our experience in New Zealand 
is that the two-year cooling-off period presents some practical difficulties because of the limited number of KAPs available for 
the audits of PIEs, but is manageable. However, the extension of the cooling-off period to five-years for engagement partners 
of PIEs in New Zealand would cause immense logistical difficulties and would likely result in in a significant increase in audit 
fees. For instance, this proposal may require firms to bring in auditors from overseas to meet the requirements, or it may force 
auditors to resign from audits because they can no-longer carry out cost-effective audits. 

Our suggestion is that the IESBA specify, as a minimum requirement, that the five-year cooling-off period for engagement 
partners is limited to listed entities. Local standards setters should be permitted to extend this requirement to other entities if 
it is appropriate and practical to do so in their respective jurisdiction. We note that the IESBA has concluded, on page 10 of 
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the Explanatory Memorandum, that there was “little justification” for distinguishing between listed companies and PIEs. In the 
New Zealand public sector we have approximately 230 PIEs, but only about 10 of these are listed entities.  In a practical sense 
we could apply the proposals to the audits of our listed entities, but could not apply the proposals for the PIEs we are required 
to audit, without significant difficulty and cost.  In addition, there is no guarantee that audit quality would be maintained if the 
proposals were applied to PIEs. 

As a matter of principle, we consider the existing two-year cooling-off period for KAPs is an adequate cooling-off period, as 
long as strong requirements are in place to: 

• prevent any professional contact between the former KAP with the audit entity (or its personnel); and 

• limit the former KAP’s professional contact with the audit team as prescribed in the requirements in the first bullet point 
of paragraph 290.150B. 

9.  BDO We appreciate that the perception issues around familiarity and self-interest threats are heightened for PIE audit clients. 
Therefore, we agree that a longer cooling off period for the engagement partner is an appropriate safeguard. 

10.  CAANZ  We accept that a cooling-off period for the engagement partner provides a mechanism for a ‘fresh pair of eyes’ to be introduce   
the engagement and to help maintain independence. Given the lack of empirical evidence, the number of years that is approp  
for a cooling-off period is arbitrary. Assurance practitioners have confidence that the current mechanism already provides suffi  
safeguards to address the threat to independence of mind from long association. In our consultations with the director and 
preparer community, they similarly did not feel there was any issue with the current two year cooling-off period. Therefore, we  
not support this proposal. 

If there is a perceived issue with auditor independence, it is necessary to implement a solution that will address the issue witho  
negatively impacting audit quality. There was a near-unanimous view amongst our members that a five year cooling-off period  
negatively impact audit quality for the following reasons: 

• Below the larger firms, introducing a five year cooling-off period may result in a de facto mandatory audit firm rotation 
if there are an insufficient number of audit partners to manage engagement partner rotation successfully. Given that 
other proposals in relation to mandatory rotation have largely been aimed at ensuring that the audit market does not 
become an oligopoly, this proposal appears to be counterintuitive with the objective of having a competitive market. 
Additionally, in Australia and New Zealand, there is already a shortage of suitably qualified and experienced auditors 
in regional areas. Further contraction of the audit market will not promote audit quality.  

• Even in firms which have sufficient numbers of audit partners to manage rotation, it is likely that increasing the 
cooling-off period will result in an increase in the number of engagements where the engagement partner is located in 
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a different geographical location to the client and the engagement team. A high level of consistent audit partner 
involvement with the client and the engagement team has been acknowledged to be a key driver of audit quality. 
Where partners are geographically separated it becomes more difficult for partners to sustain this level of 
involvement, and therefore audit quality may be adversely affected. 

• Clients may decide that moving to a firm where they only have to change audit partners rather than change firms 
altogether is preferable. This could result in engagement partners having to spend additional time in business 
development activities and securing additional clients. This is time that then cannot be spent on audit quality activities. 
Clients would also incur additional costs from the time and resources required to conduct a tender process, and then 
again when a new auditor is selected.  

• The coordination of engagement partner rotation is already time consuming and costly for firms. Increasing the 
administrative complexity by introducing an excessive cooling-off period will only increase these costs, even when the 
audit firm does not change, without increasing audit quality. 

These outcomes could negatively impact audit quality, reducing the progress that the profession has worked hard for over the 
last decade, which is not in the public interest. Given that there is no evidence that a longer cooling-off period will improve 
independence, we believe the costs of this proposal clearly outweigh any potential benefits. 

11.  CAI AAC agrees with the proposal with regard to the audit of listed PIEs, but as explained in the cover letter, considers that a 
distinction should be made between listed PIEs and non-listed PIEs.  AAC considers that the cooling-off period for the 
engagement partner on a non-listed PIE should remain at two years. 

12.  CISPA Yes, there should be no distinction between listed companies and PIEs. 

13.  CNCC We do not agree, we prefer not to extend the cooling-off period to five years minimum for an engagement partner on the audit 
of PIEs.  

It must be noted that the cooling off period provided in Regulation n° 537/2014 of the European parliament is three years. 

The adoption of a fixed cooling off period of five years in the Code would lead the European auditors to go over and above 
the regulator in order to comply with the Code. This is why we would rather support a range from a minimum of two years to 
a maximum of five years for the engagement partner based on professional judgment and a range from a minimum of two 
years to three years for the others KAP. The three years cooling-off period would be coherent with the ranges provided by the 
Code.  

We propose as alternative solution three years minimum and as the Code is a principle-based code, it should state that the 
professional judgment applies to determine which KAPS should turn and how long for.   
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14.  CPA Aus As stated in the cover letter above, CPA Australia is unable to support the proposal to extend the cooling-off period to 5 years, 
as we have not identified clear evidence that links the proposed change to a positive impact on audit quality. 

There is a risk that the implementation of an extended cooling-off period without clear evidence of its benefits, could give rise 
to unintended consequences and complexity within audit markets in different jurisdictions.  This in turn could also have an 
impact on the capital markets served by the audit profession.  For example, in Australia a 5 year time-on period (with a 
possibility to extend for a further 2 years in certain circumstances) generally applies to individuals who play a significant role 
in the audit of a listed entity, followed by a cooling-off period of 2 years (Corporations Act 2001, section 324DA).  The current 
proposal to increase the cooling-off period for the engagement partner is based on the premise that the time-on period remains 
at 7 years, but does not take into account more restrictive regulatory regimes such as Australia’s, which would result in a 
different cumulative time-on/time-off period compared to what is envisaged in the Exposure Draft.  It is our view that such 
regulatory variances need to be taken into account, in particular giving consideration to how the proposed changes could 
impact on the jurisdiction’s audit market and the potential impact on audit quality within that jurisdiction. 

15.  CPA 
Canada 

The cooling-off period for the engagement partner should be 5 years. 

16.  Crowe 
Horwath 

The Explanatory Memorandum includes a useful discussion about the length of the cooling-off period. We have sympathy 
with the proposal to extend the cooling off period to five years, but have concluded that the period should be for a minimum 
of three years, following the new requirements in the European Union. The European legislation has been subject to extensive 
debate and scrutiny in the course of its development, and at this time IESBA should follow the course determined by the 
European institutions. In due course, studies can be conducted to determine whether the time-on and cooling-off periods in 
the European legislation are achieving their intended objectives. 

We acknowledge, that individual jurisdictions will choose to maintain or adopt a longer cooling-off period. 

17.  D A Hughes As discussed above, the nature, size and complexity of a listed audit entity, or any other PIE can vary considerably. In many 
instances a 5-year cooling off period will be unduly onerous (refer 1.2 to 1.9 above). Prescriptive unduly onerous requirements 
are likely to see many smaller audit firms exit the audit market for PIEs, even though the familiarity threats are already 
adequately mitigated by practice management over a wide range of smaller and diverse clients. Audit concentration is unlikely 
to support an objective of improving audit quality. 

18.  D S F 
Juvenal 

Yes, I agree with the proposal to extend the cooling-off period to five years for the engagement partner on the audit of PIEs, 
so I suggest for the Board, if agrees, consults local and regional regulators for to know about exceptions. 



Compilation of Responses to Specific Questions 
IESBA Meeting (November/December 2015) 

 

Supplement B to Agenda Item 5 
Page 59 of 173 

# Respondent Respondent’s Comment 

19.  DFSA The DFSA is in the view that the cooling-off period suggested is sufficient to eliminate familiarity and self-interest threats. 

20.  DTT We do acknowledge that two years could be viewed as being too short of a cooling-off period and some regulatory bodies 
have a longer cooling-off already in place.  However, the length of time for the cooling-off is just one safeguard available for 
reducing the threat to independence caused by long association with an audit client.  The proposed changes to the activities 
that can be performed during the cooling-off period will already contribute greatly to achieving the fresh look as the prior 
engagement partner will not have any influence over the audit during the cooling-off period.  Due to this change to the activities 
that cannot be undertaken during the cooling-off period, a shorter time-out period of three years would be sufficient to address 
the perceived threats from long association of an engagement partner with an audit client.   

We feel it is also important for the Code to address situations where the combination of the proposed changes to the Code 
with the partner rotation requirements of a local jurisdiction would have an “add-on” effect.  For instance, in several G20 
jurisdictions, such as Argentina, Australia, Brazil, China, Mexico and South Africa, local regulations limit the engagement 
partner on a PIE to a five year time-on period, but the cooling-off period is two years.  So in this case, under local regulations 
the engagement partner could resume serving the client after two years, but the Code would require that he/she cool-off for 
an additional three years.  The effect would be five years on and five years off, which is stricter than either the local rules or 
the Code would require.   This would result in an unintended consequence of an overly strict application of the standard that 
would be not be in the public interest as it affects resourcing, expertise, knowledge, etc., without any evidence that it would 
benefit independence or audit quality.  In order to avoid such a situation, in a case where a local jurisdiction limits an 
engagement partner’s ability to serve a client for less than seven years, the Code should permit a proportionately shorter 
cooling-off period, so long as the combination of the time-on and time-off would yield an adequate limitation on overall time 
served to achieve the benefits of a fresh look.   

21.  EYG We have reservations with the proposal to extend the cooling-off period to five years from the current two years for the 
engagement partner on the audit of PIEs.  We are unaware of any empirical research or evidence that indicates that the two 
year time out period is insufficient.  While we understand some of the concerns of the Board that the existing two-year cooling-
off period may appear too brief, we believe that a significant extension of the cooling-off period will accentuate the difficulty 
that firms already encounter in finding adequate partner resources to meet existing rotation requirements. In addition, we also 
believe that the Board should carefully consider the impact of other safeguards that are available under International 
Standards on Auditing and ISQC1, which in conjunction with the existing two year cooling-off period protect against threats to 
the auditor’s objectivity and professional skepticism.  

However, if the Board concludes, after due process, that a change in the cooling-off period is warranted, we suggest it consider 
an increase to a three year cooling-off period. This would be an increase of 50% in the cooling-off period and, therefore, is 
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substantial and meaningful.   A three year cooling-off period would also be consistent with EU rules and, therefore, easier to 
implement in a number of jurisdictions.   

We also believe that the Board should consider that many regulators or legal requirements currently stipulate other rotation 
rules (audit firm rotation or partner rotation with shorter periods than seven years) and that the combination of all these 
requirements causes considerable complexity and practical challenges.   

22.  FAR The new EU legislation states that the cooling-off period for an engagement partner is three years. According to FAR, three 
years is an appropriate period. 

23.  FEE We see the rationale behind the existing two year cooling off period in the importance to scope out at least one complete audit 
cycle. That being said, we understand that there is a perception that this is too short and, on those grounds, we accept that 
an increase for the engagement partner (the key threat) on a PIE audit, could be made.  

On the other hand, we would like to point out that a five year period deviates from other legislation and in our case from the 
EU legislation. We refer to our comment included in the covering letter. IESBA should strive towards the application of high 
level ethical principles at an international level, as opposed to a Code representing another layer of requirements that may 
not always be appropriate or compatible with national or regional requirements. 

In addition, for Small and Medium Practices (SMPs) in particular, five years is likely to be excessively restrictive and they may 
even find it impossible to comply with such rotation plans because they have a smaller number of partners to draw upon. In 
our opinion, a shorter minimum cooling-off period, say two or three years, would be sufficient, the overruling principle being 
still applicable for those constituencies that want to go further. 

24.  FKA No. I consider 2 years to be adequate with adequate controls in the firm and compliance with ISQC1. 

25.  FRC We support the proposal to increase the ‘time-off’ period for engagement partners to 5 years. However, we do not agree that 
it is appropriate to have a lesser period of time-off for other key audit partners, especially the EQCR. At the IESBA National 
Standards Setters meeting in July this year, which we attended, we recall that representatives generally called for a no return 
period of five years for the EQCR. It was also noted at that meeting that the rules were ‘complex’ in having different periods 
for different categories of partners. 

26.  FSR In this, we strongly disagree.  

It seems ill advised to complicate international rules further in a context where local rules are becoming stricter worldwide. We 
would suggest that IESBA kept the existing rules, perhaps with a reference to applicable supplementary stricter local rules. 
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27.  GTI Although we support extending the cooling-off period, Grant Thornton is not supportive of extending it to five-years. Rather, 
we would be supportive of a three year cooling-off period.  

The current proposal to extend the cooling-off period to five years is far more extensive than the current rules in place for 
many jurisdictions, including in the European Union. We believe if the Board proceeds with its current proposal to adopt a five 
year cooling –off period, the effect of the varying cooling-off periods around the globe will create a complex framework to 
manage rotation requirements.   A cooling-off period of five years will be an added challenge in global adoption and 
implementation of the Code.  

Furthermore, extending the cooling-off period to five years may also reduce audit quality, particularly in relation to specialist 
industries or in smaller firms that have a smaller pool of partners to draw from and, as a result, less experienced auditors may 
be rotated on. Such a consequence would be contrary to the policy underlying the proposed changes.  

We also believe the extension of the cooling-off period to five years could have an adverse effect on the ability of small and 
medium size practitioners to adhere to these requirements as their resources are limited and their audit clients will need to 
look to larger firms to provide audit services.  This will result in the small and medium size practitioners exiting the PIE audit 
market and it is likely only a few of the larger firms will remain in this market.  This will reduce competition and increase costs, 
particularly for small and medium size PIEs. 

28.  HKICPA Although we do not have a strong objection to extend the cooling-off period to five years, we note that this proposal would be 
of a concern to audit firms, including both sizeable and smaller firms, on the loss of knowledge possessed by a senior member 
of the firm who was required to rotate off.  

Our constituents from the SMP sector consider the proposal would pose considerable difficulties for SMPs because of the 
limited ability to rotate amongst partners. SMP constituents also believe that the proposal would erode the choice in the audit 
market for PIEs. The IESBA may wish to consider whether this potential outcome is consistent with its original intention behind 
the proposal and whether the costs of the proposed extension of a cooling-off period outweigh benefits. 

29.  IBR IRE  IBR-IRE is receptive to any initiative taken by the IESBA which leads to a simplification (of the wording) of the 
independence requirements applicable to assurance engagements and in particular to audit and review engagements in 
order to ensure a sound understanding of such requirements by all parties, including the stakeholders. In this context, 
IBR-IRE welcomes the clarification of the wording brought by IESBA and the additional guidance regarding the threats 
which may be created by long association.  

However, the European Regulation N° 537/2014 of 16 April 2014 on specific requirements regarding statutory audit of 
public-interest entities states in article 17 relating to the duration of the audit engagement as follows: “The key audit 
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partners responsible for carrying out a statutory audit shall cease their participation in the statutory audit of the audited 
entity not later than seven years from the date of their appointment. They shall not participate again in the statutory audit 
of the audited entity before three years have elapsed following that cessation. […].” As no option is provided in the 
Regulation with regard to the duration of the cooling-off period, all Member States will need to implement the Regulation 
by setting a three years’ period and are not allowed to introduce more stringent provisions such as those proposed in the 
ED.  

Therefore, we are not in favour of a 5 years cooling-off period. 

30.  ICA SRI 
LANKA 

CA Sri Lanka is of the view that extending the cooling-off period to five years for the engagement partner on the audit of PIEs 
would be not practical in the Sri Lankan context. In Sri Lanka around 75% of the SMPs have less than three partners. Hence 
we believe this would have a negative impact on those audit firms.  

We also acknowledge the rational for extending the cooling-off period and hence suggest to make it three 

years.  

31.  ICAB Yes, in case of listed entities. In case of PIEs other than listed entities, three years may be OK. 

32.  ICAEW The rationale for the existing two year cooling off period was clear in that it is important that at least one complete audit cycle 
needs to be scoped out. That said, we understand that there is a perception that this is too short and on those grounds we 
accept that an increase for the engagement partner (the key threat), on a PIE audit, should be made. As noted before, any 
specified limit is arbitrary but under the circumstances, five years does not seem unreasonable. Again, the proposal in this 
respect reflects the approach adopted by the APB Ethical Standards on auditor independence for some years. 

33.  ICAG We agree with the extension of the engagement partner’s cooling off period from 2 to 5 years.  

Given the nature of audit cycles including making provisions for transition arrangements for a new engagement partner, two 
years off may not completely address the threats that the mandatory partner rotation seems to address. The two year cooling 
off will result in 14 years association out of 16 years audit, as such 5 year rotation is more appropriate. Also the first year of 
cooling off is usually a transition period where the KAPs will still have association with the client leaving only a year effectively 
for cooling off thus 5 years is more appropriate. 

34.  ICAP We understand the argument that an individual can serve as a KAP for up to 14 out of a total of 16 consecutive years, with 
two years’ cooling off period. A two years’ cooling off period was logically aimed at to create a reasonable gap to ensure 
independence by keeping KAPs away for two straight audits. In contrast, fixing a five years cooling-off period merely because 
of above stated reservation does not provide a stronger rationale behind this number (5 years). If serving 14 out of 16 
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consecutive years (with two terms of seven years each) is the issue to handle with, then it has to be decided that how many 
years out of 16 consecutive years can be allowed to a KAP of PIE? Eleven years - twelve or thirteen - or again fourteen years? 
Which number would ensure independence and how? This question in itself seems abstract. 

We understand that a five years’ cooling off period will pose practical problems for the SMPs and should therefore be 
reconsidered. A two years’ cooling off period, in our view, is appropriate unless it is clearly demonstrated that independence 
can be ensured by allowing lesser than fourteen years out of total sixteen consecutive years to a KAP of PIE. 

35.  ICAS In relation to the question of perception we find it difficult to argue against IESBA’s proposal and this has been the approach 
adopted by the FRC in the UK for several years. That said, the EU recently enacted legislation which will only require a 
minimum three year cooling-off period for the key audit partners of PIEs. On the basis of developments in the EU we believe 
this matter is worthy of further consideration by IESBA. 

36.  ICAZ We have reservations on the extension from two to five years. While the objectives are clear, the extension which comes 
along with stripping the Engagement Partner (EP) of any involvement on the audit client for that extended period seems to be 
far-fetched.  

We recommend that the cooling off period be extended to three years instead (if it must be increased), and that the 
Engagement Partner may be allowed to provide quality control functions (ECQR) after these three years. The Engagement 
Partner can then be allowed to be the EP after the five years as proposed. 

37.  ICPAK ICPAK supports the Board’s efforts to clarify and strengthen the Code of Ethics for Professional Accountants (the Code) by proposing 
amendments relating to certain provisions of the Code Addressing the Long Association of Personnel with an Audit or Assurance Client. 
We are in agreement with the proposed amendment on ‘cooling-off’ period for an Engagement Partner (only – not all key audit 
personnel) for the audit of a PIE, after serving for a maximum of 7 years, be increased from 2 years to 5 years 

38.  IDW No, we do not agree. We do have some sympathy with the proposed differentiation between KAP and LAEP, based on the 
fact that the more influential a partner is, the more critically his or her objectivity will be perceived to be, although – as we 
contend throughout this letter – we view a principles-based approach as more appropriate. 

All firms will be challenged to a larger or lesser extent by the need to maintain more extensive partner rotation plans, and 
SMPs in particular may find it impossible to comply with such rotation plans because they have a smaller number of partners 
upon which to draw. 
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In particular, the IESBA’s conclusion that there was little justification for making any distinction between listed companies and 
other PIEs does not, in our view, take due account of the fact that in some jurisdictions many PIEs may be very small entities 
that are audited by SMPs.  

We believe five years is likely to be excessively restrictive for many SMPs that audit public interest entities. The length of a 
cooling off period also needs to be considered in conjunction with the proposed reduction in activities during the cooling off 
period. For example, it would not be in the public interest if compliance with the Code resulted in a reduction of audit quality, 
merely because an engagement partner had to be selected who was not the best partner for the job and – also as a result of 
compliance with the Code – that individual was denied access to relevant technical expertise within his or her own firm. 

In our opinion, a principles-based rather than rules-based approach to be preferable, as this would allow flexibility based on 
the individual engagement circumstances.   

39.  IMCP We do not agree that the cooling-off period laid down in the International Code of Ethics (CEI) is extended from two years, as 
currently, to 5 years for audits of PIEs, as it may result in an onerous cost and in practice, impossible to achieve for SMPs, 
especially in the case of specialized industries.  

As an example of practical impossibility is that a partner who spent 7 years in the engagement, and after five years out of the 
engagement, it will be hard for him to be back to engagement due to age and / or date of retirement matters, with the 
consequent loss of experience.  

We suggest that the CEI remains at the minimum cooling-off period in 2 years, and mention is made by each country, 
depending on the structure and size of the accounting firms, and market shaping audited companies assessing extend this 
minimum cooling-off period.   

Other arguments for not increasing the cooling-off period, we believe that there are mechanisms for quality assurance auditing 
practices which themselves constitute "safeguards", for example, internal control and external quality reviews, monitoring 
processes of independence, etc. 

40.  IOD  The IESBA proposes increasing the mandatory ‘cooling off’ period from 2 years to 5 years for engagement partners auditing 
public interest entities (PIEs). This will apply to all entities using New Zealand’s External Reporting Board (XRB) Tier 1 
accounting standards. It will mean a rotation cycle for audit engagement partners of: 

• 5 years on, 5 year off  for listed entities when combined with NZX rules, and; 

• 7 years on, 5 years off for other Tier 1 entities, including large registered charities.  
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This is a significant increase in the length of the cooling off period. In our view such a long cooling off period is not necessary 
to maintain auditor independence and it could also have a detrimental effect on auditor quality.  

As a small country, New Zealand has a relatively small pool of industry and experienced audit partners. A longer cooling off 
period reduces the amount of time available by suitably experienced audit partners.   

International proposals such as those of the IESBA need to be considered in context. New Zealand cannot sustain a system 
which becomes impractical and onerous due to the relative size of auditor pool. The IoD strongly supports good practice in 
auditor cooling off but those standards must be workable for directors and boards. 

The IoD is not convinced that a case has been made by IEBSA for extending the cooling off period as it relates to the specific 
New Zealand context. 

NZX 5 year mandatory rotation for listed companies 

The effect on listed companies of a cooling off period of 5 years is even greater given the New Zealand Stock Exchange (NZX) 
Listing Rule 3.6.3(f), which requires the Audit Committee of an issuer to ensure that ‘the external auditor or lead audit partner 
is changed at least every five years’.  This will mean 5 years on, 5 years off, for listed companies.   

We do not support mandatory rotation after 5 years for larger and more complex firms, as it can result in the loss of audit and 
industry specific knowledge in the leadership of the audit team potentially eroding the quality of the audit. This is because: 

• an auditor is often required to understand the industry and international context of a company before developing the 
specialist knowledge necessary to undertake the audit; and 

• the audit term generally includes a period of transition (e.g. a year at the beginning and at the end of the engagement 
term), which comprises a significant portion of the 5 years. 

NZX has a policy1 for considering waivers to the rule if: 

a) the extension of the auditor’s or lead partner’s term is necessary to safeguard the quality of the audit; and 

b) notwithstanding the extension, the auditor’s or lead partner’s ability to exercise objective and impartial judgment in 
relation to the audit is not impaired.  

Although we support this policy which allows exceptions, as noted above we consider that the norm of a 5 year maximum can 
potentially erode audit quality, which will be exacerbated by a longer cooling off period.  

                                                           
1 Which is similar to the Australian Securities and Investments Commission (ASIC) approach under Regulatory Guide 187 to providing relief from the Australian requirement for 5 year 

rotation.   
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Auditor-General’s 2 year stand-down period  

In March 2014 the New Zealand Auditor-General revised its statement2 on the Code of Ethics for Assurance Practitioners, 
which outlines the Auditor-General’s specific requirements relating to rotation of key audit partners on audits of public entities 
(Appendix 2(I) Long association of senior personnel involved in annual audits with public entities).  The statement: 

• Sets a maximum of 6 consecutive years (usually 2 terms of 3 years) on the same audit for Appointed Auditors and 
senior audit personnel. 

• Allows for re-appointment after a 2 year stand-down period (as long as there were no professional or consulting 
engagements with the entity during the 2 years).  

• For public entities that are listed on the NZX – the more restrictive rules will apply.  

We agree with the Auditor-General that a 2 year stand-down/cooling off period is sufficient time off an audit to support auditor 
independence and objectivity.  

By way of general comment, we recognise the importance of auditor rotation and its objective to promote auditor 
independence. We agree that the length of tenure of key audit personnel is important, but length of tenure needs to be 
considered in the context of a focus on quality of audit, including the role of the board and audit committee in overseeing the 
external audit. 

We do not support the proposed increase in a mandatory cooling-off period from 2 years to 5 years and discuss the reasons 
in our submission. 

41.  IOSCO We commend the Board for proposing to increase the time-off period for the engagement partner (EP) to five years as we 
believe it is better than two years and has the potential to strengthen the provisions addressing the familiarity risk by 
decreasing the potential for the EP from serving fourteen of sixteen years on the audit client given the current two-year time-
off period requirement. Having said this, we note that the Paper states: 

 “In respect of an audit of a public interest entity, an individual shall not be a key audit partner for more than seven 
 years. After such time: 

  • An individual who has acted as the engagement partner at any time during the seven year period shall not be a 
member of the engagement team or provide quality control for the audit engagement for five years…”  

                                                           
2 AG PES 1 (Revised): The Auditor-General’s Statement on Professional and Ethical Standard 1 (Revised) Code of Ethics for Assurance Practitioners (issued March 2014).  

 

http://www.oag.govt.nz/2014/auditing-standards/docs/03-ag-pes-1-code-of-ethics.pdf
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While we do not object to the concept we believe the Board should clarify the provision to better articulate when the time-off 
period commences for “an individual who has acted as the engagement partner at any time during the seven year period”. In 
particular, if the partner has served less than seven years, takes a temporary one-year break in service (example, for parental 
leave) and thereafter wishes to return to the audit engagement team, we believe the Board should make clear its intent of 
whether time-off is required when the individual first steps off the engagement (for parental leave); or after a cumulative period 
of seven years from when the individual first started as a key audit partner. 

42.  IPA  No.  As described above in question 4, we are of the opinion that there should be a principle rather than a rule and that a time 
period should be purely indicative.  This indicative time period should remain at two years and not be influenced by local 
jurisdictional rules.  

We question the basis on which a five year cooling-off period has been arrived at without any evidence that the current two 
year period in inappropriate or that any other time periods would not achieve the desired result? 

We also have concerns with the IESBA approach toward determining an appropriate time period by attempting to match 
international jurisdictions such as the U.S., UK and European Union.  We believe that the IESBA should be providing 
principles-based standards and that regulators in international jurisdictions can, if they wish, impose time limits in accordance 
with local laws. 

Why Not? 

‘Principles not Rules’ 

Consistent with our responses above, we do not believe the Code is the place for rules based restrictions at an international 
level. 

‘Fresh Look’ 

The explanatory memorandum states at page 9; “…in addition to reducing or eliminating the familiarity threat, an objective of 
the partner rotation requirements is to ensure a fresh look on the audit engagement”. 

We question the fundamental assumption that a long association with an audit client necessarily creates a stale look that 
requires an audit partner to step away from the engagement.  In our opinion, the ‘fresh look’ argument fails to acknowledge 
the very real input that other members of the engagement team contribute to the engagement.  To suggest that changing the 
audit partner will “ensure” a fresh look, is both a blinkered and reactionary response to what we believe is a flawed argument. 

Members of the engagement team, other than the audit partner, will in practice change from year to year.  Be they the EQCR, 
manager or any other member of the team, these individuals bring a fresh look to the engagement each time they start on a 
new client. 
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We believe the ‘fresh look’ argument is a fundamentally flawed one. 

‘Where is the evidence?’ 

We do not believe there is any compelling evidence provided in the explanatory memorandum that there is a problem to fix, 
other than a perception problem by some stakeholders. 

‘Significance of threats depend on factors’ 

Paragraph 290.148B lists a number of pertinent factors that may affect the familiarity threat.  All of these factors will vary and 
may change significantly over time.  The arbitrary time limits for time-on and cooling-off do not take into account the factors.  
It is noted that paragraph 290.148C concedes that factors may reduce the significance of threats, but no allowance is made 
for altering the proposed time-on or cooling-off periods. 

We suggest that the imposition of time limits is therefore contrary to the underlying conceptual approach in the Code which 
identifies threats and safeguards through principles rather than rules. 

‘Rotation is more likely to reduce rather than increase audit quality’ 

We believe that the constant changing of audit partners reduces audit quality in practice while only increases independence 
in theory.  The lost knowledge of an audit partner rotated off an engagement cannot be underestimated particularly if that 
partner has specialist industry experience that the replacement partner does not.  

This is particularly important for the SMPs in Australia who, given their geographical spread amongst cities, rural and regional 
areas, often find it very difficult to maintain an adequate number of suitably qualified staff capable of serving as engagement 
partner. 

43.  IRBA We agree with the IESBA’s concerns to strengthen independence requirements, especially relating to long association of 
senior personnel with the audit client. We also agree that the increase in the cooling-off period from two to five years will help 
strengthen independence of the engagement partner.  

The purpose of the cooling-off period is to encourage a “fresh look” at the financial statements and the audit approach being 
employed, as well as new influence by a new engagement partner over all the members of the audit team. A period of longer 
than two years cooling-off is necessary to ensure that this achieved.   

However, from responses received, registered auditors in South Africa do not support this proposed amendment. As 
mentioned in question 4, the South African Companies Act, 2008 section 92 has a rotation requirement for the engagement 
partner after five years on the audit followed by a two year cooling-off period. Under these circumstances, registered auditors 
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asked that the IFAC Code cater for the consideration of local laws. The allowance of some flexibility will protect against 
unintended consequences in certain jurisdictions that also have local legislation that address auditor rotation requirements. 

44.  ISCA While we agree with the proposal to extend the cooling-off period to five years, we have also received feedback that five years 
is arbitrary and would pose a greater practical challenge to the audit firms with fewer partners in terms of what the rotated 
engagement partner is allowed to do. Under the proposed change, a rotated engagement partner shall not be a member of 
the engagement team or provide quality control for the audit engagement for two years. Consultation with the rotated 
engagement partner by the engagement team may be provided only after two years have elapsed and if it is given in the 
capacity as a technical or industry expert. In a small set-up, the rotated engagement partner may be the only expert in the 
firm (other than the incoming engagement partner). As such, the engagement will be deprived of the knowledge and expertise 
of the rotated engagement partner in the initial two years and this could be detrimental to audit quality. It may be worthwhile 
for the IESBA to consider more closely the impact on these firms. 

45.  J T Giraud Audit committee is a key player in the internal control system of a PIE. In PIE's audit, it is the main interface of engagement 
partner. The mandatory of this committee is average three years. In view of treating the familiarity, the cooling-off period could 
be four years; three years considering the length of audit committee's mandatory plus one year like additional safeguard.  

For the cooling-off period, I am not against the recommended five years. However, with the previous consideration, I suggest 
four years 

46.  JEC Grant Yes. 5 years is a more appropriate cooling-off period than 2. 

47.  JICPA We support this revision with the exception of the following: 

We strongly request insertion of the wording “an individual who has most influence on the outcome of the audit” instead of 
mentioning only an engagement partner. 

The reason is that only the term “an engagement partner” is used, but an engagement partner is not clearly defined as “an 
individual who has most influence on the outcome of the audit” in the proposed provisions, although the fourth line from the 
top of page 11 in the paragraph for “Which KAPs Should be Subject to a Longer Cooling-Off Period?” in the Explanatory 
Memorandum of the exposure draft, states that “The engagement partner is the individual in the firm who is responsible for 
the engagement and its performance and who has most influence on the outcome of the audit.” 

The definition of “Engagement Partner” stipulated in the Code is “The partner or other person in the firm who is responsible 
for the engagement and its performance, and for the report that is issued on behalf of the firm, and who, where required, has 
the appropriate authority from a professional, legal or regulatory body.” Therefore, it is not understood that an engagement 
partner is an individual who has most influence on the outcome of the audit when only an engagement partner is mentioned 
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in the proposed provisions. In Japan, in particular, we define a lead audit engagement partner (i.e., Hitto-Gyomu-Shikko-
Shain) as an individual who has most influence on the outcome of the audit and define engagement partners as key audit 
partners other than an individual who has most influence on the outcome of the audit (i.e., Gyomu-Shikko-Shain) respectively 
in Japanese. Accordingly, translation issues and misinterpretations will arise if only an engagement partner is stated in English. 

For the reasons above, we propose the following sentence be inserted in order to clarify that an individual who has most 
influence on the outcome of the audit is subject to the revised provisions stated in the Explanatory Memorandum: 

 290.150A In respect of an audit of a public interest entity, an individual shall not be a key audit partner for more than seven 
years. After such time:  

• An individual who has acted as the engagement partner at any time during the seven year period shall not be a member 
of the engagement team or provide quality control for the audit engagement for five years; and  

• Any other key audit partner shall not be a member of the engagement team or provide quality control for the audit 
engagement for two years. 

If there is more than one engagement partner on the engagement team, an engagement partner who has most influence on 
the outcome of the audit in the engagement partners is subject to a five year cooling-off period requirement. ” 

48.  Keith Reilly No. I do not agree with a 5 year cooling off period. This proposal mandates forced audit firm rotation for those audit offices 
that have less than 4 audit partners. The IESBA should consider an audit firm rotation policy if it believes that there are 
perceptions as to the tenure of auditors, and not discriminate against just smaller audit firms. If the IESBA stays with this 
proposal, I believe that the APESB should consider exempting non Forum of Firms auditors. 

49.  KICPA Considering the time-on period varies from countries, and the long association with an audit client could contribute to improving 
audit quality, we believe that extending the cooling-off period would be more desirable than limiting the time-on period. 

50.  KPMG We acknowledge the intention of the Board to address the perception of a familiarity threat when an engagement partner can 
serve an audit client for a total of 14 of 16 years under the extant provisions.  We consider that the current baseline cooling-
off period of two years, following a time-on period of seven years, likely does not meet the expected standard for independence 
in appearance. 

However, we have the following concerns with extending the cooling-off period to five years, in particular, in jurisdictions in 
which the time-on period is established as less than seven years: 

• The extended timeframe may result in the loss of expertise that individuals possess, in particular in relation to highly 
specialized sectors or industries, for example, in respect of financial services, or natural resources sectors; 



Compilation of Responses to Specific Questions 
IESBA Meeting (November/December 2015) 

 

Supplement B to Agenda Item 5 
Page 71 of 173 

# Respondent Respondent’s Comment 

• This issue may be exacerbated in jurisdictions in which the time-on period is established as less than seven years.  Such 
jurisdictions may also face resourcing issues as a result of the combination of a reduced time-on period followed by a 
disproportionately long cooling-off period, which could impact negatively on audit quality; and 

• Audit firms operating in the EU who are already facing the challenges of complying with the new regulations related to 
partner rotation and mandatory firm rotation will have yet a further complexity added to this equation as a result of such a 
significant increase in the cooling-off period. 

Accordingly, we recommend extending the baseline cooling–off period for the engagement partner on the audit of PIEs to 
three years, following a seven year time-on period, combined with the proposed strengthening of the restrictions on permitted 
activities during such period.   

As the Board recognizes in the Explanatory Memorandum, this would ensure that the engagement partner is actually away 
from the audit for at least two full audit cycles (allowing for transitioning activities in the first year of cooling-off) to remove their 
influence for a sufficiently long period to bring the benefits of an effective fresh look and to address actual or perceived threats 
to independence, whilst maintaining audit quality.  

Notwithstanding the above, we consider that the IESBA approach of premising cooling-off periods on a time-on period of 
seven years may be overly simplistic, since attempting to establish baseline requirements in respect of individual elements of 
an overall framework does not take into account the effects of the interaction of these individual aspects when applied in 
totality, nor does it consider the effects of overlaying these requirements on the stricter rules established in certain jurisdictions.   

Instead we consider that the focus of the Code should be on overall audit quality and the timeframes should be considered 
together in terms of assessing whether the aims of the Code are achieved. 

51.  Kreston 
International 

Extending the cooling-off period to five years is appropriate. The five year period should be manageable for SMPs and 
removes the potential impression that the new engagement partner is just marking time until the original engagement partner 
returns.  It gives greater substance to the fresh look assertion. 

52.  MAC It is reasonable to expand the cooling-off period for the partner up to 5 years, that complies with Russian business practices 

53.  MIA If the time-on period is set at seven years for KAPs on the audit PIEs, a five-year cooling period is appropriate. 

54.  MICPA In recognizing that an extension from the current two year cooling-off period is required, MICPA believes that the proposed 
five year period is unduly long. In many instances, industry experience of suitable partners could be ‘blocked’ from being 
brought to bear on audits for an extended period, and the resultant could be a negative impact on audit quality. As such, 
MICPA suggests that a three year cooling-off period be considered instead. 
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55.  NASBA We are supportive of the changes that would extend the cooling-off period for the engagement partner on the audit of a public 
interest entity to five years.  We also support the same cooling-off period for the Engagement Quality Review Partner (EQCR) 
or concurring review partner.   Both the engagement partner and the EQCR partner are key decision makers on the audit 
engagement and it is in the public interest that they should be subject to the same rotation requirements for public interest 
entities.    We believe that it is not in the public interest to allow a shorter two year cooling-off period for a key audit partner in 
an EQCR or concurring partner role. 

56.  Nexia 
Australia 

No.  For the reason set out in pages 1 and 2 of this submission, we do not support a five year cooling-off period for Engagement 
Partners.  Furthermore, in many cases a five year cooling-off period would amount to mandatory audit firm rotation as firms 
are unable to adequately manage the cost and logistics of assigning a suitable replacement engagement partner for that 
period of time. 

57.  Nexia 
International 

No. For the reason set out in pages 1 and 2 of this submission, we do not support a five year cooling-off period for Engagement 
Partners. Furthermore, in many cases a five year cooling-off period would amount to mandatory audit firm rotation as firms 
are unable to adequately manage the cost and logistics of assigning a suitable replacement engagement partner for that 
period of time. 

58.  NZAuASB The overall and overwhelming consensus in the feedback received from New Zealand constituents, including the regulator 
(the Financial Markets Authority), assurance practitioners from large and small firms, professional bodies, academics and 
representatives of those charged with governance, was that there is no issue in New Zealand with the current cooling-off 
period of two years, and that extending the time-off period to five years will negatively impact audit quality.  

The NZAuASB shares the view of New Zealand constituents, and has significant concerns about the proposals to extend the 
time-off period to five years for the engagement partner on the audits of PIEs. 

The NZAuASB acknowledges that where an individual serves as a key audit partner for up to 14 out of 16 consecutive years 
it may create a perceived threat to independence.  However, the underlying assumption here is that a partner would stay on 
for 14 years as the key audit partner on any one client. This is unlikely to be common practice, due to factors such as the 
transient nature of the work force, including changes in senior management and those charged with governance in entities or 
local requirements that may restrict the time-on period for those engagements and address this threat without the need to 
extend the time-out period. The biggest listed entities may have longevity in directors, but those entities generally have good 
governance and audit committees in place to assess auditor independence. Local listing requirements require rotation after 5 
years, which currently means that the maximum period that an individual is able to serve as lead audit partner for listed entities 
is for 15 out of 19 consecutive years, not 14 out of 16.  
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The NZAuASB considers that there is insufficient evidence to support the proposal to move from a two-year time-off period to 
a five-year time-off period. 

The NZAuASB is concerned about the possible impact on the supply of auditors and the potentially negative impact this may 
have on audit quality.  While the proposal may be appropriate for larger jurisdictions, like the United Kingdom, United States 
of America and Canada, in smaller jurisdictions such as New Zealand and jurisdictions where auditors may be remotely 
spread, like Australia, there is already a shortage of suitably qualified and experienced auditors in regional areas, and this 
proposal will decrease auditor availability and could negatively impact on audit quality. The impact of these proposals in New 
Zealand and other similar jurisdictions may be: 

i. A significant supply problem where there are proportionately high numbers of public interest entities to which the 
requirements will apply, balanced against a relatively small pool of competent auditors who can undertake the work; 

ii. That a minimum of four licensed auditors will be required per firm to meet the suggested requirements. There are a 
large number of smaller audit firms in New Zealand and most likely in other jurisdictions that will not have enough audit 
partners to rotate their clients. This proposal will significantly impact these audit firms and may affect the viability of their 
businesses, and may have the effect of shifting PIE audits out of the small firm audit space.  In addition, in New Zealand, 
the regulator requires licensed auditors to perform a minimum level of hours on issuer audits in order to retain their 
licence.  Increasing the mandatory cooling-off period on those firms that have a limited number of issuer clients, may 
also result in those firms foregoing their license, preventing them from performing the audit, which will further exacerbate 
the shift of issuer audits out of the small audit practices. The impact of the proposal appears to be counterintuitive to 
the objective of having a competitive audit market. 

iii. Constituent feedback indicates that this proposal will impact even the larger firms in New Zealand. This will be especially 
relevant for specialist resources, especially in the banking, insurance, mining and agriculture industries.  The rotation 
requirements in these instances may result in the engagement partner being located in a different geographical area 
than the client. This could impact on the consistent involvement of the audit partner in the audit, and hence on audit 
quality.  Another scenario is that it could result in an auditor without the specialist skills being required to take on the 
role as engagement partner.  

iv. A number of the larger audit firms also have small offices in off-shore locations and regional areas. The extended 
cooling-off period will result in those firms having to move partners between offices which will increase compliance costs 
with no clear benefit of increased audit quality. 

v. The NZAuASB notes that currently, partners getting close to retirement can be rotated on during the two-year time-off 
period, which allows for the previous partner to rotate back on after two years and does not put onerous supply issues 
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onto firms. However, if this cooling-off period is extended to five years, this will put additional pressure on the supply of 
competent partners, as partners reaching retirement age may not be able to fill in for a five year period. 

The NZAuASB acknowledges that the issues are finely balanced and that any change by the IESBA must be seen by 
stakeholders as being substantive. The NZAuASB conceptually agrees that the longer the time away from the client, the 
greater will be the “fresh look” that the partner brings when rotated back onto a client, and to help maintain independence. 
However, this should be balanced against the overall objective of improving audit quality. For this reason, the NZAuASB would 
prefer an approach that establishes a robust principled framework. 

Constituents and the NZAuASB are concerned at the lack of empirical evidence that audit quality would be improved by 
extending the time-off period from two years to five years. This is a significant increase in the length of the cooling-off period. 
The NZAuASB considers such a long cooling-off period is not necessary to maintain auditor independence and that it could 
have a detrimental effect on audit quality. The NZAuASB acknowledges that the IESBA needs to do something to address 
the threat of familiarity by setting a minimum cooling-off period that is robust. The NZAuASB strongly encourages the IESBA 
to ensure that the minimum is practical and sustainable at the global level, and to allow national jurisdictions some flexibility 
to tighten the requirement where considered appropriate.  

An alternative solution to consider, if change to the international minimum requirements is considered absolutely necessary, 
which will address the perception issue and alleviate the issue of availability of competent auditors, is to: 

• decrease the time-on period of KAPs from seven years to six years, and allow some flexibility to accommodate an 
extended period in certain circumstances (in New Zealand and Australia auditors of listed entities are already required 
to rotate off after five years);  

• increase the cooling-off time period of the engagement partner to three years; and 

• provide more guidance and criteria to assist the auditor to assess whether there are factors that increase the risk of 
familiarity and self-interest which require a longer cooling-off period as a necessary safeguard. 

59.  PICPA See previous comment. 

60.  Pitcher 
Partners 

We do not agree with the proposal to extend the cooling-off period to five years for the engagement partner on the audit of 
public interest entities. To our knowledge, there is no evidence (empirical or otherwise) to suggest that audit quality was 
compromised when a key audit partner only served a two year cooling-off period. We cannot see how audit quality or a ‘fresh-
look’ would be enhanced by a five year cooling-off period. The audit engagement partner has to ensure a quality audit is 
performed in each and every year, and the audit engagement has to comply with legally enforceable auditing and ethical 
standards. 
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Audit quality is impacted by various factors and small and medium sized audit practices have implemented various safeguards 
to address potential threats to independence. Independence of appearance is important, but should be evaluated within 
realistic and practicable measures especially for small and medium sized audit practices. 

In our view, the current cooling-off period of two years is appropriate to ensure a ‘fresh-look’ by the new engagement partner. 

61.  PKF Our response below should be read in combination with question 4. 

We agree that the cooling-off period is an important safeguard in reducing or eliminating threats resulting from long 
association, and should be increased from two years in certain circumstances. However, we do not believe that five years is 
appropriate in all circumstances as proposed.The proposed revisions extend the cooling-off period to five years on the 
apparent assumption that the engagement partner has been a key audit partner (KAP) for the full seven years. In practice, 
circumstances may arise where a partner may be a KAP for less than seven years (including being the engagement partner 
for some or all of that time). This may be the case for any number of reasons, including internal firm needs or local regulatory 
requirements which impose shorter rotation periods. We do not believe that a five year cooling-off period is appropriate in 
circumstances where an engagement partner has been a KAP for significantly less than seven years.  

Please consider this in relation our response to question 4 requesting clarification of the meaning of the seven-year period. 
For example, if a partner was the engagement partner for two years only, did not act as KAP for any other period, and has to 
rotate off the engagement for any reason, is the intention to then rotate off for five years? Or could the partner act as KAP for 
the remainder of any allowed period within a seven year period?  

We propose a solution which considers both the on and off periods, and will clarify that the seven year permissible time-on 
period applies in situations where a partner has been KAP for seven consecutive years. Specifically, we propose: 

• Clarify that the seven year period refers to consecutive seven years on the engagement as KAP. 

• Require that the cooling-off period be determined to be the greater of: 

o Two years, or  

o The period of consecutive service as KAP (limited to a maximum of seven years) less two years. 

This will result in the same effective five year cooling-off period in situations where an engagement partner has been a KAP 
for seven consecutive years. Where the service period as KAP was less than seven years, the cooling-off period is determined 
in proportion to that service period, but will not be less than two years. This further removes any potential confusion about the 
application of the seven year permissible time-on period. 
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62.  PwC As indicated in our response to question 4 and in our cover letter, we believe the current Code provides robust and appropriate 
safeguards against familiarity and self-interest threats and that we do not believe there is a convincing supported case for 
changing the Code. The overall construct of safeguards and requirements related to long association and rotation, including 
recent changes such as mandatory firm rotation in some jurisdictions, is complex. Smaller firms struggle with extended cooling-
off periods given a smaller pool of resources, and larger networks face challenges complying with global requirements layered 
on top of national requirements that all vary. As noted in our cover letter, there is no consensus on cooling-off periods and the 
interaction of the differing global and local requirements is complicated to implement and manage.  

The challenge is, of course, setting the cooling-off period in a way that appropriately balances the need for objectivity and the 
importance of understanding the client to performing a quality audit. The current baseline in the Code is 7 years on and 2 
years off. There is no evidence to suggest that, for example,  a rotation schedule of 7 years on and 5 years off is more or less 
effective than 5 years on and 3 years off, or the 7 and 2, particularly when each of these may be one part of a broader package 
of safeguards in a particular jurisdiction. As noted in our covering letter, different jurisdictions have adopted different mixes of 
safeguards, which collectively may be equally effective, despite the fact that any particular requirement may appear to be less 
stringent when considered in isolation.  

Given all of the complexity in this arena and the fact that the current provisions have only been in place since 2011, and the 
lack of evidence supporting a five year cooling-off period, we believe that the current rules should be allowed to be fully 
implemented before there is further consideration of whether any changes are needed to improve their effectiveness. 

63.  RCA NO. Firstly, such a requirement is not justified by the actual risks. The key changes in modern business world occur much 
faster.  

Secondly, in small audit firms such a requirement would be quite difficult to perform. 

64.  RSM Yes. As stated in the background to the proposals, stakeholders have expressed concern about the length of the current 
cooling-off period at two years. It is important that these standards are perceived to provide strong protections to reduce 
threats to independence. Five years provides a greater degree of protection, particularly if there could be extended hand-over 
procedures at the start and end of the cooling-off period. 

65.  SAICA No, we do not agree with changing the cooling off period to five years.  That is not practical for many audit firms – even the 
larger mid-tier firms.  In South Africa the risk will be that partners who would not normally be listed entity audit partners will 
have to be accredited with the JSE to meet the rotation requirements within the firm.  The risk to audit quality is then even 
greater than the long-association.  We are also of the view that IFAC should not be making their requirements any stricter 
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than the EU. We are also of the view that there is no defensible theoretical or evidential basis whatsoever that suggests that 
a longer cooling-off period would increase audit independence.  

Furthermore, consideration should be given where local jurisdiction limits an engagement partner’s ability to serve a client for 
less than seven years. The Code should permit a proportionately shorter cooling-off period, as long as the combination of the 
time-on and time-off would yield an adequate limitation on overall time served. 

Such legislation is applicable in South Africa, Argentina, Mexico, China, Brazil and Australia. This would then avoid unintended 
consequences of an overly strict application of a standard that would not be in the public interest as it affects resourcing, 
expertise, knowledge, etc., and negatively impact audit quality. 

66.  SCM AOB wishes to caution that certain jurisdictions may not have sufficient expertise to accommodate the extended cooling-off 
period to five years, particularly in view of the proposed strengthened restrictions applicable during the cooling-off period. 

In addition, due to the current fast-paced environment and frequent changes to standards and regulations, a longer cooling-
off period of five years coupled with the strengthened restrictions may well prove counter-productive as the partner would not 
have the benefit of continuously keeping abreast with recent developments in the respective industry, thereby resulting in a 
loss of valuable expertise and experience.  

Notwithstanding the above, it may be advisable to further identify key success factors which can strongly support the proposed 
extended five-year cooling off period. 

67.  SMPC 
(IFAC) 

We disagree with the proposal to extend the cooling-off period to five years for the engagement partner on the audit of PIEs. 
In our opinion, this time period appears excessive and together with the new requirement in the second bullet point in 
paragraph 290.150A (“any other key audit partner shall not be a member of the engagement team or provide quality control 
for the engagement team for two years”) could pose considerable difficulties for many SMPs that audit PIEs as they have a 
smaller number of partners to rotate amongst. We are concerned this may also result in SMPs having to retire from smaller 
PIE audits, and as a result the client loses valuable knowledge and experience accumulated over time, which may have a 
corresponding negative impact on audit quality and could drive the audit costs higher for certain PIEs. 

In our opinion, the revision of the cooling-off period should be based on robust evidence in support of change. The current 
partner rotation requirements in the Code were only effective for the audit of financial statements for years beginning on or 
after December 15, 2011. There is no evidence to suggest that the current provisions for audit partner tenure for a maximum 
of seven years on and a two year cooling off period have not been working effectively in practice. We therefore believe that it 
is too early to determine whether the two year cooling off period is inappropriate. In addition, we believe that in considering 
the proposed extension of the cooling off period the IESBA should also take due account of the proposed reduction in activities 
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during the cooling off period. We encourage the Board to consider that the combined impact of these two proposals may, for 
some SMPs, force a denial of access to technical expertise detrimental to audit quality. We recognize the proposals may 
assist certain stakeholders to feel more confident about independence and familiarity of auditors, but there may be other – 
more principles based- measures, such as greater communication of the existing safeguards, which could be equally as 
effective in this regard. 

We believe that any changes must not be made without due consideration of any unintended consequences and the possible 
disproportionate impact of such changes on SMPs. Anecdotal evidence suggests that the consequences of adopting longer 
cooling-off periods has forced several small and medium sized companies to be audited only by the largest audit firms in 
certain jurisdictions (for example, Brazil). This is primarily because SMPs do not have the necessary infrastructure to 
accommodate the requirements of the cooling off period.  

It is well-known that the ‘big four’ accounting firms audit the majority of publicly listed entities worldwide. We believe that the 
proposals could further exacerbate the market dominance of the largest accounting firms and lead to further erosion of choice 
in the audit market for publicly listed entities. A competitive audit market is in the public interest and the current proposals may 
directly impact the concentration of firms servicing these entities and could assist the ‘big four’ to capture an even larger share 
of the market. It may also result in higher costs for smaller PIEs if those larger firms do not adjust their charging structures. 
For example, it would not be in the public interest if the provisions effectively forced a small PIE in the charity sector to spend 
a disproportionate amount of its income on administration rather than on charitable activities. We believe the Board must 
recognize the potential unintended consequences of its proposals. 

There are other equally effective, if not more appropriate, alternatives to the proposals which are in place as safeguards rather 
than having to sacrifice the knowledge and experience accumulated over time. For example, the requirements in ISQC 1 
which require an engagement quality control review (EQCR) for all audits of financial statements of listed entities, the firm’s 
quality control system, detailed file review by another professional colleague prior to issuance of the audit report, and so forth. 
These measures are in addition to obtaining written agreement on an annual basis to continue the engagement having held 
a full discussion with the client as to the issues of independence.  

We believe that the IESBA could consider alternative safeguards in particular circumstances, rather than taking a one-size-
fits all approach to address this issue. This would take into consideration the impact of the proposals on smaller PIEs and 
SMPs.  

It is also worth noting that in respect to mandatory firm rotation as part of the European Regulation on Statutory Audit of Public 
Interest Entities, there is a Member State Option, whereby Member States can allow PIEs to extend the audit engagement 
tenure by an additional 10 years upon tender or by an additional 14 years in the case of joint audits. However, this EU Audit 
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Policy legislation does not change internal partner rotation. By allowing for an extension of audit firm tenure in the case of  
joint audit or upon tender, the legislation recognizes other possible safeguards to auditor independence that require 
intervention of the audit committee (or equivalent) of the entity subject to audit. IESBA might wish to reflect on this. 

68.  Tuffias NO, most legislation is 2 years, 2 years is enough. 

69.  William Buck We believe that the proposed changes would cause unnecessary disruption to stakeholders, member bodies and to firms with 
little supportable benefit to stakeholders. We firmly believe that by increasing the Cooling off period to five years will decrease 
competition in the audit market, which to us seems counter intuitive to the EU’s Green paper on firm competition.  

Smaller firms will not have the partner numbers to support five year cooling off periods and such a requirement will create a 
disproportionate focus on winning additional client work for when they will have to give clients up for tender. The greatest 
concern here is the potential for a reduction in audit quality. 

We are unconvinced that empirical data exists to suggest that partners are not independent after the current two year cooling 
off period 

The only alternative we see is viable for all parties is to limit the proposed five year cooling off period to top 100/200 Listed 
Companies in each jurisdiction. 

70.  WPK According to Regulation (EU) No 537/2014 of the European Parliament and of the Council of 16 April 2014 on specific 
requirements regarding statutory audit of public-interest entities the Key audit partners responsible for carrying out a statutory 
audit shall cease their participation in the statutory audit of the audited entity not later than seven years from the date of their 
appointment. They shall not participate again in the statutory audit of the audited entity before three years have elapsed 
following that cessation.  

We do not support a cooling-off period that extents the three-year period just recently considered to be appropriate after many 
years of intensive discussions within the European Parliament and the Council. We are of the view that the Code should not 
aim to be more restrictive than the European lawmaker, in particular when considering the additional safeguards imposed to 
mitigate the familiarity threat.   

As already explained in our general comments above, we would like to draw your attention to the fact that due to the new EU 
legislation the amount of PIEs other than listed entities will significantly increase, including many small entities audited by 
SMPs. In particular those SMPs may find it difficult, if not impossible, to comply with the requirements proposed in the ED due 
to a limited number of partners.    
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71.  ZICA We do not agree with the proposal to extend the cooling-off period to five years for the engagement partner on the audit. The 
current two-year cooling-off period is adequate to provide for an effective fresh look. The proposal to lengthen the cooling-off 
period would have negative impact on audit firms, particularly smaller audit firms which have fewer audit personnel. 
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1.  AAA SCAS See response to question 5 above. 

2.  ACCA We believe that, if a five-year cooling-off period were to form part of the Code’s requirements in respect of PIEs, that 
requirement should apply to the audits of all PIEs in the interests of clarity and consistency. However, the five-year cooling-
off period should be regarded as a default, whereby it would nevertheless be possible for the auditor (together with those 
charged with governance) to justify an alternative approach according to the specific threats presented and the safeguards 
available. Therefore, it is important that guidance in respect of the conceptual framework approach is highly visible within the 
Code. In the case of some PIEs, more stringent safeguards may, in fact, be appropriate. 

3.  AICPA While many jurisdictions may have more restrictive partner rotation requirements for the engagement partner than the extant 
Code, such requirements generally only extend to audits of listed entities. Furthermore, while all PIEs are entities of public 
interest, there is generally a greater public interest component and regulator focus with respect to audits of listed entities.  
Accordingly, we believe it may be a more reasonable approach to limit the more restrictive five year cooling-off period for the 
engagement partner to audits of listed entities only. For PIEs, other than listed entities, we believe the cooling-off period for 
engagement partners should be consistent with other KAPs and remain at two years. 

4.  Altaf Noor 
Ali 

Yes. This should apply to all members of the audit team as a rule unless firm clears it. 

5.  ANAN ANAN believes that whatever cooling off period approved should apply to both entities as the difference seems only to be in 
their nomenclature and not in their significance to the public.  PIEs is a public entity as well as quoted entities. 

6.  APESB Subject to APESB’s responses to Engagement Partner rotation, APESB is of the view that all PIEs should be treated in a 
similar manner as there is public interest in these entities. 

7.  ASSIREVI Subject to the considerations made with respect to the answers to questions 4 and 5, Assirevi would like to point out how the 
provision of a 5-year cooling-off period for all parties involved in the audit activities of a PIE could create certain risks to the 
quality of the audit.  

The auditors - especially the small and medium-sized ones firms - could have difficulties in finding partners, managers or team 
members within their organizational structures who have the necessary training and professional skills to carry out an audit 
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engagement with a PIE in accordance with the new rotation system imposed by the Code of Ethics. This would clearly have 
direct effects on the quality of the audit activities provided by the auditor. 

8.  Auditor 
General NZ 

As discussed in our response to Question 5 above, we strongly disagree that the five-year cooling-off period for the 
engagement partner should apply to PIEs. Rather, the IESBA should specify, as a minimum requirement, that the five-year 
cooling-off period for engagement partners is limited to listed entities. 

9.  BDO We agree, but recognize this could pose significant logistical problems for smaller audit firms that audit PIEs that are not listed. 

10.  CAANZ  We do not support the proposal. 

11.  CAI As above, AAC considers that the extension to five years should only pertain to engagement partners on the audit of listed 
PIEs. 

12.  CISPA Where an entity is listed on an exchange in a non-trading capacity for compliance/convenience purposes only while such 
entities may fall within the definition of a PIE, they are not actively engaging in operations with investors in a public manner.  
Consideration should be given to not extending the cooling off period for these entities as operationally they are otherwise the 
same as private investment funds that are not listed. 

13.  CNCC We do not agree with the extension of the cooling off period to five years, see our response above. 

Even if, in our view, the same rules should apply to all auditors of PIEs including SMPs, IESBA should seek tangible recorded 
data in order to specifically assess, in particular, the potential impact on SMPs that perform audits of PIEs, in order not to 
disadvantage this group. With regard to the proposed cooling-off period for instance, five years is likely to be excessively 
restrictive and SMPs may even find it impossible to comply with such rotation plans because they have a smaller number of 
partners upon which to draw on. 

We would like to draw your attention to the fact that in some cases, the rotation and cooling-off period rules could have an 
anti-competitive effect for small Chartered accountant's offices and lead to more concentration rather than less. 

14.  CPA Aus As outlined in our response to question 5 above, CPA Australia is unable to support the proposal to extend the cooling-off 
period to 5 years, as we have not identified clear evidence that links the proposed change to a positive impact on audit quality. 

15.  CPA 
Canada 

In general, the concerns underlying the proposal to apply the extended cooling-off period to audits of all PIEs are reasonable. 
However, the impact of extending the application to all PIEs will depend on how each member body interprets and applies the 
definition of PIEs. 
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16.  Crowe 
Horwath 

In principle, having a cooling-off period that is the same for all PIEs is sensible and consistent. However, a practical problem 
arises with the application of the definition of “public interest entity”. In some jurisdictions, small public companies, traded on 
secondary markets, and often thinly traded with small numbers of shareholders are deemed to be PIEs. The risks attaching 
to these companies, as well as their profiles, are very different from fully listed companies, and there are arguments in favor 
of reducing regulation for this type of company.  

In the event that IESBA adopts a cooling-off period of five years then this should apply to the audits of listed companies. By 
‘listed” we mean companies that are “fully” listed, such as those listed on markets regulated by the European Union. The 
cooling-off period for the audits of other PIEs should be three years. 

17.  D A Hughes An extension to a prescriptive 5-year cooling off period is not agreed for any entities, except where audit partners and other 
audit team members spend a significant proportion (say 40-50%) of their chargeable time on one client. 

18.  D S F 
Juvenal 

Yes, I agree that the requirement should apply to the audits of all PIEs, but I suggest for the Board, if agrees, consults local 
and regional regulators for to know about exceptions. 

19.  DFSA Application of five years cooling-off period should be extend to the audits of all PIEs.  In the interest of ensuring quality results 
of an audit that serves the public interest, extended five years rotation of engagements would provide an opportunity to 
continuously set quality standards in performing an audit of a PIE. 

20.  DTT As mentioned previously, the Board should provide a period of stability for the existing Code. Since the extant Code requires 
cooling-off for key audit partners of PIEs, we support continuing to have this requirement.  If a different cooling-off period 
would apply to engagement partners of only certain PIEs (e.g., only listed entities), this would add even further complexity to 
a standard that will be difficult to manage.    

21.  EYG If the cooling-off period is extended to five years for the engagement partner, we are not of the view that it is necessarily 
appropriate to apply this standard to all audit clients defined to be PIEs.  As mentioned above, it is essential to find the balance 
between safeguarding against threats created by long association and the benefits to audit quality that can result from 
knowledge and experience acquired over time. In this context, we believe that listed PIEs would be candidates to apply the 
five year cooling off period if the board so concludes and that for other PIEs it may not necessarily be a requisite. 

22.  FAR Yes. 

23.  FEE We refer to our response to Question 5 regarding the concerns raised about the proposed duration of the cooling-off period.  
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Generally speaking, in our view, the extension is addressing a perception threat, and perception threats are particularly 
important in respect of PIE audits by their nature, we therefore support that the proposals apply to the audits of all PIEs. 

24.  FKA Yes. As this would be a policy of the firm to be applied for all PIEs. Any exceptions could affect the quality of the audits and 
should be discouraged 

25.  FSR We agree that the same rules should apply for all PIEs – but not in the extension of the cooling-off period to five years for the 
engagement partner. 

26.  GTI We agree that the extended cooling-off period for the engagement partner should apply to the audits of all PIEs. 

27.  ICAB In case of listed entities, five years cooling-off period can be applied. In case of other PIEs three years may be OK. 

28.  ICAEW We agree. As the extension is addressing a perception threat, and perception threats are particularly important in respect of 
PIE audits by their nature, the proposals should apply to the audits of all PIEs. 

29.  ICAG We agree that the cooling-off-period extension for the engagement partner should apply to all PIEs. This is because, by 
designation of an entity as PIE based on its risk profile, it makes sense to apply any such provisions across board. Making 
exceptions for some PIEs would present implementation difficulties and open the application to the discretion of firms. 
Introducing discretionary powers in this context may not provide a basis for consistent application of the guidance. 

30.  ICAP Please consider our response to question 5 above. If the Board decides to increase the cooling off period to five years, we 
agree that it should be applicable to the audit of all PIEs. 

31.  ICAS Yes, we see no reason why there would be a need for any exemptions from this rule. 

32.  ICAZ Yes the requirement should apply to the audits of all PIEs. 

33.  IDW No, we believe this is excessive for smaller PIEs. We refer to our previous comments and responses. 

34.  IMCP Yes. 

35.  IPA Not applicable, as we object to the cooling off period being extended. 

36.  IRBA We support the IESBA’s proposal that the requirements should apply to the audits of all PIEs. There has previously been no 
distinction or ranking between the different categories of PIEs in the IFAC Code, and we suggest that all PIEs are continued 
to be treated uniformly. 

37.  J T Giraud YES, I DO (please see my answer to question no 5). 



Compilation of Responses to Specific Questions 
IESBA Meeting (November/December 2015) 

 

Supplement B to Agenda Item 5 
Page 85 of 173 

# Respondent Respondent’s Comment 

38.  JEC Grant Yes. 

39.  JICPA We do not agree that the requirement should apply to the audits of all PIEs. Under the current situation, the requirement 
should not apply to the audits of all PIEs, but only listed entities. 

Listed entities are entities that could significantly and extensively affect public interests if familiarity and self-interest threats 
arise from long association with them since listed entities could influence a broad range of stakeholders across multiple 
jurisdictions due to the globalization of security markets. 

In addition, listed entities are not only the entities commonly designated as PIEs in many jurisdictions, but also the entities 
which are clearly and specifically stipulated in the definition* of the Code.  

In contrast, the range of PIEs other than listed entities is not necessarily the same among jurisdictions. This is because the 
entities that need to be regulated, and, thus are designated by regulators in each jurisdiction, are defined as PIEs based on 
different conditions and circumstances, such as legal, economic, social needs specific to each jurisdiction. 

Certain entities other than listed entities could significantly and extensively affect public interests if familiarity and self-interest 
threats arise from long association with them. Those entities include, for example, non-listed financial institutions and 
insurance companies. However, under the current situation, the requirement should apply only to the audits of listed entities 
since the Code designates only listed entities as the most narrowly defined PIEs that are acceptable at a global level. 

Further to the above proposal, going forward, in order to specify entities that could significantly and extensively affect public 
interest, we also propose revising the definition of PIEs to clearly stipulate specific entities in addition to listed entities, which 
should be designated as global PIEs. The IESBA should undertake research and a benchmarking exercise on the range of 
PIEs in each jurisdiction in order to revise the definition of PIEs.  

Therefore, based on the current situation, since the Code applies as the global code, the extended cooling-off requirement 
(five years) should apply only to the audits of listed entities which are commonly designated as PIEs and after the definition 
of PIEs is revised, the extended cooling-off requirement should apply to the audits of all PIEs. 

* Public interest entity 

(a) A listed entity; and 

(b) An entity: 

(i) Defined by regulation or legislation as a public interest entity; or 
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(ii) For which the audit is required by regulation or legislation to be conducted in compliance with the same independence 
requirements that apply to the audit of listed entities. Such regulation may be promulgated by any relevant regulator, including 
an audit regulator. 

40.  Keith Reilly No. 

41.  KICPA We agree in principle with the proposed EDs in terms of the consistency with the Code’s other provisions related to PIEs and 
convenience in their implementation. Aside from this, allowing individual countries to determine those subject to requirements, 
according to their respective legal and regulatory framework, would be necessary. (For one, many countries apply different 
mandatory provisions to listed companies and unlisted ones.) 

42.  KPMG We believe that the cooling-off period should be the same for the audits of all PIEs. 

43.  Kreston 
International 

The cooling-off period should apply to all PIEs to ensure clarity and consistency. 

44.  MAC The length of the full cycle of service rendering and the cooling-off period shall be similar as for listing companies as well as 
for unlisted companies.    

45.  MIA We agree that the extended cooling-off period applies to the audits of all PIEs. 

46.  MICPA Yes, MICPA agrees that if the cooling-off period is extended to five years for the engagement partner; the requirement should 
apply to the audits of all PIEs. 

47.  NASBA See answer to question 5 above. 

48.  Nexia 
Australia 

We do not agree with the extension of the cooling off period for all PIEs to five years.  If the Board is intent on adopting a five 
year cooling-off period, in our opinion, this should extend only to audits of listed entities. 

49.  Nexia 
International 

We do not agree with extending the cooling off period for all PIEs to five years. For the reasons set out in pages 1 and 2 of 
this submission, extending the cooling off period restricts the ability of small and mid-sized firms to perform audits of entities 
subject to these rules, which is ultimately detrimental to audit quality and will cause some firms to exit the marketplace. These 
results would not serve, and in fact would be detrimental to, the public interest.  

If however the Board does adopt a five-year cooling off period, the detrimental effects would be mitigated if they applied only 
to audits of listed entities and not audits of PIEs. 
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50.  NZAuASB Yes, the NZAuASB agrees with the principle that PIEs that are non-listed entities are also entities of public interest and should 
be treated the same way as listed entities.  The NZAuASB is not in favour of creating another sub-layer of independence 
requirements within the Code and therefore supports the decision to treat all PIEs consistently. 

51.  PICPA See previous comment. 

52.  Pitcher 
Partners 

No, if the cooling-off period is extended to five years for the engagement partner, it should only be applied to the audits of 
listed entities. In Australia, the rotation requirements are stricter for listed entities than other public interest entities. 

53.  PKF Yes, we believe that amendments to the cooling-off period should apply to audits of all PIEs in the interest of clarity. However, 
see earlier comments regarding determination of the cooling-off period. 

54.  PwC Please see our response to question 5 where we argue that it would add further disruption to already substantive changes 
being made to the audit market to make a change in the cooling-off period in the absence of demonstrable evidence that such 
change is warranted. 

Should the Board decide nevertheless to extend the cooling-off period from two to five years, clearly, making that change 
would present an implementation and administrative challenge even for large practices, and without a doubt for small and 
medium-sized practices.   

What we have learned from practices in jurisdictions that have adopted a five year cooling-off requirement is that some of 
these implementation challenges include the availability of specialist expertise, mobility challenges which impact career 
development prospects, the need to plan for transferring licenses and qualifications between jurisdictions. These challenges 
are exacerbated for smaller practices and smaller countries. 

Specifically, one of the challenges of using “PIE” as part of the scope of this provision is that each jurisdiction can interpret 
this differently. In certain cases, the application of this definition can be very broad. For example, the EU explicitly scopes in 
credit institutions and insurance undertakings to their definition of PIE, in addition to listed entities. Proposing application to 
PIEs of an already more restrictive new provision compounds the impact of the change. 

Providing some flexibility in the Code is one way to alleviate some of this burden and also allow local regulators to tailor the 
model to best suit their local market demands and conditions. For example, if the Board decides to proceed with an extension 
of the cooling-off requirement to five years for the audit engagement partner we recommend that this be limited to the audit of 
listed entities. This would align the provisions in the Code more closely with other national regulations on long association and 
rotation (e.g. UK and US SEC) and maintains focus on those entities of greatest public interest. 

55.  RCA Yes. 
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56.  RSM Yes. We see no good reason for limiting these amendments to Listed Companies and not applying to other PIEs because all 
are entities of public interest. 

57.  SAICA Yes, the concept of public interest is already clearly defined in section 290. 25. To permit a subgroup of these entities to not 
being required to apply the restrictions regarding long association is not practicable and we suggest all PIEs should be included 
in the restrictions imposed by the provisions regarding long association. 

58.  SCM Notwithstanding earlier comments on this matter, AOB agrees that if the cooling-off period is extended to five years for the 
engagement partner, the requirement should apply to the audits of all PIEs.  

However, AOB wishes to again caution that certain jurisdictions may not have sufficient expertise to accommodate the 
extended cooling-off period to five years, particularly in view of the proposed strengthened restrictions applicable during the 
cooling-off period. 

59.  Tuffias No 

60.  William Buck Refer to our response to Question 5. 

61.  WPK Referring to our remarks under question No 5 we do not support the extension of the cooling-off period to five years for the 
engagement partner on the audit of a PIE. The extension of the cooling-off period to all PIEs would have a significant impact 
on SMPs and lead to a greater competitive disadvantage for them. 

62.  ZICA See our comments to question five (5) above. 
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Question 7 
Do respondents agree with the cooling-off period remaining at two years for the EQCR and other KAPs on the audit of PIEs? If not, do 
respondents consider that the longer cooling-off period (or a different cooling-off period) should also apply to the EQCR and/or other 
KAPs?  

# Respondent Respondent’s Comment 

1.  AAA SCAS Since EQCR and other KAPs on the audits of PIEs do not pose as much a familiarity threat as EPs, we agree that the cooling 
–off period should remain at 2 years (time-on/time-off period of 7/2). While there is greater regulatory oversight of publicly 
listed companies, we agree with IESBA that there is little justification for distinguishing between listed companies and other 
PIEs as they are all entities of public interest. (Referencing: Request for Specific Comments #5, #6 and #7 on Rotation of 
KAPs on PIEs.) 

2.  ACCA We agree that the familiarity threat that the extension of the cooling-off period to five years is intended to address is most 
clearly evident in the case of the engagement partner. Although having the same cooling-off periods for KAPs and EQCRs 
would aid consistency and clarity, in many cases, this would be unnecessarily restrictive (especially in the case of smaller 
practices). However, to simply retain the existing two-year cooling-off period for KAPs and EQCRs would represent a failure 
to acknowledge the variety of threats that might exist. We believe that, while a presumption may exist that the appropriate 
cooling-off period is two years (or five years), an assessment of the specific threats and safeguards might indicate that an 
alternative period would be more appropriate.  

In our opinion, the pertinent question is whether the default cooling-off period for KAPs and EQCRs should be two or five 
years. Although the rationale for a distinction between the different types of partner is well-explained in the consultation, we 
believe that any changes to the Code at this stage provide an opportunity to achieve much greater clarity (which comes, 
largely, from greater consistency). Applying only minor changes to the Code risks the costs of change exceeding the benefits. 
We believe that clarity and transparency are enhanced by convergence of the default cooling-off periods. The inclusion of 
appropriate transitional provisions within the Code will ensure that it would never be necessary for the whole engagement 
team to rotate off the engagement at the same time, irrespective of the assessment of threats. 

3.  AICPA Due to the nature of the role of the EQCR and the limited amount of interaction with client management, we believe the threats 
to independence created by the EQCR’s long association with an audit client are less significant as the threats created by the 
engagement partner.  Accordingly, we do not believe it is necessary to extend the five year cooling-off period applicable to 
the engagement partner to the EQCR or any other KAP. We believe the two year cooling-off period remains appropriate for 
the EQCR and other KAPs. 
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4.  Altaf Noor 
Ali 

(Section 290.150A) 

Yes. 

5.  ANAN It is our considered opinion that the cooling off period should be harmonized such that it will be uniformly applied to avoid 
confusion due to idealization of the period. 

6.  APESB We propose that the same cooling-off period should be applied to both the Engagement Partner and EQCR, similar to the 
same time-on period for both individuals. Under the Corporations Act, the EQCR for a listed entity is subject to the same 
rotation requirements as the Engagement Partner in terms of time-on and cooling-off periods.  If the same cooling-off period 
is not applied to the EQCR, the level of independence of the audit team may be impacted, as it is quite common that the 
EQCR is known to the audit client. Legislation in Australia and some major jurisdictions treat the Engagement Partner and the 
EQCR in the same manner in respect of the time-on and cooling-off periods.  

APESB favorably notes that based on IESBA’s global research on this project, that the majority of TCWG, regulators and NSS 
(i.e. approximately 57%) were supportive of the same cooling-off period applying to both the Engagement Partner and EQCR. 

APESB agrees with the cooling-off period of two years for other KAPs. 

7.  ASSIREVI For the same reasons provided as an answer to no. 6 above, Assirevi believes that the cooling-off period for the EQCR and 
the other KAPs should not be extended to 5 years, but left at 2 years. More specifically, Assirevi agrees with the considerations 
that led the IESBA not to also propose a time-extension to the EQCR (or the other KAPs). We agree with the approach of this 
consultation whereby the EQCR does not take part in the engagement and does not make decisions for the engagement 
team. Therefore the threat of familiarity created by the long association with the audit client is less significant with respect to 
the EQCR compared to that created by the engagement partner. 

8.  Auditor 
General NZ 

Yes, we agree that the cooling-off period remains at two-years for the EQCR and the other KAPs on the audit of PIEs. As we 
have suggested above, the cooling-off period for engagement partners could be extended to five-years, but only if this is 
limited to listed entities. 

We also have a general concern about an apparent deficiency in the rotation provisions that apply to the EQCR. Please refer 
to our covering letter 

9.  BDO We agree with keeping a two year cooling off period. 

10.  CAANZ  EQCR partners have a greater degree of separation from the client and the audit team, therefore it follows that the potential 
familiarity threat is reduced. Other KAP’s have a lesser ability to influence the outcome of the audit, along with a lesser 
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involvement with the client which reduces the significance of the threat to independence. On this basis we support the cooling-
off period remaining at two years.  

11.  CAI AAC does not disagree with the cooling off period for EQCR and other KAPs on the audit of PIEs remaining at two years. 

12.  CISPA Yes, the 5 year cooling off period should be limited to the engagement partner given that the stated objective of the code is to 
reduce familiarity and self- interest threats and the limited interactions with group management of the other KAPs including 
the EQCR would warrant a limited cooling off period. 

13.  CNCC We agree with the cooling-off period remaining at a minimum of two years for the EQCR and other KAPs on the audit of PIEs 
especially as this duration joins in the range minimum of two to five years we propose. 

14.  CPA Aus We agree with the cooling-off period remaining at 2 years for the EQCR and other KAPs on the audit of PIEs. 

15.  CPA 
Canada 

The rationale for not extending the cooling-off period for EQCRs and other KAPs to five years from the current 2 years is 
reasonable. However, Canada’s current requirements include a five year cooling off period for both the engagement partner 
and the EQCR. 

16.  Crowe 
Horwath 

We disagree with the proposal to retain the cooling off period for the EQCR at two years. The EQCR is an important role, 
defined by Auditing Standards, supplemented by other guidance, including a commentary on the role issued by the IFAC 
Forum of Firms. The commentary given in the Explanatory Memorandum understates the importance of the role of the EQCR 
in providing objective input into the audit and in achieving audit quality objectives. The cooling-off period for the EQCR should 
be the same as for the audit engagement partner. 

The cooling-off period for other KAPs can remain at two years 

17.  D A Hughes I concur with the cooling-off period remaining at two years for all rotations, unless exceptional circumstances exist. In my view, 
exceptional circumstances exist when audit partners (including the engagement partners, EQCR and KAPs) spend a 
significant proportion (say 40-50%) of their chargeable time on one audit client. In these circumstances a 5-year cooling off 
period may be more appropriate. 

18.  D S F 
Juvenal 

Yes, I agree with the cooling-off period remaining at two years for the EQCR and other KAPs on the audit of PIEs, but I 
suggest for the Board, if agrees, consults local and regional regulators for to know about exceptions. 

19.  DFSA Since EQCR are generally not involved in maintaining relationships with audit clients, which could be a factor in risk of 
familiarity and self-interest threat, a two years cooling-off period remain to be a good period.  The DFSA is in the view the time 
period for cooling-off remains acceptable. 
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20.  DTT We strongly support keeping the cooling-off period at two years for the EQCR and other KAPs.  As mentioned, the benefits a 
fresh look can bring to objectivity must be weighed against the negative impact from a loss of senior level experience and 
knowledge on a particular client.  While the EQCR may have significant influence on decisions made with respect to the audit, 
there is typically much less interaction with the client and less influence over the engagement team.  On the other hand, while 
other KAPs may have a greater deal of interaction with the client, they may have a lesser degree of influence over the decisions 
made with regard to the overall audit.  Consequently, the nature of the roles of the EQCR and other KAPs already help to 
strike this balance between quality and objectivity so that a shorter cooling-off period is appropriate.  Therefore, we strongly 
support a two year time-out for the EQCR and other KAPs. 

21.  EYG Yes, we believe the current two year cooling off for the EQCR and other KAPs on the audits of PIEs is appropriate and we do 
not suggest any change at this time. 

22.  FAOA  The cooling-off period of two years for the other KAPs (other than the engagement partner) on the audit of PIEs appears 
appropriate. The new proposed provisions contained in 290.150C and 290.150D CoE are helpful for reminding the firm that 
the principles in the General Provisions must always be applied.  

23.  FAR FAR does not agree with that EQCR and KAPs should have the same cooling-off period. The EQCR, at least in Europe, does 
not have the kind of association with the client that there should be any need for a cooling-off period. But if a cooling-off period 
must apply for the EQCR, it should not exceed two years. 

24.  FEE As noted above, we understand the rationale for the current two year period and believe this is also appropriate for those 
partners where there is a lesser potential impact of the familiarity threat. However, we would like to point out that having 
different periods for different individuals makes the requirements complex. As referred to in the covering letter, the new EU 
legislation has set the cooling-off period for KAPs at three years and this provision will be applicable as from mid-2016. 

25.  FKA Yes. Two years of no contact with client and audit teams on an engagement is long enough to mitigate potential threats.  Other 
safeguards could be considered to reduce potential risks after the two years, for instance the independent partner reviews on 
the engagement 

26.  FRC While other key audit partners “will generally have a lesser ability to influence the audit” they nonetheless do have some ability 
to influence, and self-interest and familiarity threats do arise. We believe it is difficult to support the proposition in effect that 
such threats are always sufficiently less to justify to third parties the shorter time-off period. Accordingly, we recommend that 
the required time-off period for all key audit partners should be 5 years. This would be a less complex arrangement and would 
be easier for stakeholders not directly involved in audit to understand.  We believe this would better address perception issues 
and enhance confidence in audit, and is also consistent with having the same allowed ‘time-on’ period for all key audit partners. 
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This is also more consistent with the IESBA proposal that a key audit partner who has served “at any time” within the time-on 
period as engagement partner, even if only one year, should be required to have a time-off period of 5 years. While it may be 
expected to be more likely that a key audit partner who changes role would become the engagement partner at the end of the 
period, it is possible that they could have served as the engagement partner for one year at the start before moving to another, 
less responsible, role on the audit (e.g. reflecting changes within the firm and to allow more time on other audits). Under the 
current IESBA proposals, such a partner who had served as a key audit partner, other than engagement partner, for the six 
years immediately before rotating off would be required to have a time-off period of five years, while another partner, who had 
served as a key audit partner, other than engagement partner, for seven years, would be required to have a time-off period of 
only two years. IESBA says it proposes this model as it is easier to apply. However, we believe that the whole position could 
be made easier to understand, especially for third parties, if consistent periods of time-on and time-off were applied to all key 
audit partners regardless of the specific role served. 

27.  FSR We suggest to leave the two-year cooling-off period for all KAPs unchanged.  

28.  GTI As noted above, Grant Thornton is not supportive of a five year cooling-off period for the engagement partner.  Instead, we 
believe that a three year cooling-off period is sufficient for all KAPs.  

If the Board requires a cooling-off period of five years, we agree that the cooling-off period for the EQCR and other KAPs on 
the audit of a PIE should remain at two years because other KAPs, although they have significant roles in the group audit, 
these partners generally do not have the same exposure to management or relationships with management that the 
engagement partner has.  Accordingly, serving in these roles give rise to a lesser familiarity or self-interest threat from long 
association with a client.   

29.  HKICPA We agree that it is appropriate for the cooling-off period to remain at two years for the EQCR and other KAPs on the audit of 
PIEs. Despite the fact that the EQCR and/or other KAPs play an important role in an audit, they do not usually participate in 
the engagement proper or make final executive decisions on the audit overall. Their familiarity threat created by long 
association with the audit client in this regard is typically less than that applying to engagement partners. 

30.  ICAB Yes 

31.  ICAEW We agree. As noted above, we understand the rationale for the current two year period and believe this continues to be 
appropriate for those partners where there is a lesser potential impact of the familiarity threat. We note that in the European 
Union, the new European regulation on Statutory Audit will set a minimum cooling – off period for key audit partners of three 
years from 2016. 
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32.  ICAG We believe the two years cooling off period for the EQCR and other KAPs are reasonable. This is because, by nature of the 
roles EQCRs perform, the exposure to familiarity threat is minimal as they most often would not have a direct involvement or 
relationship with the client.  

Restricting EQCRs to the same cooling off periods as engagement partner may create a situation where the engagement 
executives rotate off a job completely. This would not enable both the client and the firm benefit from the learning curve effect 
of the previous years. 

33.  ICAP We agree. 

34.  ICAS On balance, we are supportive of this proposal in relation to the EQCR although we note that in the UK the cooling-off 
period for such individuals is 5 years. In relation to other KAPs it very much depends on the particular circumstances. In this 
respect we note that IESBA’s comment on page 10 that “an audit partner responsible for a significant subsidiary who is 
deemed to be a KAP for the group audit will not have the same relationship or contact with group management as would the 
engagement partner.”  Whilst we accept this, it could be argued that there is scope for considerable familiarity threats to be 
created when an ‘other KAP’ has a long-association with the management of a significant subsidiary, and it is therefore not 
necessarily true to state that the threats that arise from long association at subsidiary level are of lesser concern from the 
perspective of the group audit. We would also highlight that the EU will require a cooling-off period for 3 years for key audit 
partners.  

35.  ICAZ We concur with not changing the cooling-off period of the EQCR and other KAPs.  

There were strong views on the role of some KAPs who might be the engagement partner of the major subsidiaries/divisions 
of a PIE. These KAPs were deemed to sometimes face major risks relating to the audit of the PIE. These KAPs should have 
a similar cooling off period to the Engagement Partner. The foreseen challenges then will be around defining which KAPs 
require a similar cooling off period to the EP. ie whether it is going to be Revenue/Profits/Total Assets percentage contribution 
of a subsidiary/division to the consolidated numbers, this may also be considered against the significance of the risks 
associated with the subsidiary/division to the risks of the audit of the group. 

36.  IDW Notwithstanding other comments in this letter, we agree that the cooling off period for KAPs should not be extended. 

It is difficult to understand the overly complex proposals as drafted in paragraph 290.150A.  

Clarification of Applicability – Which Individuals  

Section 290.150A deals with cooling off periods in the context of an audit of a public interest entity for both a single individual 
who was “engagement partner” and “any other key audit partner”, proposing periods of 5 and 2 years respectively. For the 
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purposes of this section, we believe there is a need for further clarification –also in view of the extant definitions in the Code. 
The Code’s definition of “key audit partner” clarifies that audit partners responsible for significant subsidiaries or divisions are 
not necessarily “key audit partners”, however, they may be included. In our view, determining which individual audit partners 
are subject to the provisions of the Code for the audit of a PIE and which audit partners are not is likely to be challenging in 
practice, and may be very difficult for individual firms that are not the auditor of the holding entity or PIE – although it is the 
individual firms that will need to manage their personnel’s compliance. This determination can only be made at group audit 
level, since this will involve a retrospective assessment of and determination as to which decisions were key, and which 
judgments related to significant matters from a group perspective. Indeed, to ensure consistent application by audit firms and 
a common understanding between auditors and oversight bodies, robust criteria will be needed in this regard too. We suspect 
that uncertainty arising from a lack of clarity in this matter may lead firms seeking to “stay on the safe side”, leading to rotation 
and cooling off of individuals, which might be unnecessary from a group audit perspective. The impact on audit quality resulting 
from the loss of expertise and need to build up client-specific knowledge anew is also a factor that needs to be considered in 
this context. 

37.  IMCP We consider appropriate to maintain the cooling-off period of two years for all key individuals of the audit team, such as EQCR 
and/or other KAPs. 

38.  IOSCO Engagement Quality Control Reviewer 

We believe the engagement quality control reviewer (EQCR) should be subject to similar rotation requirements as the EP. 
This is because, in addition to concerns regarding independence in appearance, the EQCR is responsible for evaluating the 
significant judgments the engagement team made and the conclusions it reached in formulating the report. As a result of the 
significance of the EQCR’s role on the audit engagement, we believe they should be subject to similar time-off requirements 
as the EP to promote continued objectivity. 

Other Key Partners  

We believe that the Board should also consider whether rotation requirements should apply to key partners involved in the 
audits of major operating subsidiaries of a PIE, including those circumstances where a partner subsequently becomes audit 
engagement partner for the PIE itself or vice versa. 

39.  IPA Yes.  In fact we believe that a suggested rotation of the EQCR and other KAPs is an alternative measure by which audit quality 
can be maintained if one was to subscribe to the ‘fresh look’ concept. 



Compilation of Responses to Specific Questions 
IESBA Meeting (November/December 2015) 

 

Supplement B to Agenda Item 5 
Page 96 of 173 

# Respondent Respondent’s Comment 

If the IESBA are committed to mandatory rotation then we suggest the EQCR and other KAPs could be the individuals who 
are able to provide the so called ‘fresh look’.  We do not believe it necessary to force the engagement partner to rotate away 
from the engagement if other safeguards are in place. 

In our opinion, for an EQCR to provide an effective safeguard against familiarity threats then the EQCR responsibilities should 
be increased under the auditing standards.  For example, the EQCR could be expected to evaluate any familiarity threat of 
long association by the engagement partner and be required to conclude themselves on auditor independence and the EQCR 
could increase their involvement in the audit engagement, such as attending key client meetings between the engagement 
partner and the audit client. 

40.  IRBA We agree that the cooling-off period should remain at two years for the EQCR and other KAPs on the audit of PIEs. 

41.  J T Giraud I agree with the two years for other KAPs, not for EQCR. The familiarity implies direct contact, virtual or physical interaction. I 
don't believe EQCR sets out some contacts or interactions with audit client. I don't believe EQCR to be exposed neither 
familiarity, nor interest conflict in respect of his / her work. Then, this individual must not be concerned by the cooling-off 
period. 

42.  JEC Grant Yes. However, this is not as clear as it might be. The problem is the complexity of the definition of the KAP. It would be clearer 
if the rotation period for EQCRs was more clearly established in the Code. This needs clarification given the critical role of the 
EQCR and the need for fresh thinking. I would even support a shorter period of tenure for the EQCR. 

43.  JICPA We support this revision. 

A two year cooling-off period is appropriate because the KAP other than the EP has less influence than the EP who has most 
influence on the outcome of the audit and the significance of the familiarity threats created by the long association of the 
EQCR with the audit client is relatively low. 

In addition, although the EQCR plays an important role in an audit, because the EQCR is responsible for quality control in an 
audit engagement, the significance of the familiarity threats created by the long association of the EQCR with the audit client 
is relatively low since the EQCR does not directly conduct the audit, or make decisions for the engagement team on behalf of 
an engagement partner and, in addition, does not meet the client. Therefore, a two year cooling-off period is appropriate. 

We request that you clarify the definition of EQCR, including his/her responsibility and role by providing examples or additional 
explanations related to the term “an individual whose primary responsibility is to be consulted within a firm.” which is stipulated 
in the first bullet point starting with “Consult with” in paragraph 290.150B. The reason is that the term “an individual whose 
primary responsibility is to be consulted within a firm” is not consistent with “the individual responsible for the engagement 
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quality control review” stipulated in the definition of “Key Audit Partner” in the Code and, therefore, it is not clear that those 
have the same meaning. 

44.  KICPA We support the proposed changes to provide different cooling-off periods to the engagement partner, separate from other 
KAPs, taking into account the fact that the engagement partner has the most influence on the outcome of the audit. 

45.  KPMG We agree that the cooling-off period should remain at two years for the EQCR and other KAPs on the audit of PIEs, given the 
expected nature of their roles and the reduced level of contact with the client and the ability to influence the outcome of the 
audit, as compared to the engagement partner.  

Furthermore, application of a longer period for all KAPs, and the EQCR in particular, could negatively impact on audit quality 
as it could reduce the available pool of individuals with appropriate expertise or specialist skills. 

We believe that the application of the General Provisions will provide an effective means to analyze and address any threats 
that may arise in respect of KAPs other than the engagement partner, in response to the specific facts and circumstances, for 
example, where an individual is interacting with senior management or those charged with governance to a greater extent 
than might be expected in the role of EQCR.   

46.  Kreston 
International 

Given the responsibilities of the EQCR and other KAPs and their limited access and interaction with senior management and 
those charged with governance a two year cooling off period is appropriate. 

47.  MIA The explanatory memorandum of the exposure draft indicates that the focus places substantially on the familiarity threat in 
terms of relationship with client management.  We believe that the scope of review should be wider as mentioned in our 
general comments above. 

EQCR: 

We recognize that the EQCR does not participate in the engagement and may not have much contact with the audit client.  
However, a familiarity threat in terms of familiarity with operations and the engagement itself, such as being too familiar with 
the numbers or operations of the audit client, should be taken into consideration.  

Other KAPs: 

We believe that other KAPs may have significant influence on the outcome of the audit engagement, especially an audit 
partner responsible for a significant subsidiary who is deemed to be a KAP for the group audit and may have significant 
influence on the outcome of the group audit (in the case where the holding company can be just an investment holding 
company).  In such circumstances, the audit partner of the significant subsidiary may have contact with group management 
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as would the engagement partner. We therefore suggest such other KAPs apply the same cooling-off requirement that is 
imposed on the engagement partner. 

48.  MICPA Yes, MICPA agrees. 

49.  NASBA See answer to question 5 above. 

50.  Nexia 
Australia 

Yes.  In our opinion, a two year cooling-off period appropriately balances the need to bring ‘fresh eyes’ to an audit with the 
costs associated with doing so. 

51.  Nexia 
International 

Yes. In our opinion, a two year cooling-off period appropriately balances the need tobring ‘fresh eyes’ to an audit with the 
costs associated with doing so. 

52.  NZAuASB Yes, the NZAuASB agrees that the significance of the familiarity threat is lower for the ECQR and other KAPs, as they have 
a lesser ability to influence the audit, and generally do not have the same relationship or contact with the client as the 
engagement partner does.  The NZAuASB considers that a two year cooling-off period is appropriate, recognizing the balance 
between the need to safeguard against the familiarity threat and the benefit of experience with that client.  Also, extending the 
cooling-off period to all KAPs would add further supply pressures which could have a negative impact on audit quality. 

53.  PICPA See above comments. 

54.  Pitcher 
Partners 

Yes, we agree that the cooling-off period for engagement quality control reviewers and other key audit partners should remain 
at two years. 

55.  PKF While we agree that different considerations may apply depending on the role of the KAP on the engagement, this distinction 
could reduce clarity and result in significant implementation challenges. In addition, KAP may include a partner on a significant 
subsidiary in a group. In many group audits, a small number of significant subsidiaries constitute the bulk of the group by value 
and volume. A distinction in rotation requirements between engagement partners on these audits and the group audit does 
not make sense, despite the group auditor’s responsibilities as set out in ISA600. We therefore propose that the cooling-off 
period and requirements for all KAP be the same, subject to a revision of those requirements based on our responses to 
question 5. This will provide clarity and consistency, and result in less implementation challenges. 

56.  PwC We agree there should be no change for other KAPs and that the cooling-off period should remain at two years for the EQCR 
and other KAPs on the audit of PIEs. The audit engagement partner is most at risk from the threat of over-familiarity because 
of the nature of their role as the key ultimate decision-maker in the audit and there is no other KAP that shares this role. As 
indicated in our responses above, we believe the current system of safeguards to address these threats, even relating to the 
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audit engagement partner is robust, extensive and adequate. We recognize that there is a heightened risk and perceived risk 
of these threats for audit engagement partners, and as such, if there are any changes made, they should be focused on that 
role.  As such, we support the Board’s proposal, as explained in the Explanatory Memorandum, to not extend the longer 
cooling-off period to other KAPs including EQCRs. 

There are other practical considerations that support the cooling-off period remaining at two years for EQCR and other KAPs 
in the interest of maintaining audit quality, balanced with managing threats to independence and objectivity. Some of these 
considerations are: 

• KAPs other than the audit engagement partner are subject to an additional safeguard, which is the fact that there is an 
audit engagement partner on the audit engagement who is the ultimate decision maker, and so any decisions made by 
other KAPs would be scrutinized by, and be the responsibility of, the audit engagement partner. 

• Managing any change to an extended cooling-off period for audit engagement partners would be a significant burden 
given the implementation challenges, some of which are listed in our response to question 6. Extending this requirement 
to also include EQCR and other KAPs would further compound the challenge and put further strain on experienced 
resources which will harm audit quality. EQCR resources are often already constrained as many practices mandate 
stringent requirements on those partners able to fill these roles, in the interest of quality. 

• As the Code acknowledges, these provisions must be balanced with the benefit to audit quality that comes from 
understanding the audit client and its environment, and having the option to retain KAPs other than the audit 
engagement partner on the client engagement while the audit engagement partner rotates off can help to preserve a 
certain amount of this knowledge and help mitigate the potential risk to audit quality.  

One way in which practices currently manage succession, in the interest of maintaining audit quality, is that individuals act as 
KAPs for a certain period of time on an audit engagement to familiarize themselves with the client’s business and build up an 
appropriate amount of industry expertise. If the practice is planning for that KAP to eventually take on the audit engagement 
partner role, in the interest of ensuring they can look at the audit with “fresh eyes” when they take on the role, the KAP will 
cool-off for a period of two years before coming onto the engagement as the audit engagement partner. In our experience, 
this two year period allows sufficient time for the individual to “reset” and approach the audit engagement partner role with 
objectivity, but it is not so long that the individual loses all of the understanding of the audit client and its environment that will 
allow him to perform his new role to a sufficient level of quality. However, extending this time off to five years would undoubtedly 
mean that he will have lost any knowledge of the client that he had built up in his time as a KAP. This would be detrimental to 
audit quality. 

57.  RCA Yes. 
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58.  RSM Yes, for the reasons given in the explanatory memorandum. 

59.  SAICA Yes, we support the proposal to keep the cooling off period at two years for the EQCR and other KAPs, however it the period 
is extended we would request that the cooling off period is kept the same for all KAPs. 

60.  SCM Agree. 

61.  SMPC 
(IFAC) 

We agree with the cooling-off period remaining at two years for the EQCR and other KAPs on the audit of PIEs for the reasons 
outlined in the ED. The independence and familiarity threats created by the long association is less for these individuals, so 
we believe it is important there is the distinction as proposed by the Board.  

Section 290.150A deals with cooling off periods in the context of an audit of a public interest entity for both the single individual 
who was “engagement partner” and “any other key audit partner”, proposing periods of 5 and 2 years respectively.  For the 
purposes of this section, we believe there is a need for further clarification beyond the extant definition. The Code’s definition 
of “key audit partner” clarifies that audit partners responsible for significant subsidiaries or divisions are not necessarily “key 
audit partners”, but may be included as such.  

In our view, determining which individual audit partners are subject to the provisions of the Code for the audit of a PIE and 
which audit partners are not is likely to be challenging in practice, and may be very difficult for individual firms that are not the 
auditor of the holding entity or PIE – although it is the individual firms that will need to manage their compliance. This 
determination can only be made at consolidation level, since this will involve a retrospective assessment of and determination 
as to which decisions were key, and which judgments related to significant matters from a group perspective. Indeed, to 
ensure consistent application by audit firms and a common understanding between auditors and oversight bodies, robust 
criteria will be needed in this regard too. We suspect that uncertainty arising from a lack of clarity in this matter may lead firms 
seeking to “stay on the safe side”, leading to rotation and cooling off of individuals, which might be unnecessary from a group 
audit perspective. The impact on audit quality resulting from the loss of expertise and need to build up client-specific knowledge 
anew is also a factor that needs to be considered in this context. 

62.  Tuffias Yes. 

63.  William Buck The time an EQCR should be rotated needs to match that of the engagement partner. There is no evidence in our view that 
supports a change from this. From a Firm’s perspective to have different periods of service would create a huge administrative 
burden. 

64.  WPK Notwithstanding the other comments we made elsewhere in this letter, we agree not to extend the cooling-off period for KAP.   
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In addition, we believe that making a distinction between the Engagement Partner and other Key audit partners (KAPs) is not 
justified. The approach taken in the proposal is overly complex, and thus would make it difficult for auditors and audit firms to 
comply with the different requirements posed by regional or national legislation and the Code.   

The new EU Regulation does not provide for different cooling-off periods for the Engagement Partner and “other Key audit 
partners”.  

In addition we would like to suggest that the Key audit partner should be determined on group audit level. Only the group 
auditors do have the overview to assess the relevant partners who make key decisions.  

As the EQCR does neither participate in the engagement nor make any substantial decisions for the engagement team an 
extension of the cooling-off period would be in our view not justified. Instead of this, the knowledge of the clients´ business 
and the insights of critical audit is-sues are of particular importance for the role of the EQCR. 

65.  ZICA See our comments to question five (5) above. 
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1.  ACCA This question demonstrates the problems of having a Code that is not truly principles-based. What is proposed in the exposure 
draft is a provision in the Code that is driven by the need for greater simplification, rather than its effectiveness. In contrast, if 
our suggestion of a default cooling-off period of five years for all audit partners in conjunction with a risk-based approach was 
accepted, the significance of this question would be diminished. 

In our view, although the specific proposal referred to in the question is intended to result in easier implementation of the 
rotation requirements, the underlying principle appears to be in conflict with that underlying the proposal not to extend the 
cooling-off period to the EQCR and other KAPs, ie that the extent to which familiarity threats arise from long association is 
usually lower for EQCRs and other KAPs. For example, if the individual served as the engagement partner for just one year 
and as other KAP for another six years, it would seem unreasonable to require a mandatory cooling-off period of five years – 
the same as if the individual had served as the engagement partner for seven years. 

2.  AICPA We interpret this question to address the length of the cooling-off period that should be required (i.e., two years or five years) 
when an individual has served as the engagement partner as well as in another KAP role during the seven year period.  While 
we appreciate that the Board’s proposed approach may be the most simple approach in addressing the period of time served 
during the cooling-off period, we do not believe it is the most reasonable approach and unnecessarily restricts an engagement 
partner or other KAPs from providing services to an audit client.  We would recommend an approach where after serving three 
years of the seven-year period as lead engagement partner, a five-year cooling off period should be required.  If the key audit 
partner served less than three years as lead engagement partner then the two year cooling-off period should apply. We believe 
such an approach results in a credible and robust requirement to safeguard independence while providing a more reasonable 
and manageable approach for succession planning and deployment of partners.     

3.  Altaf Noor 
Ali 

(Section 290.150A) 

Yes. We consider the five year cooling period to be sufficient. 

4.  ANAN ANAN is of the opinion that the cool-off period should not be based on whether or not he or she had served as an engagement 
partner or KAP but rather on the general concept of familiarity – Reason being that sometimes it is the clientele number and 
spread that will determine how long the firm will be able to place staff on cool off periods. 
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5.  APESB Subject to our response to specific question 5, APESB is of the view that in order to trigger a maximum cooling-off period, the 
KAP should serve in the capacity of an Engagement Partner for at least three years out of their seven-year period as a KAP. 

6.  ASSIREVI Assirevi does not agree with IESBA’s proposal regarding the application of the five-year cooling-off period for KAPs who 
assumed the role of engagement partner for a limited period of time, and consequently also just for one year.  The IESBA 
approach should take more account of the ratio of the provisions aimed to face the long association risks and of the number 
of years that the individual actually performed the role of engagement partner.  We point out that the proposal of a five years 
cooling-off period for KAPs, unrelated to the actual time he or she has served as engagement partner, could create excessive 
restrictions to manage the rotation of the engagement partners, especially for small and medium audit firms. 

7.  Auditor 
General NZ 

Yes, subject to our responses to Questions 5 and 6 above. 

8.  BDO We agree with this proposal. 

9.  CAANZ  No. This requirement is inflexible and would further increase complexity and burden to audit practitioners. It does not support flexibility 
and mobility in the audit profession. In Australia, the Corporations Act 2001 imposes a ‘five years out of seven years’ approach to partner 
rotation and we believe this is a more practical approach. Our members expressed a desire for clear and specific guidance being provided 
to illustrate the final requirements imposed.  

10.  CAI Bearing in mind the response to question 5, AAC agrees with the proposal to require a five year cooling off period for an 
individual who has served any time as engagement partner (on the audit of a listed PIE) in the seven year period.   

However, AAC is concerned that there is a lack of clarity in the wording of proposed paragraph 290.150A, specifically the 
reference to an individual having acted as engagement partner “at any time” during the seven year ‘time on’ period.  The 
implications of the paragraph only become clear on reading the explanatory note in the exposure draft, which is not a source 
of information to which reference is commonly made once proposed changes to standards have been finalized and 
implemented.  AAC considers that the wording of paragraph 19(c)(iii) of APB ES3 achieves the necessary clarity within that 
standard and it is for this reason that AAC recommends that the Board considers adopting the wording of that paragraph. 

Paragraph 19(c)(iii) of APB ES3 reads:  

“(c) anyone who has acted: 

(iii) in a combination of roles as: 

• the engagement quality control reviewer; 
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• a key partner involved in the audit, or 

• the audit engagement partner 

for a particular audited entity for a period of seven years, whether continuously or in aggregate, shall not participate in the 
audit engagement until a further period of five years has elapsed.” 

11.  CISPA Non audit members did not agree with this proposal. Audit members agreed on basis that the 5 year cooling off period should 
be limited to the engagement partner given that the stated objective of the code is to reduce familiarity and self- interest threats 
and the limited interactions with group management of the other KAPs including the EQCR would warrant a limited cooling off 
period. 

12.  CNCC We don’t support a cooling off period of five years, but we consider, as we would like to have a range of  two  to five  years 
for cooling-off period of EP, that professional judgment should apply to decide, according to the role of individuals during the 
conduct of the audit, the duration of the cooling of period. Furthermore this approach would be more coherent with a principle 
based code. 

The Code is a principle-based code, the Code has to fix principles and not rules. 

13.  CPA Aus Consistent with the proposals under questions 5 and 6 above, there is a lack of clear evidence that suggests a need for the 
engagement partner to be subject to a 5 year cooling-off period if they have served as engagement partner at any time during 
the 7 year time-on period.  We are therefore unable to support this proposal.  Further, we believe there are personal 
circumstances (e.g. maternity leave) when an engagement partner may not be able to satisfy the requirements under this 
proposal, which could cause an adverse effect on work flexibility and participation. 

14.  CPA 
Canada 

Canada’s requirement is currently interpreted as requiring a KAP, who at any time during the seven year period has served 
as an engagement partner, to cool-off for five years. Consideration might, however, be given to establishing the Code 
requirement such that for every year the KAP serves as an engagement partner, an additional year is added to the base two 
year cooling off period for KAPs, to a maximum of five years. The participation of a KAP as an engagement partner for a 
limited period during the seven year period is very unlikely to create a threat that is at the same level as the threat created by 
a seven year engagement partner. The cooling off period should reflect that reduced level of threat. While some firms may 
conclude that it may be simpler to adopt the same cooling off period, the option to adopt a shorter cooling off period should 
remain available. 

15.  Crowe 
Horwath 

We agree with IESBA’s conclusions on this matter. Adopting an alternative approach is potentially confusing and may be 
difficult to apply in practice. 
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16.  D A Hughes The arbitrary allocation of cooling-off periods to roles is not appropriate. The cooling off period should be related to the nature, 
size and complexity of the client and the significance of that client to the firm and individuals involved in the audit. In any 
instance where the engagement partner, EQCR, KAP or individual involved in the audit has spent a significant proportion of 
their annual chargeable time on one audit client, they will have a lack of diversity and experience in other circumstances, and 
familiarity risks will increase. In many instances a two year cooling off period for all parties will be sufficient. In exceptional 
circumstances (refer 3.7 above) a five year cooling off period may be appropriate for all those involved in the audit. The role 
and cooling off period should be considered in the context of the client domination to the firm and the individual.   

17.  D S F 
Juvenal 

Yes, I agree with the proposal that the engagement partner be required to cool-off for five years if he or she has served any 
time as the engagement partner during the seven year period as a KAP, I suggest for the Board, if agrees, consults local and 
regional regulators for to know about exceptions. 

18.  DFSA The DFSA agrees with the cooling-off period suggested to remain for five years if an engagement partner has served anytime 
as KAP during the seven year period on an engagement. 

19.  DTT We believe this provision in the Exposure Draft is overly restrictive.  There may be an instance where a KAP acts as an 
engagement partner for a relatively short period of time to fill a short term scheduling need (e.g., one year out of the seven 
years served), but that individual would have the same cooling-off as someone who has been the engagement partner for the 
entire seven year period.  There could be mitigating circumstances that would decrease the need for the longer cooling-off 
including but not limited to when the individual served as the engagement partner during the seven year period (e.g., serving 
in the role in year one versus year seven), the amount of time the individual served as the engagement partner, etc.  If a 
different cooling-off period exists for engagement partners, it would be more appropriate to state a KAP would be subject to 
the longer cooling-off period if he/she served more than three years as the engagement partner as more time would have 
been spent as an engagement partner than as another KAP.   

20.  EYG No, we do not agree with the proposal that the engagement partner be required to have a five year cooling-off period if he or 
she has served any time as the engagement partner during the seven year period as KAP.  We see this as disproportionate 
and believe an alternative method be considered that takes into account the actual amount of time served as engagement 
partner in relation to other time served.   

21.  FAR FAR does not find such a requirement necessary. A recommendation to adjust the cool-off period appropriately, according to 
how long time the engagement partner has served as a KAP would be sufficient.   
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22.  FEE We are not convinced that this requirement is necessary. This proposal is rules-based and likely to be excessive in many 
circumstances. As included in the covering letter, a high level international Code of Ethics should have the objective of striving 
for the application of high level ethical principles at an international level, as opposed to a Code representing another layer of 
requirements that may not always be appropriate or compatible with national or regional requirements. 

According to page 11 of the explanatory memorandum, the only reason provided for this rule would be that ‘this model is 
easier to apply’. In our opinion, this rule may prove to be too stringent in cases where another KAP has to step in for exceptional 
circumstances just for one year. It might also be a significant burden for small firms with a limited number of partners able to 
take on the job. 

23.  FKA No. Justification as in 7 above 

24.  FRC [See response to question 7 above.] 

25.  FSR In principle yes – but we strongly warn against the five-year cooling-off period for the engagement partner. 

26.  GTI We do not agree with the proposal that the engagement partner should be required to cool-off for five years if any time has 
been served as the engagement partner during the seven year period as a KAP. This proposal seems very inflexible and 
impractical in the current audit environment. Audit practitioners are becoming more global in today’s technology-driven, diverse 
cultural and alternative working environments. There could be severe consequences where a KAP needs to step into the 
engagement partner role temporarily to cover a short term absence of the engagement partner; such situations could include 
maternity leave, long service leave, long term illness leave, temporary overseas market placement for global expansion, and 
other market transfers and absences.  

This change will be seen as a step backwards in an effort to embrace cultural change both in the workplace and alternative 
working environments to enhance marketplace employment. The inflexibility of such a requirement will force many current 
workers to reconsider allowable absences for the sake of maintaining profitable engagements or forgo such engagements 
altogether. Furthermore, this proposal will be onerous to monitor.  

In the most extreme situation, an individual could have served as engagement partner for a year and then moved to another 
KAP role for the next six years. Despite not having maintained the close relationship that results from the engagement partner 
role, a requirement for the individual nonetheless to cool off for five years would treat them as if they had; in our view this 
would be excessive.  

Therefore, we are suggesting the Board considers a specific period of time that an individual needs to have served as an 
engagement partner before being required to rotate off the engagement (e.g. 3 years) for the full cooling- off period. 
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27.  HKICPA We have concerns on the proposal that the engagement partner be required to cool-off for five years if he or she has served 
any time as the engagement partner during the seven year period as a KAP.  

There are situations in which a KAP, other than the engagement partner, will not have the same relationship or contact with 
client senior management as would the engagement partner, nor will they be in a position to significantly influence the outcome 
of the entire audit as compared with the engagement partner. For example, if an audit partner responsible for a significant 
subsidiary has been a KAP for the group audit for five years, and becomes the overall engagement partner for the group audit 
in the sixth year, this KAP might not have been in a position to develop a close relationship with senior management of the 
group during the first five years as the audit partner responsible for the audit of the significant subsidiary.  

We note from the Exposure Draft that this provision has been chosen as being the least complex option and one which will 
enhance the perception of stakeholders in the audit process. We acknowledge the importance to ensure effective 
implementation of requirements, however we also have concerns that creating a significantly restrictive requirement to avoid 
such "complexity" may not be the appropriate approach. We recommend that the IESBA should reconsider the proposed 
requirement and express it in such a way that the objectives of the requirement are met and also that audit firms are not 
required to rotate an engagement partner off so soon when in reality no familiarity threat has likely arisen. 

28.  ICAB The more the cooling off period, the better independence we can expect. However, it (five years cooling of period) may be 
tough for Small and Medium Practices (SMPs). So, we think that the engagement partner be required to cool-off for three 
years if he or she has served any time as the engagement partner during the seven year period as a KAP. 

29.  ICAEW We agree. As the extension is addressing a perception threat with PIE audits, prior service as the engagement partner should 
count, even where this occurred before the entity became a PIE. That said, there may be circumstances where a short 
additional period of continuity is particular important where an entity has just, for example, become listed on a stock exchange. 
We note that the existing limited extensions continue to be available in key audit partner roles in 290.151 and 152. The 
example in 290.151 seems to indicate that this paragraph does address engagement partners as well as other key audit 
partners, but it is unclear whether 290.152 applies to engagement partners (with the periods duly amended) or not. 

30.  ICAG Generally, one would have expected that this should be left to the discretion of the firm after considering the possible familiarity 
and self-review threats arising from the period of association during the seven year period and not necessarily legislating a 
time period. 

However, it is entirely possible that there could be an opportunity created for firms to perpetuate continuous stay beyond the 
seven years by exploiting such discretionary avenues 
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31.  ICAP Subject to our response to question 5 above, we agree with this proposal. However, relaxation should be provided in certain 
cases of necessity as given in 290.153. 

32.  ICAS We are not convinced that such a restrictive approach is necessary. We would prefer a more principles-based response to 
deal with such situations which of course could vary considerably in practice. A more flexible approach would need to involve 
discussions with those charged with governance. We are also not convinced by the weak rationale provided by IESBA for its 
proposed approach i.e. “this model is easier to apply”. 

33.  ICAZ No we do not agree with the notion that ‘he or she has served any time during the seven year period’. The engagement 
partner’s cooling off period should take into consideration his total cumulative association with the client before we can attach 
a familiarity threat. ie where an Engagement Partner has say a four year cumulative association with the client in the preceding 
seven years, its only then that we can consider the need for a cooling off period. 

What may need clarification is whether this is intended to be applied on an Engagement Partner who has only served two 
years (a single year as and EP and another year as a KAP) over the last seven years of the audit engagement. If yes, this 
may be contrary to the spirit of the code, as such a partner cannot be defined as having a long association with the engagement 
client. 

290.150A first bullet – this is not very clear. It appears to put the long association tag on a KAP that has served a client for 
only two years in the past seven years. The paragraph appears to imply that for an engagement client that has been audited 
by a firm for seven consecutive years, any partner that has been involved on it say for just a year as the engagement partner 
(and another year as a KAP) – that this partner has to take a cooling off break of five years. This appears to be contrary to 
the spirit of the Code. Please refer to the table under our ‘Other General Comments” for the confusion that 290.150A seems 
to create. 

34.  ICPAK See answer to question 5 above 

35.  IDW No. This proposal is rules-based and also likely to be excessive in many circumstances, e.g., if the period as engagement 
partner was short or not recent, or the appointment represented a temporary situation. In our opinion, a risk-based approach 
with a sliding scale would be more appropriate. 

36.  IMCP We consider appropriate to maintain the cooling-off period of two years in any circumstances. 

37.  IOSCO [See response to question 5 above.] 
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38.  IPA No.  We see this as an overly restrictive and unnecessary proposal that will be severely handicap the SMP’s within Australia 
who do not have the number of engagement partners available to cover such rotations. 

39.  IRBA We agree with this proposed amendment. We agree that the 7 year period should be counted consecutively from the start of 
the initial engagement, regardless if there has been a break-in rotation. Thus, if an audit partner serves as engagement partner 
for 6 of the 7 years, missing one, at the end of the 7 year period from initial engagement, he or she will be required to rotate. 

We suggest that an example be included to illustrate this scenario to eliminate any confusion. This will also have to be 
considered in the transitional provisions. 

We agree that there may be confusion with the application of a proportional cooling-off period based on the number of years 
on the audit. The application of such a scheme may be considered to be too complicated, with different period rotation 
schedules being kept for different engagements, and would present challenges to a regulator. 

However, respondents from registered auditors in South Africa supported an approach of proportionate cooling-off period. 
They suggest that it would be better suited for the South Africa environment due to stricter rotation requirements of section 92 
the Companies Act, 2008 (Act No.71 of 2008) ( as explained in 2.14 above) 

40.  ISCA We agree with the proposal but have reservations about the basis used to justify the proposal.  

As the spirit of the proposed changes in the ED is to address the familiarity and self-interest threats, the basis of any proposal 
should be robust. It should not be based on ease of application as described in page 11 (in the Explanatory Memorandum) of 
the ED. Hence, we are of the view that more should be done to explain the rationale as it is important to ensure that the basis 
is well articulated, which will go a long way towards promoting the adoption by practitioners. 

41.  J T Giraud Yes, I do. 

42.  JEC Grant Yes but again I think this could be made clearer for the lay reader. As mentioned above, I think the problem is that the 
engagement partner is a sub-set of the KAP definition and the background material does not mention the difference in roles, 
or for that matter mention the EQCR. It might be helpful if there was a new paragraph explaining these different roles. 

43.  JICPA We support this revision. This is an effective way to apply consistently and systematically. 

We request that you clarify the exceptional case described as follows: 

In the case where an EP is away from an audit engagement for certain reasons, and such a period exceeds five years during 
a seven year time-on count, we understand the EP fulfills the five year cooling-off even though the EP did not intend to take 
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a cooling-off period, and, as such, when the EP returns to the engagement, the time-on count starts fresh as year 1 from this 
year. 

 Example:  

Year 1 – EP time-on 

Years 2 to 6 – EP not involved in the audit engagement 

Year 7 – EP time-on, the time-on count starts fresh as year 1 from this year 

It is expected that an individual who was an EP with less than seven year time-on cannot be involved in an audit engagement 
as an EP due to, for example, illness or injury, and such a period could become multiple years. We propose providing more 
guidance by inserting an illustration as below to explain how an EP counts the time-on period in an exceptional case: 

The illustration on page 15 in the Explanatory Memorandum is a good example. 

 Illustration: 

 x1 x2 x3 x4 x5 x6 x7 x8 x9 x 10 x11 

EP 
5 6 7 X X X X X 1 2 3 

 5 year cooling-off Fresh start 

EP 
1 XX XX X X X 1 2 3 4 5 

 5 year cooling-off Fresh start after 5 year cooling off 

EP 
3 X X X X X 1 2 3 4 5 

 5 year cooling-off Fresh start after 5 year cooling-off 

EP 
5 XX 6 7 X X X X X 1 2 

 5 year cooling-off Fresh start 

 X : Scheduled cooling-off period. 

 XX : Indicates a year in which an individual is not a member of the engagement team due to, for example, 
serious illness, where he or she has served as the engagement partner and will serve as the engagement 
partner after the individual returns to the engagement. 
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44.  Keith Reilly No. 

45.  KICPA We support the IESBA’s intent to ease the complexity of implementation in practice. 

46.  KPMG We support the Board in its proposal to extend the current baseline cooling-off period of two years, which we do consider 
likely does not meet the expected standard for independence in appearance.  Accordingly, we recommend a baseline cooling-
off period of three years, following a time-on period of seven years, as we outline in our response to question 5. 

As we also set out in that response, we are concerned that the Board’s proposed extension to a five-year cooling-off period 
may be a disproportionate safeguard, in particular  in situations when a KAP has served as the engagement partner for less 
than seven years, for example, in jurisdictions in which the time-on period is established at less than seven years. 

We acknowledge the Board’s attempt at simplifying the requirements to apply to various scenarios, however, we consider that 
the benefits of simplicity of the approach do not overcome the view that this may be an excessive time-period, in particular in 
the circumstances envisaged by this question.  

Accordingly, we propose that the Board consider an approach that focuses on overall audit quality, in which time-on and time-
off periods are taken together when determining whether the aims of the Code are achieved.  Firms should be allowed to 
exercise professional judgment to determine an appropriate and proportional cooling-off period, based on the facts and 
circumstances applicable to the situation, which would be fitting for a Code that is principles-based.  Such an approach would 
take into account: 

• The length of time that a KAP has served as the engagement partner during the seven-year period; 

• How recently the KAP served as the engagement partner; and 

• The significance of any familiarity threats or self-interest threats arising in respect of other members of the engagement 
team (or the absence of these, which may act as a safeguard). 

Similar to the requirement in paragraph 290.153, we recommend that such provision takes account of the requirements of the 
local regulator including any additional or alternative safeguards that such regulator specifies. 

47.  Kreston 
International 

This provision is a practical solution. Any other provision would require complex record keeping and implementation 
requirements and the benefit to the public interest is difficult to identify. 

48.  MIA We agree with the proposal that the engagement partner be required to cool-off for five years after any time is served as the 
engagement partner during a seven-year period, irrespective of the total length of time served as an engagement partner.  
We believe an extension of the cooling-off period can be messy and complex. 
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49.  MICPA If MICPA’s proposal to Question 5 above is accepted, then MICPA agrees with the proposal that the engagement partner be 
required to cool-off for three (3) years if he or she has served any time as the engagement partner during the seven year 
period as a KAP. 

50.  Nexia 
Australia 

No.  Refer detailed comments above. 

Furthermore, the proposal is unworkable in the cases of engagement partners that may have only been appointed for a short 
time and depart due to illness, secondment, and transfer or for personal reasons.  The proposals means that a partner retuning 
from maternity leave after only 1 or 2 years as the engagement partner would still have to serve a five year cooling-off period 
even though they had not served a full term as engagement partner. 

51.  Nexia 
International 

No. Refer to detailed comments above. 

Furthermore, the proposal is unreasonable in cases where an engagement partner may have been appointed for only a short 
time and departs for reasons such as secondment, temporary transfer, illness, family medical leave, or other personal reasons. 

This is particularly onerous on small and mid-tier audit firms. The fact that an engagement partner has served in the role of a 
KAP other than in the engagement partner role, particularly in a semi-formal or ad-hoc role, is likely to be impracticable to 
track for compliance. The fact that “the model is easier to apply” should not be in itself a reason to impose an otherwise 
burdensome requirement. 

52.  NZAuASB The NZAuASB considers that this is excessive especially in smaller or more remotely spread jurisdictions like New Zealand, 
and may contribute to supply issues which could negatively impact on audit quality.  This proposal does not support flexibility 
and mobility in the audit profession. The NZAuASB considers that it is more appropriate to take into account the time served 
as engagement partner in aggregate in a seven year period, in order to determine whether a five year cooling-off period should 
apply. The NZAuASB considers that the complexity of developing such a requirement would be justified, given that the 
alternative could add to supply constraints. 

53.  PICPA See above comments. 

54.  Pitcher 
Partners 

We do not agree with this proposal. In emergency situations, for example illness of the engagement partner, another audit 
partner with knowledge of the client, for example the engagement quality control reviewer, could be involved as engagement 
partner for one particular year only. In this situation, the engagement quality control reviewer would be required to cool-off for 
five years, because he or she was the engagement partner for only one year in an emergency situation. 

55.  PKF This question illustrates that the current proposals may be too complex. See our responses to questions 4, 5 and 7. We believe 
that the cooling-off period should be determined with reference to the period for which the partner served as KAP, and not 
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necessarily be fixed at five years. The clarification of the meaning of the seven year time-on period is also critical in this 
context. 

56.  PwC We do not agree with this proposal as it is extreme and the proposed application is unclear.  

As explained in our response to question 5, we believe the current Code provides appropriate safeguards against familiarity 
and self-interest threats and should be afforded the time to be fully implemented before considering changes needed to 
improve effectiveness. Notwithstanding this view, if a five year cool-off is ultimately adopted for the audit engagement partner, 
then we believe that it is inappropriate to trigger the five year cool-off after only one year as engagement partner during the 
seven year period as KAP. This would be inappropriately restrictive for the related risk and does not align with the logic of the 
other current and proposed provisions, which appropriately focus on those roles and situations that create or have the potential 
to create the greatest risk of familiarity or self-interest threats. 

The proposed approach makes no distinction between the familiarity threats created for an individual who serves as audit 
engagement partner for just one year (for example where a KAP steps into the lead engagement partner role for a year to 
cover a maternity break) as compared to one who serves as audit engagement partner for seven years.  Even acknowledging 
that the role of audit engagement partner carries greater responsibility and therefore greater risk of a familiarity threat than 
other KAP roles, we disagree that the safeguard of a five year cool-off should be applied equally to these different scenarios. 
The threats arising are very different in these situations and we believe a reasonable and informed third party would see the 
threats as different. 

We understand the Board considered other alternatives and acknowledges that this proposal could be viewed as excessive 
but set forth this proposal, not because of concerns over an increased threat or a lack of safeguards in the event an individual 
acts as an engagement partner for even one year during the seven year period, but rather that other options would be too 
complex to implement. We do not agree that this is an appropriate basis for determining a requirement in the Code. Rather, 
the approach ultimately adopted should reflect a reasoned evaluation pursuant to the IESBA’s Conceptual Framework that 
aligns each safeguard (in this case, the cool-off period) with the level of threat (in this case, the increasing familiarity threat 
based on number of years served as audit engagement partner). 

If the Board decides to extend the cooling-off period for the audit engagement partner given the nature of his/her role, we 
acknowledge that as a result, some number of the seven years’ service as engagement partner should subject the partner to 
a five year cool-off. We recommend that four years, representing a majority of the seven year period, would be a reasonable 
measure of the combination of years as audit engagement partner and KAP that would trigger the five year cool-off. This 
approach would reflect the Board’s position that an increased threat is presented for an individual serving in the audit 
engagement partner role (as compared to other KAP roles), but it would also convey the concept that the increased familiarity 
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threat at the engagement partner level is incurred after a substantial amount of time in the role. We believe this modification 
adopts the Board’s principle to safeguard against the threat while reducing the extreme effect of a five year cool-off after only 
one year as engagement partner. 

We note that the Code, in referencing “more than seven years”, appears to assume seven years continuous service as a KAP 
and does not provide further guidance on on/off situations, such as the one mentioned above, which are common in practice 
or on the concept of “aggregate” time. The proposed provision highlights the need for additional guidance for on/off situations 
as it would introduce additional complexities in terms of implementation. As the Code does not explicitly address the very 
common scenario of a break in a KAP’s service to a client for a year or more (after having served for less than seven years) 
with that KAP returning to the team thereafter, the new provision may produce a result in these cases that may have been 
unintended by the Board. These breaks in service may be for medical or other personal reasons, such as maternity leave, or 
for practice management reasons, such as scheduling challenges for the partner or firm. Guidance, perhaps by way of 
supplementary FAQs, could be provided to address the implications of “time-out” in such circumstances where the audit 
engagement partner or another KAP takes time out of the engagement for a period of time less than or equal to the required 
cooling-off period. Such guidance should address the implications for both the outgoing and incoming engagement partner.  
Without additional guidance, the proposed provision may be subject to interpretation and inconsistent application.  

The proposal as it stands could have negative consequences on partner career development prospects and would significantly 
reduce flexibility in managing practices around these common issues. This provision as it is currently proposed would lead to 
the Code being more restrictive than current US SEC regulations, which would be extremely problematic for even the biggest 
practices, and likely impossible to implement for a smaller practice. 

57.  RCA No, Such a requirement is not justified by the actual risks. The key changes in modern business world occur much faster. 

58.  RSM No. We do not agree that applying a proportionate method to calculate an appropriate cooling-off period is too complex 
because the underlying principles are in fact very simple. It does not make sense that by serving as the Engagement 
Partner for one year, an EQCR coming to the end of their sixth year as an EQCR needs a five year cooling off period, when 
another EQCR coming to the end of seven years as EQCR only has a two year cooling off period. An alternative and simple 
scheme could be: 

Time served at Audit Engagement Partner in 
addition to another KAP role (years) 

Cooling off period (years) 

6 to 7 5 
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4 to 5 4 

2 to 3 3 

Nil 2 
 

59.  SAICA As mentioned in question 5 we do not support the five year cooling off period. 

Should the IESBA decide to increase the cooling off period to five years, we believe that the proposed five year cooling off 
period should allow for a proportionate reduction where the KAP was not involved for the full seven year period. 

60.  SCM AOB wishes to caution that certain jurisdictions may not have sufficient expertise to accommodate the extended cooling-off 
period to five years, particularly in view of the proposed strengthened restrictions applicable during the cooling-off period. 

61.  SMPC 
(IFAC) 

As stated in our response to question 5, we do not support the proposal for the engagement partner to be required to cool-off 
for five years. In addition, the proposed model to require a KAP who at any time during the seven-year period served as an 
engagement partner be required to cool off for a period of five years is considered excessive. We believe that a risk-based 
approach would be more appropriate. 

62.  Tuffias No. 

63.  William Buck This proposed change does not reflect how professionals work in 2014. There are so many instances where there may be a 
hiatus  which occurs when servicing clients as the engagement partner, such as maternity/paternity leave, sabbatical leave, 
extended sick leave due to severe illness to name a few. We do not see the purpose of the proposed change. 

64.  WPK No. As already explained above (question No 7), in our view the cooling-off period should not be extended to five years for 
any KAP. Requiring the engagement partner to cool-off for five years if he or she has served any time as the engagement 
partner during the seven year period as a KAP is mere overregulation. It may lead to excessive situations, in particular in 
those cases where the appointment as engagement partner was only for a very short period of time or on a temporary basis.   

65.  ZICA See our comments to question five (5) above. 

 

Question 9 
Are the new provisions contained in 290.150C and 290.150D helpful for reminding the firm that the principles in the General Provisions 
must always be applied, in addition to the specific requirements for KAPs on the audits of PIEs?    
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1.  ACCA We believe, in fact, that the provisions contained in 290.150C and 290.150D (or similar emphases) are essential in 
demonstrating that the Code remains principles-based. We would also strongly support a similar approach in respect of the 
appropriate cooling-off periods. 

2.  AICPA We believe the new provisions contained in 290.150C and 290.150D will be helpful in reminding firms that the General 
Provisions also remain applicable to PIEs.  However, as noted in our response to question 2 above, we believe 290.150D 
should be revised to apply only to senior personnel on the audit and not extended to all members of the audit team. 

3.  Altaf Noor 
Ali 

Yes  

These two paras can be merged without any significant loss of understanding, too.  

4.  ANAN In the view of ANAN, after two years of the five-year cooling-off period has elapsed, engagement partner could be permitted 
to undertake a limited consultation role with the audit team and audit client.  This is not likely to create another familiarity threat 
unless a fraud or distortion of information is intentionally pre-meditated 

5.  APESB APESB is supportive of these provisions subject to our response in specific question 2. 

6.  ASSIREVI With reference to the provisions contained in paragraphs 290.150C and 290.150D, Assirevi believes that it is necessary to 
clarify the exceptional nature of the situations to which said provisions refer. Basically, from reading said paragraphs, it is not 
clear that when a PIE is audited, the General Provisions in addition to the specific requirements provided for the KAPs may 
only apply in exceptional cases where there is a significant threat that cannot be managed by solely rotating the KAPs provided 
for the audit engagements of the PIEs. 

In addition, with regard to paragraph 290.150D, it is important to specify that the long association risks provided for the 
members of the audit team who are not the KAPs should only involve individuals who have the ability to influence the outcome 
of the audit, for example by making key decisions.   

7.  Auditor 
General NZ 

Yes. 

8.  BDO We think that these additional provisions are useful reminders. We would suggest moving 290.150D to the end of the section 
so that all KAP provisions are together. 

9.  CAANZ  We support the approach taken in this aspect of the ED. 
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10.  CAI AAC considers the provisions in paragraph 290.150C to be helpful.  Consistent with the cover letter and the response to 
question 2 above, AAC considers that paragraph 290.150D should be deleted as it relates to the extension of the general 
provisions to all individuals in the audit team, which AAC does not support.  There are other paragraphs in the Code where 
the amendment from ‘senior personnel’ to ‘individual’ is proposed, and those proposed amendments should be similarly 
reversed. 

11.  CISPA Whilst the new provisions are helpful it is suggested that the new provisions in 290.150 are moved to before 290.148 with a 
more general and emphatic reminder to firms about the spirit of the law and the priority of audit independence being more 
important than the technical requirements as inserting these provisions in this section may have the opposite effect. We 
suggest a preamble that says "Notwithstanding the following rules about auditor rotation and cooling off periods, members 
are reminded that auditor independence and the appearance of independence can only be maintained with constant vigilance 
and review of each individual circumstance. The following rules are provided as a minimum." 

12.  CNCC Yes, we agree with the new provisions contained in 290.150C and 290.150D, which accommodate different circumstances. 

13.  CPA Aus We support the provision of additional guidance. 

14.  CPA 
Canada 

The new provisions contained in paragraphs 290.150C and 290.150D are helpful as a reminder that the principles in the 
General Provisions must always be applied to all members of the engagement team. 

15.  Crowe 
Horwath 

We agree with these new provisions. These reminders are important, prompting firms about the threats than can arise from 
long association. 

16.  D A Hughes The guidance in paragraphs 290.150C and 290.150D is helpful for all engagements. However, the requirements in 290.150B 
need to be considered in context, rather than one-size requirements 

17.  D S F 
Juvenal 

Yes, I think that new provisions contained in 290.150C and 290.150D helpful for reminding the firm that the principles in the 
General Provisions must always be applied, so I suggest for the Board, if agrees, consults local and regional regulators for to 
know about exceptions. 

18.  DFSA The DFSA agrees with the above new provisions as it provides a solid ground that the General Provisions must always be 
applied.  Thus a firm decision to exclude an individual who is a key audit partner at any time during its services to a client prior 
to completing seven years with the same client to safeguards against any significant risk of familiarity and long association is 
appropriate; and therefore the principles in the General Provision should be taken into consideration. 
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19.  DTT Conceptually we agree with the new provisions contained in 20.150C and 290.150D.  We suggest the following changes to 
enhance the readability of the standard:   

• 290.150C should be located before 290.150B as both discuss of the length of time a KAP can serve an audit client.   

• While 290.150D is consistent with the General Provisions, it is repetitious with earlier sections so we are suggesting 
that it be deleted. 

20.  EYG We do not believe that the new provisions proposed for inclusion in 290.150C are necessary since the concept is already 
covered elsewhere in the Code.  If there is a perceived threat to independence or objectivity at any point during a KAP’s period 
of service, the partner should be removed and replaced.  For example, 290.131 specifically requires the evaluation of threats 
created by a close relationship between a member of the audit team and an audit client director, officer or an employee in a 
position to exert significant influence over the preparation of the client’s accounting records or the financial statements.  
Removal from the audit team is identified as a safeguard.    

With respect to the proposal related to 290.150D, consistent with our response to Question 2, we believe the General 
Provisions should only apply to senior personnel.  However, as mentioned above, we believe it is reasonable to give 
consideration to the cumulative number of years of service of an individual for the same client, once that individual becomes 
key audit partner, and whether an extended number of years on the same client in a variety of roles (including at junior levels) 
prior to becoming key audit partner creates a potential threat.   

21.  FAR FAR finds that the provisions fulfil this purpose. 

22.  FEE Even though the proposed provisions included in paragraphs 290.150C and 290.150D are merely reminders of general 
requirements, we believe they are useful.  

As already stated in our response to question 1 with regard to another paragraph of the Code, the role of the responsible 
professional accountant should be referred to in paragraph 290.150C in identifying any potential threat. 

23.  FKA Yes. 

24.  FSR Yes. 

25.  GTI Yes, the proposed changes to section 290.150C and 290.150D are helpful for reminding the firm that the principles in the 
General Provisions must always be applied, in addition to the specific requirements for KAPs on the audits of PIEs.  We 
believe these provisions will remind firms that they must constantly evaluate the threats of long association with a client for all 
members of the audit engagement team, not just KAPs, regardless of their length of time on the audit engagement. 
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However, we believe it would be helpful if the Board were to provide examples of situations and considerations referenced in 
paragraphs 290.150C and 290.150D to help clarify the guidance in these paragraphs. 

26.  HKICPA We consider the new provisions contained in 290.150C and 290.150D are helpful for reminding firms that the principles in the 
general provisions must always be applied, in addition to the specific requirements for KAPs on the audits of PIEs. 

27.  ICAB Yes. 

28.  ICAEW While not sure that the new provisions in 290.150C and 150D are necessary – they are merely reminders of general 
requirements, we doubt that it hurts to restate these obligations. 

29.  ICAG We agree with the provisions of 290.150C and D most especially the additional guidance that has been provided. 

30.  ICAP These seem to be reminding provisions and would be helpful. 

31.  ICAS We believe that the new provisions are helpful in this respect. 

32.  ICAZ Yes, the new paragraphs are helpful. 

33.  IDW We do not believe that “a reminder” is required. Repetition within the Code simply serves to make it longer and more 
complex.  

However, we are also concerned that these paragraphs could lead to annual evaluations of key audit partners and members 
of the audit team, as a “cover your back” exercise, that would not contribute to audit quality at all. We refer to our comments 
in response to Question 2 above in which we explain our reasoning in more detail.   

In our view, it would be preferable for the provision to be worded on the basis of “if anything comes to the firm’s attention” 
instead. As explained in our responses above, such an approach would be practicable given the specific requirements 
already contained in ISQC 1.  

34.  IMCP We consider they are useful provisions. 

35.  IPA These new paragraphs do not add any significant help to the principles already established within the general provisions. 

36.  IRBA We agree that it is appropriate to reiterate the general provisions, however we believe that the wording of 290.150D could be 
strengthened. 

37.  J T Giraud Yes they are. However, accordingly to my answer in question no 2, the provisions should be only applied to senior personnel 
and KAP. 
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38.  JEC Grant Yes. 

39.  JICPA We support this revision. These new provisions are useful for audit firms to recognize the threats created even by a time-on 
period of less than seven years or threats created by the long association of a member of the audit team other than the KAP 
with the audit client. This is because the threats could be significant even if the time-on period is less than seven years and 
the threats could be created by the long association of a member of the audit team other than KAP with the audit client. 

40.  KICPA The proposed EDs highlighting the necessity of applying the general provisions to PIEs, aside from the mandatory rotation 
provisions, will be helpful for principle-based judgments and implementation of the standards. 

41.  KPMG We do not believe that either of these paragraphs is necessary, since they duplicate requirements already set out within the 
General Provisions.  Instead, we recommend that this guidance is included within the General Provisions, for example, the 
lead-in to paragraph 290.150A could include language to clarify that the following paragraphs apply to audits of PIEs in addition 
to the General Provisions. 

Of the two paragraphs, however, we are more supportive of 290.150C, since this paragraph states that it is to be applied “in 
accordance with the General Provisions” and considering its placement directly after the preceding paragraphs which set out 
prescriptive requirements in respect of partner time-on and time-out of PIE audit engagements.  It may, therefore, serve to 
remind auditors that, although specific, these timeframes and are not to be applied by default. 

If retained, we suggest that this paragraph could be enhanced by the inclusion of “Notwithstanding the provisions of 
paragraphs 290.150A…” 

We recommend that paragraph 290.150D be removed.  We do not consider that this paragraph establishes requirements or 
provides guidance not already included in the General Provisions, and the inclusion of this paragraph may mislead readers of 
the Code by appearing to suggest that the section of the Code applicable to PIEs stands alone without the need to apply the 
General Provisions. 

42.  Kreston 
International 

These provisions are helpful.  It may be better if they are placed at the beginning of the section dealing with Public Interest 
Entities to emphasise that the general provisions apply and that the specific rotation requirements are the additional 
requirements. 

43.  MIA We agree with the new provisions contained in 290.150C and 290.150D.  However, we believe that the conclusion should not 
be merely based on the firm’s evaluation without a benchmark.  A reasonable third party test should be included in these 
provisions. 
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44.  MICPA Yes the new provisions contained in 290.150C and 290.150D are helpful for reminding the firm that the principles in the 
General Provisions must always be applied, in addition to the specific requirements for KAPs on the audits of PIEs. 

45.  NBA  Paragraph 290.150C states that there may be situations where a firm, based on an evaluation of threats in accordance with 
the general provisions, concludes that it is not appropriate for an individual who is a key audit partner to continue in that role 
even though the length of time served as a key audit partner is less than seven years.  We agree. However we recommend 
to (rewrite and) relocate this provision to the very beginning of this paragraph. By that amendment the general overruling 
principle of the conceptual framework approach is more emphasized, and it is more clear that the requirement to rotate after 
seven years has the character of a non-rebuttable presumption resulting from that same general principle.   

46.  Nexia 
Australia 

Yes.  We concur with the inclusion of additional application guidance. 

47.  Nexia 
International 

Yes.  We concur with the inclusion of additional application guidance. 

48.  NZAuASB The NZAuASB is supportive of these provisions.  Without this reminder, the requirements of the Code could be misinterpreted 
and result in practitioners just applying a seven year rule.  The NZAuASB supports a principled approach to maintaining 
independence.  The general provisions create a robust framework that should be applied in every situation.  The NZAuASB 
agrees that the Code needs to provide guidance, as in a number of years before rotation is required, but considers it important 
that this rule not undermine the principled approach of identifying threats and applying necessary safeguards to address the 
threats. 

49.  PICPA The new provisions are helpful, subject again to the concern that time is being used as a measure of effectiveness. Such 
controls should be applied at all times, regardless of time. See above comments. 

50.  Pitcher 
Partners 

N.A. 

51.  PKF Yes, these new provisions are very important as it emphasizes that ultimately the Code is principles-based. 

52.  PwC We do not think paragraphs 290.150C and 290.150D are needed as it is sufficiently clear that all individuals are subject to the 
General Provisions as well as any other specific provisions that apply. 

53.  RCA Yes. 
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54.  RSM Yes. 

55.  SAICA Yes, we do believe that the new provisions contained in 290.150C and 290.150D are helpful for reminding the firm that the 
principles in the General Provisions must always be applied, in addition to the specific requirements for KAPs on the audits of 
PIEs. 

56.  SCM Yes. 

57.  SMPC 
(IFAC) 

We generally agree that the new provisions contained in paragraphs 290.150C and 290.150D are helpful reminders for firms. 
However, we consider it is unlikely in practice that many firms would opt to rotate a KAP before the mandatory rotation period 
(whatever the size of the practice) as suggested by paragraph 290.150C. 

We are also concerned that the phrase in paragraph 290.150D “significance of any threat created by the long association of 
a member of the audit team who is not a key audit partner with an audit client” seems too severe a definition compared to the 
impact and influence of non-key audit partners, and especially since proper safeguards (and quality control) will be undertaken 
by the firm. We are concerned that this will lead to annual evaluations of key audit partners and members of the audit team 
that does not contribute to audit quality. It would be preferable for the provision to be worded on the basis “if anything comes 
to the firm’s attention” instead. 

58.  Tuffias Yes. 

59.  William Buck We believe that the new provisions contained in 290.150C and 290.150D do provide useful additional guidance. It is our belief 
that in many respects the additional guidance puts formally into words the current actions of our firms in assessing familiarity 
and self-interest threats. 

60.  WPK In our view the new provisions contained in par. 290.150C and 290.150D are helpful. 

61.  ZICA The proposed provisions contained in 290.150C and 290.150D would be helpful for reminding the firm that the principles in 
the General Provisions must always be applied, in addition to the specific requirements for KAPs on the audits of PIEs. 
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After two years of the five-year cooling-off period has elapsed, should an engagement partner be permitted to undertake a limited 
consultation role with the audit team and audit client? 

# Respondent Respondent’s Comment 

1.  AAA SCAS With respect to Paragraph 290.150B, we agree with the proposed changes to restrictions placed on activities of KAP during 
the time-off period – to ensure that the outgoing partner cannot influence the incoming partner or the ongoing audit during the 
cooling-off period. 

2.  ACCA An increased number of prohibitions and specified exemptions within the Code inevitably represents a detrimental move away 
from an effective threats and safeguards approach. As well as undermining the professional accountant’s ability to consider 
threats and appropriate safeguards, it gives rise to complicated and inaccessible drafting, as exemplified by 290.150B. It 
proves to be impractical to attempt to permit or prohibit activities such that the provisions are appropriate to any situation. 

In practice, a limited consultation role for the rotated partner might be acceptable from the start of the cooling-off period. The 
objective would be to enhance audit quality, and allowing a certain amount of flexibility might encourage a sufficiently long 
cooling-off period. At the same time, any involvement of the rotated partner must not impede the judgement or control of the 
incumbent engagement partner. A fresh view of the audit must be allowed to flourish. (If audit quality is to be maintained, then 
firms with adequate resources will usually plan for a new audit engagement partner to remain in that role for the full seven 
years.) 

However, if any cooling-off period is to be effective for the purpose of retaining independence, and being seen to do so, there 
must be a fundamental requirement that a partner, during his or her cooling-off period, must not take part in decision-making 
concerning the audit, nor have any significant contact with the audit client. We recommend that the IESBA focuses on the 
principles mentioned here. To require a degree of cooling-off in the first two years followed by a further three years to a lesser 
degree is likely to be confusing and appears somewhat arbitrary. It also appears to undermine moves to extend the cooling-
off period beyond the current two year requirement. 

3.  AICPA We recognize that there may be a limited number of partners within a firm with the necessary expertise and experience in a 
specific industry or technical area. Accordingly, prohibiting a former engagement partner from providing consultation on 
technical or industry-specific matters to the engagement team or client when such an individual has assumed such a role for 
the firm could have the unintended consequence of diminishing audit quality. We believe that under such circumstances, any 
threats to independence are sufficiently mitigated after a two year cooling-off period and therefore support the proposal to 
permit an individual who served as the engagement partner to perform a limited consultation role after two years of the cooling-
off period has elapsed. 
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4.  Altaf Noor 
Ali 

Yes 

5.  ANAN ANAN agrees that the additional restrictions be placed on activities that can be performed by a KAP during the cooling-off 
period.  This will in effect completely obliterate the possibility of reenacting the familiarity threat through another means. 

6.  APESB If IESBA determines that the cooling-off period for an Engagement Partner should be five years, then APESB is supportive of 
the Engagement Partner performing a limited consultation role on new issues after a two-year cooling-off period.  

However, if IESBA determines that the cooling-off period should be less than five years, then APESB is of the view that the 
Engagement Partner should cool-off for the entire period and not undertake any other role in respect of the audit client. 

7.  ASSIREVI Assirevi agrees with the provisions of paragraph 290.150B.  However the formulation of question no. 10 is not clear in view of 
the contents of paragraph 290.150B. Basically, the question refers to the option for the engagement partner to take on a 
limited consultation role with respect to the audit team after two years of the cooling-off period, while in paragraph 290.150B, 
this individual is expected to take on a role of “primary responsibility in the consultation with a firm on a technical or industry 
specific issue” at the end of the aforementioned two years. 

8.  Auditor 
General NZ 

In relation to limited consultation with the audit team, we agree with the requirements in the first bullet point of paragraph 
290.150B. 

In relation to making contact with the audit client, we are strongly of the view that an individual should have no professional 
contact with the audit entity (or its personnel) during the cooling-off period. The purpose of the cooling-off period is to 
eliminate the familiarity threats with the audit entity and its personnel. This purpose is defeated if the individual is permitted 
to continue professional relationships with the audit entity and its personnel during the cooling-off period. Such a relationship 
is permitted under the last bullet point of paragraph 290.150B by: 

• permitting insignificant and infrequent interaction with senior management; 

• permitting significant and frequent interaction with other entity personnel; and 

• allowing an individual to exert direct influence on non-audit engagements. 

9.  BDO We believe that a consultation role should be permissible in the circumstances described in 290.150B, where the previous 
engagement partner’s primary responsibility is to be consulted on technical or industry specific issues. For example, an ex-
engagement partner becoming the head of the charities sector in the firm.  
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We also believe that a two year period where consultation is not permitted is sufficient to mitigate any potential threats to a 
reasonable level. This is consistent with other ethical codes, such as that in the UK. 

10.  CAANZ  We believe that clients should be able to access specialist knowledge where they feel this is beneficial to them. Therefore, should the 
proposals proceed; we believe it is appropriate for the engagement partner to be able to perform a limited role in the rare circumstances 
outlined in the ED after two years of the five year cooling-off period has elapsed. Although we note that permitting such consultation 
directly with the audit client after such time appears to support keeping the cooling-off period for engagement partners at two years.  

11.  CAI AAC agrees that an engagement partner could be permitted to undertake a limited consultation role with the audit team and 
client after the initial two years of the five year cooling-off period have elapsed. 

12.  CISPA CISPA members agree with this proposal as efficiency in audits is important but that importance will vary according to the 
technical complexity. A more specific comment is that in order to achieve the objective of independence in appearance, this 
consultation should be limited to matters that were not previously considered by the individual while they were the engagement 
partner. As an additional safeguard, where this is the case, such a consultation should require notification of those charged 
with governance. 

13.  CNCC It seems to us that the new provisions contained in paragraph 290.150B are disproportionate and much too detailed for a 
principle-based Code. It is really rule based and these details don’t have their place in this Code.  

We observe that the last two paragraphs page 12 in the exposure draft are sufficient and reflect well the ideas developed in 
the proposes paragraphs:  

“In this respect, the IESBA proposes that during the cooling-off period the rotated partner shall not: 

• Be responsible for leading or coordinating the firm’s professional services to the audit client or 

• overseeing the firm’s relationship with the audit client (sometimes referred to as the “relationship 

partner”); or 

• Undertake any other role, including the provision of non-assurance services, that would result in: 

○ Significant or frequent interaction with senior management or TCWG; or 

○ An ability to exert direct influence on the outcome of the audit engagement.” 

14.  CPA Aus For the reasons stated above, we are unable to support a 5 year cooling-off period.  If the cooling-off period is extended to 5 
years as proposed, we support the above proposal in principle.  However, it is our view that application of this proposal in 
practice could give rise to complexities not dissimilar to those envisaged in the proposal in question 8 above. 
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15.  CPA 
Canada 

A former engagement partner should not be permitted to consult with the client but should be permitted to consult with the 
audit team in accordance with the restrictions in paragraph 290.150B. However, there are likely to be a number of practical 
issues with the proposal to allow the engagement partner to consult within the firm on a technical or industry-specific issue on 
the condition that the consultation is in respect of issues, transactions or events that were not previously considered by the 
individual while in the role of engagement partner. In practical terms, it is quite likely that an engagement partner who is also 
a subject matter expert will be consulted on areas of his or her particular expertise; for instance, how many pension specialists 
will there be in one firm? Moreover, enforcement of this requirement will likely require the development of strict guidelines and 
definitions by regulators. 

16.  Crowe 
Horwath 

The discussion in the Explanatory Memorandum clears defines the scope and circumstances of involvement by a former 
engagement. We agree with the conclusion that limited involvement is permitted after two years. 

17.  D A Hughes The familiarity threat should be considered in context, rather than a one-size approach. Refer discussion above regarding 
exceptional circumstances (refer 1.2, 1.3, 2.1, 2.2, 3.7 and 3.8 above). 

18.  D S F 
Juvenal 

I have doubt in relation this question because is not clear for me the fact about small entities if attend with audit firm for 
rotation, I believe that in the local regulators around the world can have laws or specific internal laws that impact in the 
execution of work considering the legislation. 

19.  DFSA The DFSA is of the views that smaller firms with limited numbers of partners may face difficulties providing consultation on 
technical or industry-specific issues without triggering conflicts.  Medium to large audit firms with skilled and industry specific 
talents might be able to cope with rotation and exclusion of engagement partners on consultation matters for the first two 
years of the five-year cooling off. 

Engagement partners should be permitted to undertake a limited consultation role with the audit team if it does not give rise 
to the familiarity and self-interest threats. 

20.  DTT An important aspect of audit quality is for individuals with technical or industry-wide expertise to share this knowledge with 
others in the firm.  If the Code requires a five year cooling-off period for an engagement partner, we agree with the proposal 
that such individual should be allowed to undertake a limited consultation role after two years of cooling-off if he/she has a 
role with a primary responsibility for being a consultative resource for the firm.  This passage of time, along with limiting the 
permissible involvement to new matters, will decrease the familiarity and self-interest threats, while enhancing audit quality by 
allowing an engagement team to have access this specialized knowledge.  This balance ultimately serves the public interest.   
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21.  EYG We believe that after two years of the five-year cooling-off period has elapsed, the rotated engagement partner should be 
permitted to undertake a limited consultative role with the engagement team and the client in the context of such a role with 
his or her firm because the self-interest and familiarity threats would have sufficiently diminished.  However, in the interest of 
a “fresh look”, we believe the engagement partner’s role should be restricted to consultation with the engagement team on 
technical or industry-specific issues and any consultations in respect of issues, transactions or events that were not previously 
considered by the individual while he or she was the engagement partner. 

22.  FAR FAR does not find that a division of the cooling-off period is a good idea. If five years is to be the cooling-off period, no 
consultations should be permitted during this time. 

23.  FEE FEE is not in favor of allowing the engagement partner to undertake a consultation role after two years: the long association 
may affect the objectivity of the advice given.  

In addition, this ‘limited consultation role after two years’ provision is considered as an unnecessary complication: if the audit 
firm has managed without the partner being involved in a consultation role on the relevant entity for two years as required, an 
additional three years would not seem to cause undue further hardship. Please note that this comment is subject to the fact 
that FEE is not supportive of an extension of a five year cooling off period. We refer to our response to question 5. 

24.  FKA No. It is better not to get involved at all during the cooling off period. Possibly two years cooling off period is better than five 
years, as long as there are  adequate safeguards. 

25.  FRC To address fully concerns of threats to objectivity, there should be no involvement at all with the audit during the time-off 
period, other than responding to queries concerning previously completed audits the partner was involved with. At the IESBA 
National Standards Setters meeting we recall that there was also a strong sense that, in the time-off period, the individual 
should have no involvement with the audited entity at all (“off means off”).  

Accordingly, we believe that in principle someone who has acted as a key audit partner should not be able to be consulted by 
the audit team on technical or industry-specific issues in respect of the audited entity at any time during the time-off period. 
This would strengthen in particular the safeguards against familiarity threats. Also, without this condition it is possible that the 
partner’s objectivity could be threatened, or perceived to be threatened, if they were to resume the role of a key audit partner 
after the time-off period, with both familiarity and self-review threats a possibility. However, we recognise that in exceptional 
cases a firm may have few partners with relevant technical or industry-specific expertise and, if such a prohibition were to be 
extended to those in an internal technical consultation role, it could be difficult to implement in those cases without risking 
audit quality. Accordingly, if a prohibition on providing technical or industry-specific advice in relation to the audited entity for 
the entirety of the ‘off-period’ is not established, we recommend that further safeguards should be required when a former key 
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audit partner provides such advice. These could include, for example, ensuring that (i) the key audit partner should have no 
other involvement with the audit or the audited entity, (ii) any advice given should be specifically subject to engagement quality 
control review, and (iii) if advice is given on matters material to the financial statements, the former key audit partner should 
not resume the role of a key audit partner until such time as a reasonable and informed third party would conclude that the 
partner’s independence and objectivity is not impaired (for example, their ‘off-period’ should recommence whenever they 
conclude the giving of such advice). 

26.  FSR In principle yes – but we strongly warn against the five-year cooling-off period for the engagement partner. 

27.  GTI We do not believe an engagement partner should be permitted to undertake a limited consultation role with the audit team or 
the client after two years of the (proposed) five –year cooling period has elapsed. Having such a carve-out would contradict 
the argument for extending the cooling- off period from two years to five years and, we believe, would confuse stakeholders.  
If the Board believes that the self-interest and familiarity threats would have diminished sufficiently after two years to allow the 
engagement partner to consult with the audit team and the client, then there appears to be no basis for nor any added benefit 
from extending the cooling-off period beyond the current two year period. We also believe the proposed carve-out ignores 
investor concerns about their perception of auditor independence. 

Therefore, in order to convey a consistent message to stakeholders and have a Code of Ethics that promotes greater 
consistency which will lead to increased public confidence, we recommend the Board removes this proposal from paragraph 
290.150B.  

We are supportive of allowing the rotated engagement partner to answer questions during the cooling-off period that pertain 
to the prior year’s audit, provided the questions are limited to work undertaken or conclusions reached in the previous year 
and where such information either remains relevant to the current audit or to a review of the quality of the audit in the prior 
year.  

Furthermore, if the KAP is designated as a firm specialist/industry leader, we are supportive of allowing them to provide 
generic guidance to the audit team regarding current legislation, industry trends and the like, but not its effect on the particular 
audit. 

28.  HKICPA We agree that an engagement partner should be permitted to undertake a limited consultation role with the audit team and 
audit client after two years of the five-year cooling-off period has lapsed as proposed under paragraph 290.150B. While it is 
important to establish a cooling off period to address any threats to independence, such timeframes should not unreasonably 
restrict the most appropriate individuals with the technical skills from being available to consult with engagement teams on 
particular issues relevant to their area of expertise. We believe the potential impact to audit quality resulting from restricting 
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access to the special expertise that such individual possesses would outweigh any residual familiarity or self-interest threat 
remaining after two years, as such threats would have diminished following limited contact with the engagement team and 
audit client. 

29.  IAIS On the proposed changes to paragraph 290.150B, the IAIS believes that there needs to be a tightening of the proposed 
wording which allows former engagement partners to act as consultants to the engagement team on technical or industry 
specific issues after two years of their cooling-off period, “…provided that such consultation is in respect of issues, transactions 
or events that were not previously considered by that individual in the course of acting as engagement partner.” In the context 
of the insurance industry, technical provisions typically reflect the material aggregation of transactions and events over many 
years, even many decades for some types of insurance contracts – and so we believe the proposed wording should take into 
consideration the influence that technical and industry specific consultations on more recent issues, transactions or events 
may have on the treatments, assumptions and other valuation judgments being made on the technical provisions as a whole. 
Consequently, we suggest adding appropriate wording to the end of paragraph 290.150B, first bullet, that says”…and provided 
such consultation is not expected to materially influence the audit considerations for the appropriate treatment of similar past 
issues, transactions and events that were considered by that individual in the course of acting as engagement partner.” 

Furthermore, in the context of a group audit, the IAIS believes that the cooling-off period required for KAP of group entities 
should be the same as the cooling-off period required for the lead engagement partner (at group level) when the group is a 
PIE (i.e. 5 years). Indeed a KAP may take on/have responsibility for auditing a significant group entity, based on the fact that 
they are generally members of the same network/firm and the relationship/contacts between these KAPs and the management 
of these entities may also be a reason for concern in the context of a group audit. 

Additionally, the proposed wording in paragraph 290.150B, second sub-bullet to the third bullet point can be enhanced for 
better clarity for application. The focus on ‘direct influence’ allows former engagement partners to exert an indirect but material 
influence on the outcome of the audit engagement when acting in the capacity of a consultant on technical or industry specific 
issues, and raises definitional issues on the meaning of direct versus indirect influence.  As a result, we suggest the wording 
be changed to “Exerting material direct influence on the outcome of the audit engagement.” 

30.  ICAB Yes. In case of SMPs it even may be expected. 

31.  ICAEW The ‘limited consultation role after two years’ provisions could be considered to be an unnecessary complication: if the audit 
firm has managed without the partner being involved in a consultation role on the relevant entity for two years, as required, 
then an additional three years would not seem to cause undue further hardship. That said, we note that a similar provision is 
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included in the APB Ethical Standards on auditor independence (which specify a five year cooling – off period for the 
engagement partner) and we are not aware that it has caused problems. 

32.  ICAG The engagement partner is clearly a key resource for the firm and so may not be reasonable to completely do without him 
even regarding clients he may have rotated out of. In this regard, the provisions regarding the ability of the engagement 
partner to undertake limited consultation role with the audit team and the audit client is in the right direction to the extent that 
the limited consultation role has been clearly defined and would be adhered to by all. 

33.  ICAP We do not agree with this suggestion, if it has to come as a compulsion. If an audit can be carried out without consulting role 
of the partner in cooling-off, it can also continue without his consultation role after two years period. Nonetheless, if this would 
result in just ‘permission’ and not a mandatory requirement, it could be added. This comment is again subject to our response 
to question 5 above. 

34.  ICAS We are not supportive of this suggestion. This seems to run counter to the need to have a cooling-off period in the first instance 
and indeed might be perceived as a threat to the independence of the auditor. 

35.  ICAZ We believe after two years of the cooling-off period, the familiarity threat would have been managed to an acceptable level as 
such we do not see any reasons why a ‘cooled-off’ engagement partner cannot be allowed to be consulted on a limited basis. 

36.  IDW In our opinion, it would be appropriate to take a risk-based approach in addressing this issue. The relative audit risk associated 
with specific areas of consultation could be a factor. Although we agree with the reasoning as detailed in the Explanatory 
Memorandum for allowing some consultation, we do not understand the rationale for proposing that two of five years must 
elapse before the limited role would be permissible. Not only does the choice of time period appear arbitrary, the initial years 
of the engagement are likely to be the very time when an incoming partner might benefit from consultation of such limited 
nature.  There are certainly implications for the audit quality that need to be factored into a decision on the level of consultation. 
Precluding all consultation is probably excessive in terms of benefit and practical implications also need to be considered. For 
example, for matters of relatively low risk it may not be necessary to preclude such limited consultation, since recourse to 
external consultation would add expense, and in other cases a lack of consultation may potentially impact audit quality. 

37.  IMCP Whereas we believe that the minimum cooling-off period should be two years, at least during that period there should be no 
involvement of individuals subject to the cooling-off period. If for some reason, the cooling-off period extends beyond two 
years, during the additional period itself may have limited involvement of individuals subject to such extended cooling-off 
period. 
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38.  IOSCO While we believe it is important for the engagement team to have access to technical experts within the firm, where 
consultation with technical experts is necessary we believe the Board should first promote consultation with experts who are 
not serving a time-off period for the related audit engagement. For example, where consultation with such individuals is not 
prudent due to the lack of available subject matter expertise then an engagement team that is part of a large, multinational 
audit firm or network of firms should be required to consult with technical experts elsewhere within the audit firm or network. 
An engagement team that is part of a small audit firm which has outsourced its technical consultation function (while retaining 
responsibility for decisions and the audit opinion) presumably will not face this issue because it will in any event consult with 
a third party technical expert who is not formerly the engagement partner. For other engagement teams not falling into either 
of the above categories it should be possible to consult with another expert internally or externally to the firm. 

39.  IPA Not applicable, as we objective to the rule based cooling-off period for the engagement partner. 

40.  IRBA The engagement partner should not be permitted to undertake any consultation during the five year period. To fully utilize the 
benefits during the cooling-off period, it is imperative that the engagement partner have minimal contact with the client and 
engagement team. 

We find it hard to reason why, after two years, the engagement partner should be required to consult with the audit team or 
the client. If in the first two years, when consultation was necessary, the audit team and client found an alternative, then 
similarly that alternative could be available for the five year period. 

In the rare circumstances, when a consultation is required in respect of a specialty field in which the previous engagement 
partner can provide valuable service to the team, the incumbent engagement partner needs to setup safeguards which can 
reduce threats to independence to an acceptable level.  

It is important that the firm plan the rotation of engagement partners in an effective way taking into account any specialism 
that may be needed at the end of an “on-period” of a particular partner. An effective and well thought through rotation plan 
should be able to address the need for an engagement partner serving a cooling-off period to not be required to advise the 
audit team during that time. 

We recommend that the IESBA clarify what is meant by “significant and frequent interaction” mentioned in paragraph 
290.150B. 

41.  J T Giraud During the entire period of cooling-off, the engagement partner shouldn't be permitted to undertake any consultation for the 
audit client. The cooling-off period should completely elapse before the engagement partner to be allowed to provide some 
services to audit client. However, during the cooling-off period, the engagement partner may provide consultation services to 
entities who are in the same industry than the audit client.   
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I agree after two years of the cooling-off period the former engagement partner should be permitted to undertake consultation 
role with the audit team. Even if the former engagement partner is not restricted to undertake consultation role with the audit 
team, he or she should be restricted to have interaction with TCWG of the audit client. 

I am not sure, without expensive cost, there are some operational mechanisms to prevent that former KAP from providing 
consultation to his or her replacement during the first two years of the cooling-off period. After all, don't former and current 
KAP work in the same audit firm? More than KAPs rotation, that's the audit firms rotation that should be seriously envisioned. 

42.  JEC Grant No. This would be a slippery slope and likely to lead to excessive influence being established. 

43.  JICPA We support this revision. 

44.  KICPA As described in the proposed EDs, we agree with permitting the engagement partner to undertake a limited consultation role 
after two years, under a circumstance where the self-interest and familiarity threats are not created, since the permission to 
conduct the consultation role could contribute to improving audit quality in certain circumstances.     

45.  KPMG It is a critical aspect of audit quality that, whilst appropriate provisions in respect of engagement partner cooling-off are 
established to address any threats to independence, such timeframes do not unnecessarily restrict the most appropriate 
individuals in terms of their technical skills and expertise from being available to consult with engagement teams on particular 
issues relevant to their area of expertise.   

We acknowledge the intention of IESBA to address this matter by proposing that a former  engagement partner be permitted 
to undertake a limited consultation role with the audit team after two years of a five-year cooling-off period.  We consider it 
appropriate to permit an engagement partner who has a role that supports audit quality at a macro level to undertake such a 
limited consultation role with the audit team and audit client after two years have elapsed.  We believe the potential impact to 
audit quality resulting from restricting access to the special skills and expertise that such individual possesses would outweigh 
any residual familiarity or self-interest threat remaining after two years, as such threats would have diminished following limited 
contact with the engagement team and audit client.   

46.  Kreston 
International 

The limited consultation role as outline in paragraph 290.150B is appropriate. 

47.  MIA We agree with the proposal. 

48.  MICPA Yes, MICPA agrees that an engagement partner should be permitted to undertake a limited consultation role with the audit 
team and audit client. 
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49.  NASBA  We are also supportive of the proposed guidance in paragraph 290.150B that allows a former engagement partner to move 
into a consultative role in the audit firm when the partner consults with various engagement teams on technical or industry-
specific issues.   We believe that it is appropriate for a former engagement partner to provide consultation to the audit team 
after the partner has been away for two years, provided that such consultation is focused on issues, transactions or events 
that were not previously considered by that individual in the course of acting as an engagement partner.   

50.  NBA  In the case of audit engagements, it is in the public interest and, therefore required by the Code, that members of the audit 
teams are independent of audit clients (290.4). Members of the audit team are (a) all members of the engagement team for 
the audit engagement and (b) all others within a firm who can directly influence the outcome of the audit engagement. The 
definition of audit team in the Code gives three examples of the latter category, among these category (b) (i).  

During the cooling off period a rotated key audit partner shall not participate in the audit engagement or exert direct influence 
on the outcome of the audit engagement (290.149B).  We agree. The Provisions 290.150A and 290.150B specify certain roles 
and activities that a rotated individual shall not undertake during the cooling off period. We recognize the roles and activities 
indicated in the definition of audit team in category (b)(ii) and b(iii). We assume that 290.150B also covers the individuals 
mentioned in category (b)(1). However we are not sure, in particular due to the fact that two catego-ries are explicitly mentioned 
and one not, and the specification of a few other roles and activities. We call for clarification. 

51.  Nexia 
Australia 

Yes, subject to our response at Q5. 

It is generally recognised that smaller and mid-tier audit firms do not have the depth of expertise in comparison to large 
multinational audit firms.  Restricting the ability of audit teams to discuss technical or industry matters with the previous 
engagement partner during the cooling-off period has the potential to reduce audit quality for little or no demonstrable benefit.   

Furthermore, due to the proposed prohibition, SMPs could be required to obtain external technical or specialist advice that 
would otherwise be available to it internally, thereby increasing the costs of performing an audit, making those firms less 
competitive and will lead to the further concentration of the Large Firms in the audit services market. 

We believe that an engagement partner should be permitted to undertake a limited consultation role during the cooling-off 
period where that individual possesses specialist technical or industry knowledge.  For example, we believe that it would be 
inappropriate and counter-productive to enhancing audit quality if a partner with demonstrable technical or industry expertise 
(eg, a member or former member of a national accounting or auditing standard setting body, or a key advisor to a peak industry 
body or professional association, etc) was prohibited from being consulted on matters relevant to that expertise.  

Nexia partners pride themselves on being accessible and trusted advisors to our clients.  Clients expect that they should be 
able to consult with a partner that possesses experiences, insights, knowledge and expertise notwithstanding that those 
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“issues, transactions and events” may be similar to those that were considered during the period the partner was the 
engagement partner.  In our opinion, it would harm, more than enhance, audit quality if those partners with key experiences, 
knowledge and insights were precluded from sharing their knowledge because a transaction or event was too similar to an 
issue or transaction that had occurred previously 

52.  Nexia 
International 

Yes, subject to our response at Q5. 

It is generally recognized that small and mid-size audit firms do not have the depth of expertise in comparison to large 
multinational audit firms. Restricting the ability of audit teams to discuss technical or industry matters with the previous 
engagement partner during the cooling-off period has the potential to reduce audit quality with little or no demonstrable benefit. 

Furthermore, due to the proposed limitations on consultation, some SMPs would ultimately decide they do not have sufficient 
technical expertise to perform audits of certain listed entities and PIEs, making those firms less competitive and leading to 
further concentration of the Large Firms in the audit services market. Such a further restriction on audit competition does not 
serve the public interest. 

We believe that an engagement partner should be permitted to undertake a limited consultation role during the cooling-off 
period where that individual possesses specialist technical or industry knowledge. For example, we believe that it would be 
inappropriate and counter-productive to enhancing audit quality if a partner with demonstrable technical or industry expertise 
(e.g., a member or former member of a national accounting or auditing standard setting body, or a key advisor to a peak  
industry body or professional association, etc.) was prohibited from being consulted on matters relevant to that expertise. 

This is especially relevant for small and mid-tier audit firms, where it is very likely that an engagement partner also serves, in 
a different capacity, as the firm’s internal technical partner or subject matter expert. 

Partners in Nexia International member firms pride themselves on being accessible and trusted advisors to our clients. Clients 
are best served if they are able to consult with a partner that possesses experiences, insights, knowledge and expertise 
notwithstanding that those “issues, transactions and events” may be similar to those that were considered during the period 
the partner was the engagement partner. In our opinion, it would harm, more than enhance, audit quality if those partners with 
key experiences, knowledge and insights were precluded from sharing their knowledge because a transaction or event was 
too similar to an issue or transaction that had occurred previously. 

53.  NZAuASB The NZAuASB supports restricting the activities of the outgoing partner with respect to the audit client, such as limiting contact 
with the client during the cooling-off period, in order to effectively diminish any familiarity threat.  The NZAuASB considers that 
creating exceptions to the proposed cooling-off period does run the risk of undermining the principle, and the benefit of the 
cooling-off time.   
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If the IESBA adopts a three-year time-off period, rather than a five-year time-off period, as recommended in response to 
question 5, the NZAuASB is of the view that the requirements and guidance in the Code should clarify that “off” means “off”, 
and is supportive of the principle that the rotated individual should have no professional relationship with the client while 
rotated off.  In this instance there should be no exception even if that individual is or becomes the person responsible for 
technical or industry-specific issues. 

However, should the proposal for the five-year cooling-off period proceed, the NZAuASB considers that even though the 
exception may undermine the principle of “off means off”, the limited circumstances identified by the IESBA, are necessary 
for practical reasons where it may be beneficial to audit quality if the rotated individual is allowed to consult to the engagement 
team after two years, on an issue not previously considered by that partner, if that partner has assumed a technical role in the 
firm. 

The NZAuASB does not however consider that the rotated individual should be allowed to consult with the client on this matter. 
The NZAuASB notes that permitting such consultation directly with the audit client after such time appears to support the 
cooling-off period for engagement partners at two years.  If the proposal is to have a five-year cooling-off, the NZAuASB does 
not consider that it is necessary for the partner to consult with the client, in the role of technical partner, rather that partner 
would be able to consult with the audit team.  This has the benefit of limiting client contact time.  

The NZAuASB recommends changing the first bullet point of proposed paragraph 290.150B as follows: 

“…However, if an individual who has acted as the engagement partner is also, or becomes, an individual whose primary 
responsibility is to be consulted within a firm on a technical or industry-specific issue, the individual may provide such 
consultation to the engagement team or client after two years has elapsed, provided that such consultation is in respect of 
issues, transactions or events that were not previously considered by that individual in the course of acting as engagement 
partner.” 

54.  PICPA The concept behind this proposal is sound; however, the concern about time as the measure of effectiveness is problematic. 

55.  Pitcher 
Partners 

Yes, we agree that the engagement partner should be permitted to undertake a limited consultation role with the audit team 
and audit client, especially since we are of the view that the cooling-off period should only be 2 years. However, the nature 
and scope of limited consultation should be further explained before we are able to make a fully informed comment. 

56.  PKF We do not support a distinction between the first two and the remaining three years of the cooling-off period. Such distinction 
does not seem to have any merit. We believe that the Code should contain principles that determine the extent of consultation 
during the entire period. Limited consultation may in certain circumstances enhance audit quality, regardless of the lapse of 
time. 



Compilation of Responses to Specific Questions 
IESBA Meeting (November/December 2015) 

 

Supplement B to Agenda Item 5 
Page 136 of 173 

# Respondent Respondent’s Comment 

57.  PwC We agree this should be permitted. While we appreciate this provision was added to provide more support for engagement 
teams in being allowed to consult with former engagement partners after a cooling-off period of two years, we would still like 
to point out that restricting this type of consultation at all has the potential to harm audit quality, particularly in smaller practices 
where industry or subject matter expertise may be limited to a small group of individuals. 

We would also like to point out that another important safeguard that does not get mentioned in the Code, and that is 
particularly relevant in this situation, is the independence and objectivity of the incoming engagement partner and other KAPs. 

58.  RCA Yes. 

59.  RSM Yes, under the circumstances and restrictions required by paragraph 290.150B. However, the Code should require that such 
consultations are fully documented. 

60.  SAICA Yes, we agree that the previous engagement partner can undertake a limited consultation role with the audit team and audit 
client.  We do however need to re-iterate that we do not support the five year cooling-off period. 

61.  SCM Yes, so long as there are safeguards in place. This is in view that certain jurisdictions may have limited talent and audit 
personnel with the relevant expertise in certain industries.   

62.  SMPC 
(IFAC) 

If the proposals for a five-year cooling-off period are not re-considered then we would support the engagement partner being 
permitted to provide limited consultation to the audit team after a period of two years. This would be particularly important for 
many SMPs who, in comparison with larger firms, have a fewer number of partners with specialist technical expertise in 
industry-specific areas.  

We acknowledge the proposal is in line with some major jurisdictions (e.g., the UK), but believe it does make the Code complex 
to apply and could also be used to support the view that a period of five years cooling off is unjustified and excessive. 

63.  Tuffias Yes. 

64.  William Buck We fail to understand the rationale behind this question. Either you instill a two year cooling off period requirement or a five 
year cooling off period. This question suggests to us that the Board believes that two years is sufficient. 

65.  WPK Although we agree with the overall rationale behind this proposal, we consider the provision in par. 290.150B as too detailed, 
rules-based and overly complex. In particular, we question whether it is practical to allow a limited consultation role only after 
the first two years of the five year cooling-off period have elapsed. In fact, the initial years of an engagement are those where 
an incoming partner might benefit from consultation with the former engagement partner, provided the consultation is of a very 
limited nature (e.g. such as proposed in the ED) and does not result in influencing the outcome of the audit as such. A complete 
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ban for any consultation, however, might even have an adverse impact on audit quality. We suggest IESBA to revisit this 
proposal by taking a more risk based approach to the issue of former engagement partner’s contribution to consultations.   

Please note that this comment is subject to the fact that we do not support the extension of the cooling-off period to five years. 
In this respect, we refer to our response to question No 5. 

66.  ZICA We have no comment. 
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1.  AAA SCAS See response to question 10 above. 

2.  ACCA We refer the reader to our answers to questions 5 and 10 above. 

In our view, the restriction on overseeing the firm’s relationship with the audit client (ie acting as relationship partner) is an 
example of a provision that is excessively prescriptive, potentially damaging to the reputation of the firm, and unnecessary. 
The purpose of a cooling-off period is to allow an individual to demonstrate independence on returning to a senior role in an 
audit or assurance engagement. If, for a period after being rotated off the audit, a partner acts as relationship partner, a 
‘threats and safeguards approach’ might determine that the cooling-off period should simply be extended accordingly. 

3.  AICPA We believe the additional restrictions proposed on activities that can be performed by a KAP during the cooling-off period are 
appropriate with the exception of the restriction on the provision of nonassurance services as discussed below. 

Paragraph 290.150B states, in part, that during the cooling-off period, the KAP shall not: 

• Undertake any other role or activity not referred to above with respect to the audit client including the provision of non-
assurance services, that would result in the individual:  

o Having significant or frequent interaction with senior management or those charged with governance; or  

o Exerting direct influence on the outcome of the audit engagement. 

We believe that a KAP who has rotated off the audit engagement should not be prohibited from providing nonassurance 
services to the audit client provided such services have no material effect on the financial statements and do not result in the 
KAP being able to exert direct influence on the outcome of the audit. Specifically, the provision of such services, even if they 
involve significant interaction with senior management, should not result in an independence impairment.  As long as the KAP 
has no direct influence on the outcome of the audit engagement, then his or her interaction with senior management or those 
charged with governance would not influence the current audit engagement team’s objectivity and ability to provide a “fresh 
look” on the audit engagement.  We believe such nonassurance services could be performed by a KAP but the cooling-off 
period would not be considered to commence until the nonassurance services were completed. 

4.  Altaf Noor 
Ali 

Section 290.150B,  

Yes. 
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5.  ANAN ANAN believes that issue of cooling-off and rotation of partners is an exclusive prerogative of the audit firm as long as the 
provisions in the code of ethics have been complied with, therefore, it may not be compulsory to consult those charged with 
Governance (TCWG) but for courtesy sake, they may be consulted based on the firm’s judgment. 

6.  APESB APESB agrees with IESBA’s proposals in paragraph 290.150B in respect of the activities a KAP cannot perform during the 
cooling-off period. 

7.  ASSIREVI Assirevi agrees with the additional restrictions imposed with reference to the involvement of a former KAP during the cooling-
off period. 

8.  Auditor 
General NZ 

The restrictions in paragraph 290.150B do not go far enough.  See our response to Question 10 above 

9.  BDO We agree that the activities which the KAP is permitted to undertake once he/she has rotated off the client should only be 
limited to providing factual answers on historical issues for when they were the engagement partner where it is relevant to the 
audit. In addition, we agree that under no circumstances should the KAP conduct any activity that would exert direct influence 
on the outcome of the audit engagement. 

It is important that the former KAP has sufficient distance from the client’s management during the cooling off period to ensure 
that the familiarity threat is eliminated or reduced to an acceptable level. 

10.  CAANZ  It was felt that these additional restrictions just introduce unnecessary complexity. In practice they would be too time consuming and 
difficult for firms to manage which may result in firms imposing their own stricter requirements, such as not allowing interaction with 
clients at any time during the cooling-off period, which would potentially penalise clients and prevent them from accessing appropriate 
expertise. 

11.  CAI As discussed in the cover letter above, AAC agrees that a KAP should be restricted from exerting a direct influence on the 
outcome of the audit during the cooling-off period, but does not agree with the clause preventing such a partner from 
undertaking any activities that would result in the individual “having significant or frequent interaction with senior management 
of those charged with governance”. This would unduly restrict a partner from providing services to the client which would not 
result in the KAP exerting direct influence on the outcome of the audit. 

12.  CISPA Yes. 

13.  CNCC Yes, we agree if the first bullet point in paragraph 290.150B is simplified. 
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14.  CPA Aus For the reasons stated above, we are unable to support a 5 year cooling-off period.  If the cooling-off period is extended to 5 
years as proposed, we support the above proposal in principle.  However, it is our view that application of this proposal in 
practice could give rise to complexities not dissimilar to those envisaged in developing the proposal in question 8 above. 

15.  CPA 
Canada 

The additional restrictions are reasonable in theory but implementation of them may only be possible in larger firms. The 
former engagement partner should not be permitted to consult with the client during the five-year time-out period. Given the 
former relationship between the engagement partner and client, the familiarity threat would be reinforced, creating the 
appearance of influence over the engagement by the former engagement partner. 

16.  Crowe 
Horwath 

We agree with the proposed additional restrictions. 

17.  D A Hughes Refer 3.10 above. A one-size approach will not promote audit quality. 

18.  D S F 
Juvenal 

Yes, I agree with additional restrictions placed on activities that can be performed by a KAP during the cooling-off period, so 
I suggest for the Board, if agrees, consults local and regional regulators for to know about exceptions. 

19.  DFSA The DFSA agrees with the additional restrictions placed on activities that can be performed by a KAP during the cooling-off 
period.  DFSA includes in its Audit Module rulebook a list of non-audit services that are prohibited to be carried out by auditors 
of the regulated entities. 

20.  DTT The length of a cooling-off period is just one safeguard available to reduce the threats that are caused by long association 
and based on the variation in the lengths of the cooling-off periods throughout the world, it is clear that this can be an arbitrary 
number of years.  The limitation on activities during that cooling-off can be an even more effective safeguard.  In order to fully 
achieve the benefits of a cooling-off period, there needs to be a sufficient limitation to the activities that a KAP can perform 
during this period.  The cooling-off period is not only important for that individual and their personal objectivity, but for removing 
the influence that the person may have on the engagement team as a whole.  As such, it is important that any contact with 
the engagement team and client is minimal so there can be a fresh look in conducting the audit.  We consider the restrictions 
in the Exposure Draft are reasonable and can help to reduce the familiarity and self-interest threats caused by long association 
with an audit client. 

21.  EYG Yes, we agree with the additional restrictions the Board is proposing to be placed on activities that can be performed by a 
KAP during the cooling-off period and believe the new requirements strike an appropriate balance. 
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22.  FAOA  We appreciate and agree with the proposed additional clarifications and restrictions placed on activities that can be performed by a KAP 
during the cooling-off period. 

23.  FAR In FAR's opinion, during a cooling-off period, the KAP should not be involved with the client in any way. A cooling-off period 
should actually be a cooling-off period. 

24.  FEE In our view, the KAP should not be involved in any role or activity that would exert influence on the audit during the cooling-
off period. Contacts with the audit team should be restricted to inquiries into matters that occurred and were dealt with by the 
KAP during his ‘on-period’. 

The explanatory memorandum on page 11 specifies that the KAP should have limited contacts with the client during the 
cooling-off period: we would suggest an addition of “no or” limited contact. We also believe that a complete prohibition is 
necessary on providing non-audit services where this would involve ‘significant or frequent interaction with senior management 
or those charged with governance’.  

We note that paragraph 290.150B proposes referring to ‘direct’ influence on the audit: this seems to be too narrow as the key 
issue is the significance of the influence, not how it arises. 

25.  FKA Yes. Possibly consultation on complex Issues in the industry the client operates and preferably get concurrence from the 
independent partner and/or industry  specialist if any. 

26.  FRC We strongly support the proposals that during the time-off period the rotated partner should not act as ‘relationship partner’ 
for the client, and should not undertake any other role, including the provision of non-audit services, that would result in: 

• Significant or frequent interaction with senior management or those charged with governance; or 

• An ability to exert direct influence on the outcome of the audit engagement. 

We agree that these provisions should not prevent an individual from assuming a senior leadership role in the firm and it is 
helpful to clarify this. 

27.  FSR In principle yes – but we strongly warn against the five-year cooling-off period for the engagement partner. 

28.  GTI We agree with the additional restrictions being proposed by the Board on activities that can be performed by a KAP during 
the cooling -off period.  We believe restrictions on activities during the cooling-off period will ensure that the rotated partner 
will not appear to be able to influence the incoming partner or the audit engagement team while in a time-out period. 
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However as discussed above, if the KAP is designated as a firm specialist or industry leader, we are supportive of allowing 
them to provide generic guidance to the audit team regarding current legislation, industry trends and the like,  but not its  effect 
on the particular audit. 

29.  HKICPA We agree in principle that the rotated partner should be prohibited from exerting undue influence on the outcome of the audit 
engagement during the cooling-off period.  

Having said that, our constituents from the SMP sector consider that the current proposal is overly excessive in prohibiting 
the rotated partner from leading or coordinating the firm's non-assurance professional services (i.e. services requiring 
accountancy or related skills performed by an accountant including accounting, taxation, management consulting and financial 
management services) for the PIE audit client. Those constituents alternatively recommend to address the threat by applying 
additional safeguards (for example: requiring engagement quality control review on the audit). Those constituents also believe 
that the rotated partners should be permitted to interact with the client during the cooling-off period, given the interaction would 
solely be in relation to the non-assurance professional services being provided and the rotated partner does not exert direct 
influence on the outcome of the audit engagement.   

It is stated in the explanatory memorandum that "the IESBA considered the principle that during the cooling-off period the 
outgoing partner should not exert direct influence over the engagement team or the outcome of the audit, though it is not the 
intention of the IESBA to prevent the outgoing partner from assuming a leadership role in the firm such as that of Senior or 
Managing Partner". 

30.  ICAB Yes 

31.  ICAEW The fundamental requirement must be that the partner cooling-off, not be involved in any role or activity that would exert 
influence on the audit. We think it reasonable to specify that being responsible for leading the firm’s professional services to 
the audited entity is not an acceptable activity during that period. This can, for example, have an adverse impact on the audited 
entity’s attitude to the new engagement partner, and would certainly be perceived as being an influential role.  

We do not believe that a complete prohibition is necessary on providing non-audit services where this could involve ‘significant 
or frequent interaction with senior management or those charged with governance’. We do not believe that this would always 
result in the exertion of influence on the current engagement partner. Where such influence might arise, this would be 
addressed by the requirement not to engage in activities that would influence the audit that is in the proposed 290.150B. 

We note that 290.150B proposes referring to ‘direct’ influence on the audit: this seems to be too narrow as the key issue is 
the significance of the influence, not how it arises. 
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 In view of the inclusion of paragraph 290.149B (to which we do not object), the requirements of 290.150 could be interpreted 
to apply to the audits of non-PIEs, where there has been rotation. It is therefore particularly important to ensure that the 
requirements in this area are not set in more detail than they need to be to preserve independence and the perception thereof, 
as there could be quite a significant effect on the ability to provide good service to SMEs. 

32.  ICAG The additional restrictions placed on the activities of the KAP during the cooling off period are reasonable. In the absence of 
these restrictions, the KAP can be performing roles that would render rotation off the engagement an ineffective safeguard. 
These restrictions provide a clear context for any KAP to operate in post rotation off an audit client. 

33.  ICAP Although a total restriction to serve the client by KAP in any other discipline does not look warranted (provided it does not 
influence the audit), we believe that the KAP should not by any means be involved in the audit process. This may jeopardize 
independence or professional capacity of the incoming new KAP. Further, ensuring a limited contact with the audit 
engagement team after rotating off from the engagement seems a mandatory requirement and we fully agree with it. However, 
in the case of a SMP, this may be hard to comply due to fewer partners available. Further, limiting the contact of outgoing 
KAP with client management, in particular if his/her contact has no connectivity whatsoever with the audit engagement, seems 
a stricter restriction. Many non-audit services are entirely different from the nature and extent of the audit engagement and 
are mostly provided in different timing zones and by engaging altogether a different team typically having different set of 
professional skills and specialization. In case of non-audit services (otherwise permitted by the Code), if no influence has to 
arise over the conduct and delivery of audit by incoming new KAP, the previous/outgoing KAP should not be prohibited from 
providing such services. 

34.  ICAS We believe that the principle should be established such that a KAP should not be involved in any role or activity that would 
exert influence on the audit during the cooling-off period. 

35.  ICAZ We fully agree that the KAP should not be involved in any capacity during the cooling off period. What may need additional 
consideration is the cooling off period for those KAPs who are the EPs for the major subsidiaries/divisions of a PIE, as outlined 
in our response to question 7. 

36.  IDW We agree that some clarification of activities might be useful to ensure that potential familiarity threats are dealt with 
appropriately.  

We agree with the proposal in paragraph 290.150A that the key audit partner should not become a member of the audit team 
or the engagement quality control reviewer during the cooling off period. However, given the issues involved (as explained in 
the following paragraph of this response), we believe that a risk based approach would be appropriate. 
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A complete ban on certain activities seems inappropriate in certain areas, especially where it might be possible to introduce 
other safeguards. From an SMP perspective we believe that it might be counterproductive to preclude consulting with the 
engagement team regarding technical or industry-specific issues as the IESBA is proposing. In such cases not only would 
banning recourse to valuable technical or industry-specific expertise not seem sensible from an audit quality perspective, the 
individual may, over time, loose the expertise or not remain up to date with developments – potentially affecting audit quality 
should that individual return to the engagement after the cooling off period. In contrast, larger firms with recourse to technical 
departments may not face these issues to the same extent. Also introducing a blanket ban on services to related entities might 
not be necessary or appropriate in all conceivable individual circumstances when the threat could be addressed by additional 
safeguards such as strict separation of teams, etc. We would suggest that the IESBA consider whether it would be more 
appropriate to introduce safeguards instead. We note the IESBAs proposed solution is to allow limited consulting after two 
years of the five years cooling off period have elapsed, but do not believe this is helpful, since it still denies a “new” partner 
access to consultation in the initial period - the very period when it is likely to be most needed. 

37.  IMCP We consider appropriate additional restrictions for the minimum cooling-off period. 

38.  IPA Not applicable, as we objective to the rule based cooling-off period for the engagement partner. 

39.  IRBA We agree with the restrictions to be reasonable and can help to reduce the familiarity and self-interest threats caused by long 
association with the client.  

We believe that no activities should be permitted by the engagement partner during the five year cooling-off period or by any 
other key audit partner during the two year cooling-off period. 

40.  J T Giraud I don't have any objection for the activities that former engagement partner can undertake for the audit team during the cooling-
off period. Which isn't the case for the audit client. During the cooling-off period, former KAP should be permitted to be an 
ordinary customer of the audit client. He or she can participate with the audit client in the non-profit activities.   

41.  JEC Grant Yes. 

42.  JICPA We support this revision. The proposed provisions are useful because the activities, including interaction between the former 
KAP and the audit team or audit client, are prohibited during the cooling-off period in order to reduce the significance of the 
threat. 

43.  KICPA Behind the rotation requirements for KAPs lies the objective of preventing them from impacting audit engagements in a 
continuous manner and ensuring a fresh look into the engagements. The objectives lead us to support the proposed additional 
restrictions.  
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In case of KAPs having significant or frequent interaction with senior management or TCWG during the cooling-off period, 
however, forbidding them from providing non-assurance services is considered to serve as an excessive limitation. We 
suggest the expression be modified in a clear manner into that the limit is imposed only when the above significant or frequent 
interaction has a direct impact on the outcome of the audit engagement. 

44.  KPMG We agree with the additional restrictions placed on activities that can be performed by a KAP during the cooling-off period.   

We recommend that further clarification be included that the provisions are not intended to preclude the individual from 
reasonable social contact or other contact otherwise arising during the normal course of business. 

45.  Kreston 
International 

The additional restrictions are appropriate. 

46.  MIA We agree with the proposed additional restrictions placed on activities that can be performed by a KAP during the cooling-off 
period. 

47.  MICPA Yes, MICPA agrees. 

48.  NBA See response to question 10 above. 

49.  Nexia 
Australia 

No.  For the reasons identified above, we do not agree with the imposition of additional restrictions on the activities that can 
be performed during the cooling-off period. 

50.  Nexia 
International 

No. For the reasons identified above, we do not agree with the imposition of additional restrictions on the activities that can 
be performed during the cooling-off period. 

51.  NZAuASB Yes, the NZAuASB is supportive of the identified restrictions placed on activities during the cooling-off period including leading 
the firm’s professional services to that audit client or having significant or frequent interaction with the client.  The NZAuASB 
considers that clarifying and strengthening the principle that “off” means “off”, that is that the rotated individual should have 
no professional relationship with the client during the cooling-off period, is important to establishing a robust framework.  The 
cooling-off period will only be effective if this principle is properly applied. The NZAuASB supports the IESBA clarifying the 
extent to which the KAP could answer questions during the cooling-off period with respect to the queries arising from the 
period when that partner was a KAP.  The NZAuASB also agrees that it is not practical to bar all contact between the rotated 
individual and the client, for example at social occasions.  The NZAuASB considers these additions strengthen the principle 
that the rotated individual should limit as far as possible contact with the audit client and has not identified further interactions 
that should be permitted. 
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52.  PICPA Inherent in the proposed changes is the concern about “trust” in the audit process. As such, the KAP may or may not be able 
to provide “corporate” memory, which would be invaluable in many circumstances to understanding the nature of the workflow 
and the audit results. The concern relating to inappropriate influence would always exist for those organizations intent upon 
“circumventing” the intent behind the standards. Additionally, prohibiting the consultation with an individual who has acted as 
an engagement partner who becomes an individual whose primary responsibility is to be consulted within a firm on a technical 
or industry specific issue is onerous, unnecessary, and potentially inimical to audit quality. 

53.  Pitcher 
Partners 

We do not agree with the additional restriction placed on activities that can be performed by a key audit partner during the 
cooling-off period. In particular, we do not agree with the proposal that the former key audit partner cannot be responsible for 
leading or coordinating the firm’s professional services to the audit client or overseeing the firm’s relationship with the audit 
client (sometimes referred to as the “relationship partner”).  

We also do not agree with the proposal that the former key audit partner cannot undertake any other role, including the 
provision of non-assurance services that would result in significant or frequent interaction with senior management or those 
charged with governance. 

54.  PKF No, we do not agree with all the additional restrictions. The first bullet under 290.150B has become too complex and detailed, 
and there is a risk that other specific situations have been overlooked. We propose that a more principles-based approach 
will be most appropriate to determine the activities that should be restricted. Specifically and by way of example, it is not clear 
why the provision of non-assurance services that result in significant or frequent interaction with senior management or those 
charged with governance would not be permitted in circumstances where the individual has no intention to act as KAP on that 
engagement again.   

55.  PwC We believe that it is very important to highlight the key principle to help teams and firms determine which roles may not be 
appropriate in a given situation. We believe that by highlighting the principle in the provision, it will be sufficiently clear that it 
would be difficult to demonstrate the appropriate level of independence and objectivity for certain roles, even if only as a 
matter of perception and that the application of principles is preferable to providing a list of specific restrictions.  

We believe that the provision should state the general principle that a role which provides the former KAP with the ability to 
exert direct influence on the outcome of the audit engagement would be restricted during the cooling-off period. While having 
significant or frequent interaction with senior management or TCWG could also be listed as an example of a factor to consider, 
this in and of itself does not create a threat. It is the ability to exert direct influence on the outcome of the audit that creates a 
potential threat. Any activity that allows the partner to directly influence the outcome of the audit should not be permitted. We 
do not believe that specific roles, such as the client relationship partner, need to be explicitly mentioned. 
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56.  RCA No. For example, prohibition to consult the client may be excessive, in case of cumulative knowledge and experience of an 
audit client’s business after years of cooperation, management and controls environment experience, technical or industry-
specific issues, etc. The decision to restrict interaction of a key audit partner with the client during the cooling-off period, as 
well as the responsibility for such a decision, if it is necessary, could make the senior manager of an audit firm, who documents 
the reasons, evaluates created  threats and choses appropriate safeguards to counteract these treats. 

57.  RSM In principle we agree with placing additional restrictions on the activities that can be performed by the KAP during the cooling-
off period. However, we consider that it is difficult to support a total ban on providing certain non-assurance services because 
in some cases there is little evidence that those services could or do impact the provision of audit services in anyway.  In any 
case, we believe that if non-assurance services are provided by a KAP following the provision of assurance services by the 
KAP, then the cooling-off period for that KAP should not begin until delivery of those non-assurance services have been 
completed. 

58.  SAICA No, we do not agree with any additional restrictions placed on the engagement partner during cooling off period. 

We believe that the code should distinguish between KAPs who audit significant subsidiaries and those that are specialists in 
their respective fields (technical experts, subject matter experts). A significant subsidiary being one that has a significant 
influence on the financial results of the holding company. The more stringent rotation requirements are most needed in respect 
of KAPs that audits a significant subsidiary and to a much lesser extent with respect to a partner that provides specialist 
services. 

59.  SCM With regard to consultation with the engagement team or the client regarding technical or industry-specific issues, transactions 
and events affecting the audit engagement, AOB notes that the additional restrictions may not have considered that certain 
jurisdictions may not have sufficient expertise to take on such consultation role. This would be of particular concern say, in a 
situation where consultation is needed on an industry-specific issue and the only expert available is unable to provide the 
consultation due to the additional restrictions in place during the cooling-off period.  

In view that any consultation should always be made from an objective standpoint, AOB recommends instead that the Code 
allow for some form of judgement and require that safeguards be put in place to address the concerns raised. In any case, 
AOB expects that the KAP would be fully responsible and accountable for the final decision made regardless of the results of 
the technical consultation, thus mitigating the risk of the former KAP of directly influencing the outcome of the audit 
engagement. 

In addition, AOB wishes to draw attention to para 290.153 of the Code which allows an independent regulator in the relevant 
jurisdiction to provide an exemption from partner rotation, thereby allowing an individual to remain as a KAP for more than 
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seven years, with specified alternative safeguards such as regular independent external review. In this regard, AOB is further 
concerned that the introduction of the additional restrictions may instead result in unintended consequences of increased 
application of the exemption provided under para 290.153, which may ultimately defeat the purpose of the introduction of the 
additional restrictions. 

60.  SMPC 
(IFAC) 

We do not agree with the additional restrictions placed on activities that can be performed by a KAP during the cooling-off 
period. The proposed additional provisions concerning consultation on technical or industry specific issues (para. 290.150B) 
are likely to be particularly problematic from an SMP perspective. Such measures would potentially give rise to a significant 
loss of audit quality should “new” engagement partners within SMPs seek to avoid appropriate consultation with their firm’s 
best available experts and ultimately would not be in the best interest of the client In contrast, larger firms with recourse to 
technical departments may not face these issues to the same extent.  

It would be more valid to increase and improve existing safeguards instead of a strict prohibition or severe restriction, 
especially for smaller firms. We believe a risk based approach should be applied. For example, no consultation at all is 
excessive in practical terms, especially for matters of relatively low risk and it could also impact audit quality.  

The IESBA should acknowledge that certain regulators may choose not to adopt the provisions as articulated in 290.150B 
because it would be seen to infringe upon the commerce of a firm. This may mean that certain jurisdictions would have unfair 
advantage over others (i.e. those jurisdictions that use the Code alone would include this provision – those that abide by the 
rules of another authority would not). 

61.  Tuffias No – should be allowed to consult otherwise experience gained is lost. 

62.  William Buck Our view is that the cooling off period is just that. There should be no interaction between the former KAP, the audit team or 
the client. This is what currently occurs in our firm and we believe this preserves the partner’s independence while cooling off. 

63.  WPK We agree with the provisions proposed in par. 290.150A. With respect to other activities as addressed in par. 290.150B we 
refer to our response to question No 10 above. 

64.  ZICA We do not agree with the proposed additional restrictions placed on activities that can be performed by a KAP during the 
cooling-off period. This is not practical in certain jurisdictions especially where there are limited numbers of audit partners. We 
propose that where information may be relevant to the current audit, the incoming Engagement Partner be allowed to consult 
with the former KAP on work undertaken and conclusions reached in the previous year. This will facilitate partner transition. 
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1.  ACCA We agree that the firm should not apply the provisions in paragraphs 290.151 or 290.152 without the concurrence of TCWG. 
However, we also agree with the observation within the consultation that TCWG have the option to change the auditor, and 
so it would be more appropriate to view this in terms of communication with TCWG, which would make it clear that decision-
making in respect of the auditor’s independence must rest with the auditor. A requirement for communication with TCWG 
would help to remove the potential for misuse of the provisions, which may arise out of subjective terms such as ‘unforeseen 
circumstances outside the firm’s control’. Appropriate communication is also a valuable process within an assessment of 
threats and safeguards. 

2.  AICPA We agree that under the circumstances described in paragraphs 290.151 and 290.152, the firm should obtain the concurrence 
of TCWG since such circumstances result in an exception to the normal partner rotation requirements. 

3.  Altaf Noor 
Ali 

Yes, if the same is disclosed in the Audit Report as well.  

Section 290.151 is about extending the time-on period by one year for unforeseen circumstances. The questions: Is the event 
important enough to be bought to the attention of those who appoint auditors? Is it in public interest to do so? Would it 
contribute to the auditor independence? 

4.  APESB APESB is supportive of IESBA’s proposals in paragraphs 290.151 and 290.152 that the exceptions to the Engagement Partner 
rotation rules in the Code are only enacted with the concurrence of TCWG of the audit client. 

5.  ASSIREVI Assirevi agrees with the proposal of obtaining concurrence of Those Charged with Governance (TCWG) in the circumstances 
described in paragraphs 290.151 and 290.152.  

However, with reference to paragraph 290.152, Assirevi hopes that, in view of the specific nature and the significant changes 
that acquisition of the status of PIE means for the audit client, the concurrence of TCWG should take the form of a 
communication and discussion only with TCWG and not necessarily a requirement for prior approval. This approach is aimed 
to facilitate the continuity and regularity in carrying out audit activities during the change in status from non-PIE to PIE that 
can be a delicate moment in the life of a company. 

6.  Auditor 
General NZ 

In New Zealand TCWG have a responsibility to act in the best interests of the entity. This is a narrower set of interests than 
those of the auditor, who is required to act in the public interest.  
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In our view, TCWG should not have the ability to exercise their narrower interests in favor of the entity over the auditor’s 
broader public interest responsibility.  

We agree that the auditor should inform TCWG of a continuity situation, and take account of TCWG view. However, TCWG 
should not have a decision-making role in this situation. 

7.  BDO From a perception point of view, we agree that the firm should obtain concurrence of TCWG for the provisions in paragraphs 
290.151 and 290.152 to be applied. It may be useful to provide the following additional examples of exceptions in paragraph 
290.151: 

• a substantial change has recently been made or will soon be made to the nature or structure of the audited entity’s 
business; or 

• there are unexpected changes in the senior management of the audited entity. 

8.  CAANZ We support the approach taken in this aspect of the ED. 

9.  CAI AAC agrees. 

10.  CISPA Yes. TCWG in principle need to take a more active role in the monitoring of auditor independence. TCWG for SMEs may not 
currently consider rotation proactively but clearly an audit committee should be doing so. 

11.  CNCC Yes, we agree with the news provisions. 

12.  CPA Aus Yes we agree. 

13.  CPA 
Canada 

The concurrence of TCWG should be obtained when the provisions in paragraphs 290.151 and 290.152 are to be applied. 

14.  Crowe 
Horwath 

We agree that TCWG have to concur with the application of these provisions. 

15.  D A Hughes The role of TCWG is integral to mitigating familiarity threats, and particularly where there is undue influence through alumni 
connections on the board of directors or with other audit critical employees. External safeguards are considered in paragraph 
2.1 above. Threats to auditor independence arising through relationships and familiarity need to be monitored and agreed by 
both the audit firm and TCWG to ensure transparency in the process, and to improve awareness in the director community of 
the relationships which introduce threats. 
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16.  D S F 
Juvenal 

Yes, I agree that the firm should not apply the provisions in paragraphs 290.151 and 290.152 without the concurrence of 
TCWG, so I suggest for the Board, if agrees, consults local and regional regulators for to know about exceptions. 

17.  DFSA DFSA agrees that TCWG are to be consulted always and have their concurrence in any matter requiring application of 
safeguards to reduce any threats created by familiarity and self-interest.  It is important to ensure individuals who are charge 
with governance are able to obtain the complete and proper details of any situation that can raise threat to familiarity and self-
interest to their entity. 

18.  DTT We consider any matter that could reasonably thought to bear on an accountant’s independence should be discussed with 
TCWG and TCWG should agree to any deviations from the Code.  Therefore, we agree that the extension of the time served 
by a KAP on an audit client should only be undertaken with the concurrence of TCWG.   

19.  EYG Yes, we believe that TCWG should be consulted and should concur prior to applying the provisions in paragraphs 290.151 
and 290.152.  The decision to allow a KAP to serve additional time and the appropriate safeguards that should be put in place 
to address any threats created as a result of the additional time should be a joint decision between auditor and TCWG. 

20.  FAR Yes, it seems reasonable to discuss such matters with those charged with governance. 

21.  FEE While informing those charged with governance could not be considered by itself a safeguard, we agree that concurrence 
should be obtained, as the use of exceptional overrides could have an impact on perception, which is a matter of importance 
to the PIE, as well as the audit firm. It may however be added that these provisions only apply where such an extension is not 
prohibited by legislation. 

22.  FKA Yes. This is necessary as this would be a variation from the requirements of the IFAC Code and firm policy, and their 
concurrence is necessary. 

23.  FRC We agree that if, in rare circumstances, it is considered appropriate to extend, by a limited amount, the total time-on period 
served, this should require the approval of those charged with governance. Ordinarily this should be the audit committee or 
persons serving an equivalent role. 

24.  FSR Yes. 

25.  GTI We agree that the firm should not apply the provisions in paragraphs 290.151 without the concurrence of TCWG. However, 
the provisions in paragraph 290.152 are transitional provisions pertaining to when a company becomes a PIE. The provision 
provides guidance as to the length of time a KAP may remain in that role once an entity becomes a PIE.  As there is no 
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subjectivity involved in determining this length of time, we do not believe discussions with TCWG should be required, but 
should be at the discretion of the auditor whether or not to discuss the matter with TCWG. 

26.  HKICPA Under paragraphs 290.151 and 290.152 firms are required to obtain concurrence from TCWG to apply the limited exception 
provisions. We consider audit firms should be permitted to exercise professional judgment when considering to apply the 
limited exception provisions without the need to obtain agreement or pre-clearance from TCWG. We recommend to require 
firms to inform TCWG on the application of the limited exception provisions as part of their regular ISA 260 reporting to TCWG. 

27.  ICAB Yes. 

28.  ICAEW While informing those charged with governance is not of itself a safeguard, we agree that concurrence should be obtained, 
as the use of exception overrides could have an impact on perception, which is a matter of importance to the PIE as well as 
the audit firm. 

29.  ICAG We believe the provisions of paragraphs 290.151 and 290.152 should only be applied with the concurrence of TCWG.  

However, it is possible that TCWG may not be able to completely exercise the required safeguards in determining a possible 
extension for the audit partners especially where the affected partner has built a good working relationship with TCWG. In this 
regard, it is likely the approval of TCWG may not serve as an appropriate safeguard in some of these situations. In this regard, 
we believe it might be prudent to make it a requirement for the local regulator (the Institute of Chartered Accountants) to 
approve these. 

30.  ICAP We agree that the firm should not apply the provisions in paragraphs 290.151 and 290.152 without informing the TCWG and 
obtaining their concurrence. 

31.  ICAS We are happy with this suggested approach. 

32.  ICAZ We fully agree. Extending the duration served by the KAP, should be with the express approval of those charged with 
governance.    

33.  IDW IESBA is not the appropriate body to establish requirements for an entity’s governance body. However, requiring an auditor 
to seek approval regarding departures from independence provisions seems to be a reasonable safeguard in some cases. 
This would, however, necessitate the relevant body having both the capacity and full information to facilitate such approval. 
We note that ISA 260.17(a) (ii) already requires the auditor of a listed entity communicate with those charged with governance 
regarding safeguards applied in relation to threats to independence. We agree that the proposed provisions are appropriate 
in respect of listed entities and may also be appropriate in certain jurisdictions for other entities with particular governance 



Compilation of Responses to Specific Questions 
IESBA Meeting (November/December 2015) 

 

Supplement B to Agenda Item 5 
Page 153 of 173 

# Respondent Respondent’s Comment 

structures. However, given our comments regarding smaller entities that are public interest entities in many jurisdictions, we 
believe that a risk-based approach would be more appropriate in this instance than the one-size-fits-all approach proposed. 

34.  IMCP Yes. 

35.  IRBA We agree that the firm should discuss with those charged with governance (TCWG) the reasons why the planned rotation 
cannot take place and the need for any safeguards to reduce any threats created. 

36.  J T Giraud In view of applying the amendment (time-on of five years suggested or seven years according to IESBA's exposure draft), I 
assume that the audit firm will prepare some action plans (A, B). For example, these plans may contain identification of two 
potential substitutes of current KAP, participation of potential substitutes of current KAP in the final meeting of the audit, and 
so on. Permitting to the audit firm and its client to decide on an extension of time-on period would mean an implicit time-on of 
six years (referred to my answer to question no 4) or eight years (according to the change proposed by IESBA). Considering 
the probable implication of these provisions in paragraphs 290.151 and 290.152, I disagree with them. 

If unforeseen circumstances require an extension of time-on period for a KAP, only the regulator should be able to permit it. 
In this case, the audit firm would be obliged to show the evidence of such derogation.    

37.  JEC Grant Yes. 

38.  JICPA We support this revision. 

39.  KICPA We suggest that the Code allow firms to apply exceptional provisions after they discuss appropriate safeguards applied with 
TCWG, since the exception is only allowed in rare cases due to unforeseen circumstances outside the firm’s control or 
transitional provisions. 

40.  KPMG We are supportive of the underlying intentions of the provisions in the above paragraphs, and we agree that such provisions 
should not be effected without discussion with TCWG.  

We consider that in any circumstances where it is proposed that a key audit partner continue to serve in that role for more 
than seven years the reasons for an extension and the need for any safeguards to reduce any threat created be discussed 
with TCWG.  

Accordingly, we suggest that paragraph 290.152 be enhanced to also require such a discussion, in line with the wording used 
in paragraph 290.151. 

41.  Kreston 
International 

It is important that Those Charged with Governance concur on any decision not to apply 290.151 and 290.152 to ensure audit 
quality is seen to be preserved. 
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42.  MIA Due to departure from the application of rotation requirements, we agree that both paragraphs 290.151 and 290.152 shall 
apply with the concurrence of TCWG. 

43.  MICPA Yes, MICPA agrees with the proposal. 

44.  NASBA  We are also supportive of the narrow exceptions outlined in paragraphs 290.151 and 290.152.  While these exceptions allow 
a key audit partner to remain on the audit of a public interest entity more than seven years, we believe that the circumstances 
are sufficiently narrow, that with the concurrence of those charged with governance, the public interest is served.   

45.  Nexia 
Australia 

For the reasons identified above, we do not agree with the proposals. 

46.  Nexia 
International 

For the reasons identified above, we do not agree with the proposals. 

47.  NZAuASB Yes, the NZAuASB agrees that those charged with governance should concur where the KAP is permitted to serve an 
additional year on the engagement due to rare and unforeseen circumstances.  This recognises the important role that the 
audit committee or those charged with governance has in assessing auditor independence. The NZAuASB does however 
consider that this extension of one year should also be disclosed to shareholders in order to be completely transparent. 

48.  PICPA The question is a double negative. As such, to be clear, those charged with governance should always be consulted. The 
strength of the control is enhanced with external controls reviewing the potential changes. 

49.  Pitcher 
Partners 

Yes, we agree that the firm should not apply the provisions in paragraphs 290.151 and 290.152 without the concurrence of 
those charged with governance. 

50.  PKF Yes, we agree with this proposed amendment. 

51.  PwC The Code currently encourages regular communication between the auditor and those charged with governance with respect 
to any matters that might, in the firm’s opinion, reasonably bear on independence and cites discussing threats and safeguards 
with TCWG as an example safeguard. We support a holistic approach to reinforce auditor independence, objectivity and 
professional scepticism including enhancements to those areas within the Code where there is scope for more detailed or 
clearer guidance on auditor communication with, or the responsibilities of, TCWG.  
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We believe the provisions in paragraphs 290.151 and 290.152 enhance transparency by auditors to audit committees on the 
threats and safeguards and encourage auditors to seek greater audit committee involvement in the process of evaluating the 
independence of the audit engagement partner and other KAPs and as such, we are very supportive of these provisions. 

52.  RCA No. It is unacceptable to yield to pressure of a client, but his opinion should be considered when making a decision. 

53.  RSM Yes, the concurrence of TCWG is necessary and TCWG may wish to disclose the reasons for the extension within the financial 
statements or provide that information to stakeholders by some other means. 

54.  SAICA Yes, we do agree that the firm should not apply the provisions in paragraphs 290.151 and 290.152 without the concurrence 
of TCWG. 

55.  SCM AOB is of the view that the decision to apply these provisions should remain with the firm. However, for better transparency 
and client engagement, the firm should be required to communicate the need for applying the provisions in paras 290.151 
and 290.152 to the TCWG, supported by the necessary documentation in the audit working papers to justify the need for such 
application. 

56.  SMPC 
(IFAC) 

We agree that the firm should not apply the provisions in paragraphs 290.151 and 290.152 without the concurrence of TCWG. 
Any service extension and/or relaxation of professional code requirements should not be adopted without full transparency - 
the exchange must be conducted in addition to obtaining written documentation confirming this agreement. 

57.  Tuffias No Comment. 

58.  William Buck In Australia we currently have both these provisions under the Corporations Act 2001, so the requirements have force of law. 
We have no additional comments to make. 

59.  WPK We basically agree with the proposed amendments in par. 290.151 and 290.152 that an ex-tension of the period must be 
permitted in rare circumstances. 

60.  ZICA We agree. 
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Do respondents agree with the corresponding changes to Section 291? In particular, do respondents agree that given the differences 
between audit and other assurance engagements, the provisions should be limited to assurance engagements “of a recurring nature”?  

# Respondent Respondent’s Comment 

1.  ACCA The answers provided above also apply in respect of section 291 to the extent that the questions raised are relevant to 
assurance engagements. A lack of independence would undermine both types of engagement. However, as stated within our 
response to question 1, we do not agree that a threat to objectivity may arise only in respect of a recurring assurance 
engagement. The familiarity threat arises out of the long association of individuals, and their relationships with the audit client 
personnel. The threat does not directly depend upon the nature of the assignment. 

2.  AICPA We agree with the conforming changes to Section 291 with the exception of the specific issues raised in our responses to 
questions 2 and 3 above which would also apply to the proposed revisions to Section 291. We further agree that the provisions 
should be limited to assurance engagements “of a recurring nature” since any familiarity and self-interest threats would be 
insignificant where the assurance engagement is non-recurring. 

3.  Altaf Noor 
Ali 

Our comments for Section 290 are valid for the corresponding sections in Section 291. 

Apart from Section 291.137B, the rest are similar to those in Section 290. For example, 

1. Last paras of 291.137A  and 290.148A  are almost identical; combine as one for audit and assurance, redraft, if possible. 

2. Last para of 291.137B ; almost identical to 290.148C . If you do not wish to omit it we suggest that you provide an additional 
line stating it is identical and reproduced; else omit and cross-reference.  

3. 291.137C =290.149A (only “assurance” comes in place of “audit”.) 

4.  ANAN ANAN agrees with corresponding changes to section 291 in particular with the dichotomy created between audit and other 
assurance engagements.  The provisions should however be limited to assurance engagement “of a recurring nature”. 

5.  APESB APESB agrees with IESBA’s proposal that the corresponding changes in section 291 should only impact assurance 
engagements of a recurring nature. We suggest however that it would be useful if the Code provides guidance on the type of 
assurance engagements which will be considered as ‘recurring engagements’ and thus be subject to these provisions.  

APESB has provided guidance in respect of recurring engagements in its Standard APES 305 Terms of Engagement, which 
includes the following features of a recurring engagement for your consideration: 

• unchanged terms of engagement under which the Professional Services are provided;  

• the same or similar Professional Service provided by the Professional Accountant in Public Practice in each period;  
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• defined or identifiable commencement and completion dates each time the engagement is performed; and  

• • Performance of the engagement is on a regular basis as agreed with the Client, for example annually. 

6.  ASSIREVI Assirevi agrees that the provisions should be limited to assurance engagements “of a recurring nature”. 

7.  Auditor 
General NZ 

We have no comment to make on the section 291 requirements. 

8.  BDO We agree that these provisions should be limited to recurring assurance engagements. 

9.  CAANZ  Should the proposal proceed, we believe it is appropriate to limit the provisions to other assurance engagements of a recurring 
nature for PIEs and provide auditor discretion for other assurance engagements. 

10.  CAI AAC agrees with the proposed changes in general.  AAC would request, however, that the Board reconsider the wording of 
the last paragraph of section 291.137B.  AAC was unclear as to the meaning of the phrase “the departure of the person who 
is the responsible party”.  AAC considers that it may refer to a relationship with a member of management, and if this is the 
case, considers that this should be stated explicitly. 

11.  CISPA Yes, other assurance engagements are typically non-recurring so limiting the provisions to assurance engagements of a 
“recurring nature” seems appropriate. 

12.  CNCC We have no specific observations regarding that question. 

13.  CPA Aus We support the provision of additional guidance. 

14.  CPA 
Canada 

The rationale underlying the corresponding changes to Section 291, specifically that the provisions should be limited to 
assurance engagements "of a recurring nature" is reasonable. However, practically, this may be difficult to apply if applied to 
all engagements, particularly in respect of small entities, and where engagements are conducted by those with small practices. 
In those situations it may be impossible to implement the safeguard of rotating personnel off the engagement, and safeguards 
such as the performance of regular independent external quality reviews may be the only practical solution. 

15.  Crowe 
Horwath 

We agree with the corresponding changes and the proposed limitation. 

16.  D A Hughes There are significant differences between audit and other assurance engagements and the arbitrary allocation of the same 
prescriptive requirements to assurance engagements is not agreed, and in particular, not agreed for recurring engagements. 
For example, for review engagements familiarity with the client circumstances is a necessity and a benefit. Analytical review 
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procedures need an understanding of past events and circumstances to be able to conduct appropriate analysis. Further, 
explanations received from management should be considered in the light of previous discussions and explanations received 
in past periods. The ability to deliberately or inadvertently manipulate analysis and explanation increases where there is limited 
familiarity with the client. The quality of a review engagement will increase with client familiarity and rotation is not appropriate. 

17.  D S F 
Juvenal 

Yes, I agree with the corresponding changes to Section 291.  I agree with differences between audit and other assurance 
engagements, the provisions should be limited to assurance engagements of a recurring nature, so I suggest for the Board, 
if agrees, consults local and regional regulators for to know about exceptions. 

18.  DFSA DFSA is encouraged by the changes to Section 291 which has focused on the nature of long-term association that creates an 
actual threat of familiarity and self-interest.  Introducing factors which defines causality of such threats provide a measuring 
tool to identify and address matters arising within firm’s assurance service of recurring nature. 

19.  DTT We agree that the long association threat by its nature would only apply to assurance engagements of a recurring nature.  
However, while not incorrect, the inclusion of this phrase does not contribute to the clarity or meaning of this paragraph as it 
already states the engagement is occurring “over a long period of time.”  Therefore, we suggest that this change be deleted 
so as not to make unnecessary changes to the Code.   

20.  EYG Yes, we agree with the changes to Section 291 and in particular, we agree the provisions should be limited to assurance 
engagements “of a recurring nature”. Assurance services of a recurring nature share similar attributes to audit engagements 
which we believe justifies substantially similar treatment under the Code.  However, we believe it would be disproportionate 
to treat one-off assurance engagements the same as audit engagements or engagements of a recurring nature and we agree 
with the proposals as currently drafted. 

21.  FAOA  We agree with the new proposed provisions contained in 291.137A to 291.137.D CoE, but sub-ject to applicable national law. 

22.  FAR Yes, FAR agrees on both points. 

23.  FEE Engagements dealt with by section 291 are of a diverse nature and this approach seems adequate. We are not sure about 
the relevance of the limitation to assurance engagements of a “recurring nature” though: as soon as a service is provided 
during a long period for the same client and client personnel, the risk of familiarity might arise. That risk will then need to be 
evaluated to see whether adequate safeguards are in place or not. 

24.  FKA Yes. The over familiarity threat is higher in recurring assurance engagements. 

25.  FSR Yes. 
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26.  GTI Yes, we agree with the corresponding changes to Section 291 and that the provisions should be limited to assurance 
engagements “of a recurring nature”. 

27.  HKICPA We agree with the corresponding changes to Section 291 and also consider that the provisions should be limited to assurance 
engagements "of a recurring nature" given the differences between audit and other assurance engagements. 

28.  ICAB Yes. 

29.  ICAEW We agree: the approach seems the most appropriate in view of the diverse nature of engagements dealt with by section 291. 

30.  ICAG Yes. Broadening the provisions beyond assurance engagements of recurring nature may create practical monitoring and 
implementation difficulties. 

31.  ICAP We agree that the provisions should be limited to assurance engagements of a recurring nature only. 

32.  ICAS We are generally supportive of the approach. However, we do not agree with the assertion that the provisions should be 
limited to assurance engagements “of a recurring nature”.   

33.  ICAZ We fully agree.  Assurance engagements of a ‘recurring nature’ are the ones that bear the most risk of familiarity threats 
arising from long association with a client. 

34.  IDW Our comments elsewhere equally relate to Section 291.  

We agree that given the differences between audit and other assurance engagements, the provisions should be limited to 
assurance engagements “of a recurring nature”, as we do not see how the provisions could apply to assurance engagements 
that are not of a recurring nature. 

35.  IMCP Yes. 

36.  IRBA We agree with the corresponding changes to section 291 and that the provisions relating to audit clients that are public interest 
entities should not be applicable to other assurance engagements.  

We agree with the distinction between recurring and non-recurring other assurance engagements. Due to the broad nature of 
other assurance engagements, certain engagement may be over a limited time period while others may be requested annually. 

37.  J T Giraud YES, I DO. 

38.  JEC Grant Yes. 
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39.  JICPA We support this revision. This is because the threat created by the long association does not arise in relation to assurance 
engagements other than assurance engagement “of a recurring nature.” 

40.  KICPA We support the IESBA’s proposed EDs that the long association is confined to assurance engagements of a recurring nature 
over a long period of time. 

41.  KPMG We agree with the corresponding changes to Section 291 as we consider that the same underlying principles apply to any 
assurance engagement. 

42.  Kreston 
International 

The corresponding changes to Section 291 are appropriate.  It is not clear that the provisions should be limited to assurance 
engagements “of a recurring nature” as the familiarity and self-interest threats could outweigh the fact that the assurance 
engagements change over time. 

43.  MIA We agree with the corresponding changes to Section 291. 

44.  MICPA Yes, MICPA agrees. 

45.  NASBA We are supportive of the corresponding changes to Section 291.   We recognized that many other assurance engagements 
may not be of a recurring nature, and therefore the familiarity and self-interest threats are likely to be most significant in 
recurring engagements.   Therefore, it is appropriate to limit the provisions of Section 291 to recurring assurance 
engagements.   

46.  Nexia 
Australia 

We disagree with the proposal.  If a change to the cooling-off period is to be adopted, it should only apply to audit engagements 
[of financial reports] of a recurring nature, not all assurance engagements. 

47.  Nexia 
International 

We disagree with the proposal. If a change to the cooling-off period is to be adopted, it should only apply to audit engagements 
[of financial reports] of a recurring nature, not all assurance engagements. 

48.  NZAuASB The NZAuASB is supportive of making corresponding changes to Section 291, which enhance the framework, equally 
applicable for other assurance engagements of a recurring nature.  The NZAuASB considers that a robust principled-based 
framework, with detailed guidance to assist in the application, is most appropriate for engagements of non-financial 
information, as it allows sufficient flexibility to cater for areas that are only just developing, for example integrated reporting 
and related assurance issues.  Integrated reporting is likely to develop rapidly, and there are currently capability and supply 
restraints that require a more flexible, but equally sound principled approach. 
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The NZAuASB agrees that the long association provisions are only applicable to engagements of a recurring nature but 
considers that further clarification could be made to clarify what is meant by recurring, for example, include annual recurring 
or annual or more frequently occurring engagements. 

49.  PICPA No. The intent is to mitigate risks. The frequency of the assurance engagements is but one factor in the overall analysis of the 
assessment of the risks. 

50.  Pitcher 
Partners 

We do not agree that the general provisions should also apply to all individuals on all other assurance. Refer to our response 
to question 2. 

If the corresponding changes are made to section 291, the provisions should be limited to assurance engagements “of a 
recurring nature”. APES 110 would however need to define and provide examples of other assurance engagements “of a 
recurring nature”. 

51.  PKF We agree with the corresponding changes to Section 291 subject to alignment based on our comments in response to Section 
290. We do not agree that the provisions should be limited to assurance engagements “of a recurring nature”. We believe 
most of the threats will arise in assurance engagements of a recurring nature, and this addition is therefore superfluous. 
Applying the principles without this addition will not result in any differences of application. 

In addition, a recurring engagement is not the only situation in which threats could arise. This is particularly true in the context 
of proposed additions in 291.137A, as these additions do not refer to tenure on the engagement at all. For ease of reference, 
the additions in question are: 

“A familiarity threat may be created as a result of an individual’s long association with: 

• The assurance client; or 

• The subject matter and subject matter information of the assurance engagement 

52.  PwC While we agree with limiting the provisions in Section 291 to assurance engagements “of a recurring nature”, our responses 
to the corresponding changes to Section 290 apply equally to Section 291 where relevant. Please refer to our responses 
above. 

53.  RCA YES, but such factors as the nature, frequency and extent of interaction with a client should be taken into account when 
evaluating the treats. It lets implement this requirement more flexible, as well for rarely recurring engagements. 

54.  RSM Yes, we agree with the corresponding changes to Section 290 and that the provisions should be limited to assurance 
engagements “of a recurring nature”. 
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55.  SAICA Yes, we agree. 

56.  SCM Yes. 

57.  SMPC 
(IFAC) 

We have the same views as outlined to the other questions in respect of the corresponding changes to Section 291. We agree 
that the provisions should be limited to assurance engagements of a recurring nature. 

58.  Tuffias Yes. 

59.  William Buck We don’t have any issues with the proposed changes to Section 291; we do believe that the provisions should be limited to 
assurance engagements of a recurring nature. 

60.  WPK We agree with the proposed amendments in Section 291, especially the limitation to assurance engagements “of a recurring 
nature”. 

61.  ZICA We agree. 
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Question 14 
Do respondents agree with the analysis of the impact of the proposed changes? In the light of the analysis, are there any other 
operational or implementation costs that the IESBA should consider?  

# Respondent Respondent’s Comment 

1.  AAA SCAS As discussed above under Disagreement with Specific Provision of Paragraph 290.150A, while the proposal with respect to 
EP serving for part of the seven-year period was chosen by IESBA as being the least complex option, there may be other 
options not too difficult or costly to implement and which are reasonable and equitable.  We believe that a tiered approach as 
outlined above, or some version of it, is one such option. 

2.  ACCA The positive outcomes intended from the proposed changes are enhanced value of the audit derived from increased 
independence, and the public perception of increased independence. The opposing costs include those associated with 
compliance (particularly for smaller firms), continuity and audit quality, and clarity of the Code. We are concerned that the 
impact analysis is incomplete without due regard for audit firm rotation – a requirement in many jurisdictions, including 
throughout the European Economic Area. The costs associated with ‘layering’ personnel requirements over the requirements 
for audit firm rotation are difficult to anticipate. We suggest that, before doing so, the benefits of audit firm rotation are awaited 
and evaluated.  

The impact analysis set out within the consultation acknowledges the complexity of the proposed changes. This will 
significantly restrict the benefits, as smaller firms will find it disproportionately difficult to translate the requirements to their 
own situations. A regrettable cost of the proposed changes might be the exit of some firms from the PIE audit market. This 
would certainly not be in the public interest. 

3.  Altaf Noor 
Ali 

We generally agree with the impact analysis. We also fully appreciate the difficulty in harmonizing and balancing at times the 
conflicting goals and many perceptions. However, ethics is one thing that stands on its own feet and proves its worth by the 
way it is implemented.  

The proposed changes may be the “right balance” but its impact on the public perception is unlikely to “enhance the perception 
of stakeholders in the audit process” because of gaps, some of which we have attempted to point.  

The issue is that the topic is so sensitive that once buried it will only reappear on the horizon after a lapse of many years. 

4.  ANAN ANAN agrees with the analysis of the impact of the proposed changes and apart from the cost implication of the extensive 
partner rotation and sometimes cost of disruption in the audit team’s logistics due to the new composition, there seems no 
other notable cost that should be taken into consideration. 
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5.  APESB APESB has some concerns in respect of IESBA’s impact analysis and believes that the matters raised in APESB’s response 
to specific question 5 will have significant unintended consequences in certain jurisdictions, which IESBA’s impact analysis 
does not take into account. The proposed amendments will significantly impact audit firms resulting in increased operational, 
administrative and compliance costs associated with implementing and complying with the proposed changes. As no objective 
evidence has been provided that the proposed changes will lead to increased audit quality, in our view the uncertainty of the 
likely benefits do not justify these additional costs. 

6.  ASSIREVI While Assirevi appreciates the analysis relating to the impacts of the proposed changes, it would like to note the fact that said 
analysis does not appear to consider the new European rules and those of a number of countries that have recently 
implemented new requirements that go beyond those of the IESBA. 

7.  Auditor 
General NZ 

We disagree with aspects of the impact analysis. Perhaps the most significant assumption made by the IESBA, and that is 
not reflected in the impact analysis, is there was “little justification” for distinguishing between listed companies and PIEs in 
application of the rotation proposals. See page 10 of the Explanatory Memorandum. We would be interested in seeing the 
basis for this statement, as it certainly doesn’t hold true in New Zealand. This assumption has major implications for the 
application of the proposal in New Zealand, as we have discussed in our response to Question 5 above. 

8.  BDO We agree with the analysis of the impact of the proposed changes. We also agree with the potential issues for smaller firms 
caused by the increased cooling off period, but recognize that this has the greatest impact on the perceived threats to 
independence. 

9.  CAANZ  We disagree with the analysis. We do not believe there is evidence that the proposals support the public interest and we 
consider the potentially damaging outcomes to audit quality and the audit profession, particularly for smaller firms and 
competition, have not been appropriately understood or considered. 

10.  CAI Consistent with its earlier responses, AAC does not agree with the impact assessment in the following matters: 

• AAC has concerns that extending the general provisions to all individuals in the audit team will be unworkable and may 
represent a considerable risk to audit quality. 

• AAC considers that it is not necessary to extend the cooling off period for engagement partners on non-listed PIE audits 
to five years.  The Board itself recognizes that the proposals may “have a negative impact on audit firms, particularly 
smaller firms which have fewer audit personnel available to them” and AAC would also hold these concerns in terms of 
reducing the pool of qualified personnel within audit firms to carry out audit engagements for non-listed PIEs. 
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• AAC considers there would be an overly excessive cost to audit firms arising from the proposed prohibition on rotated 
out KAPs having any significant or frequent interaction with the client, irrespective of whether having such engagement 
would result in the KAP exerting a direct influence over the outcome of the audit. 

11.  CISPA Yes whilst noting that the robustness of auditor independence should lie more clearly with TCWG. 

12.  CNCC Please refer to our general comments up front. 

13.  CPA Aus As indicated in our responses above, we have not identified clear evidence that supports many of the proposals that stem 
from the key proposition to extend the cooling-off period for the engagement partner to 5 years.  The assumptions and 
conclusions that form the basis of these proposals are largely seeking to address perceived threats to auditor independence.  
Whilst we support the overarching goals of promoting and enhancing audit quality, objectivity and professional skepticism, we 
believe proposals to achieve these goals should be premised on clear verifiable evidence that the change is both positive and 
necessary. 

CPA Australia believes the proposal to increase the cooling-off period to 5 years could adversely impact the audit market and 
audit quality in Australia.  Factors that could give rise to these impacts include the 5 year time-on period for listed entity 
auditors, the geographical spread of audit clients around the country, the need for industry-specific auditor competencies (e.g. 
extractive industries) and a reducing auditor population.  It is our view that the proposals could result in mandatory firm rotation, 
particularly in the SMP market. 

14.  CPA 
Canada 

The IESBA has conducted a well-reasoned analysis of the possible impact of the proposed changes, including the assessment 
of the overall adverse impact for firms. However, it is not necessarily clear that there is sufficient anticipated improvement in 
the perception of independence to outweigh the impact. For example, one consequence of the change is the possible 
consolidation of small firms. If this also results in firms moving out of smaller communities, the ability to find practitioners may 
be impaired, and the cost of the engagements could increase if travel is required, etc. The potential need for small and medium 
firms to seek advice and assistance from outside the firm is another possible consequence that could impact the cost of 
engagements. 

15.  Crowe 
Horwath 

The analysis is fair and balanced. In the analysis, there is reference to the particular issues that face smaller firms that audit 
PIEs. Whilst it is important to promote and enhance audit quality and independence, in concluding upon these revisions to the 
Code, IESBA should be alert to these issues. The publication of practical guidance will assist smaller firms with addressing 
the impact of these changes. 
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16.  D A Hughes The analysis of the overall impact of proposed changes is generally not agreed. The IESBA has taken a “one-size-fits-all” 
approach to considering familiarity risk applied to the extremely broad range of circumstances in which both listed entities and 
PIEs operate. The rigor of the proposed changes may be appropriate for sophisticated multinational corporations, with mature 
governance and internal control processes, and which dominate both an audit firm and audit individual’s time and gathering 
of experience. However, they are unduly onerous for a majority of both listed entities and PIEs in Australia, where there has 
been insufficient consideration by IESBA of the contextual differences arising through their size, nature and complexity of 
operations. Further, there are external safeguards such as composition and expertise of the board and audit committee, 
including rotation of independent directors, which have not been adequately considered. In addition, the threats arising through 
the unconscious bias of audit firm alumni engaged by the client (whether on the board, or as audit critical employees) has not 
been considered at all. In my view, if the proposals are adopted as presented in this exposure draft, they will contribute to 
diminishing audit quality and result in further audit market concentration. 

17.  D S F 
Juvenal 

Yes, I agree with the analysis of the impact of the proposed changes, so I suggest for the Board, if agrees, consults local and 
regional regulators for to know about exceptions and key international regulators in relation the activity of labor in audit firms 
principally for small entities. 

18.  EYG We believe the Board has broadly considered the impacts that will likely result from the implementation of the proposals 
currently under consideration, but we believe the Board has underestimated the extent and potential challenges of the 
proposed provisions.  In particular, we believe that extending the rotation period will intensify resource constraints.  While 
such problems are particularly acute for SMPs, larger firms also encounter resource constraints due to limitations on mobility 
created by local certification requirements and language barriers.    

19.  FAR As mentioned above the European Union is implementing new legislation demanding audit firms to rotate after a number of 
years (the exact number is to be decided by each the Member State individually). This has not been considered in the impact 
analysis. 

20.  FEE We have no doubt that these changes will support the perceived independence, but we are not sure about the real impact 
that these changes will have on audit quality and on familiarity and self-interest threats. Any initiative with stricter rules will 
always have an effect on perception, for a short period and until the next time. 

21.  FKA Yes. There would be additional costs where reviews need to be done for new partners on PIEs where such reviews will be 
done by member bodies, thus not a direct cost for IFAC. This would be the case in medium size and small firms which may 
not have in place audit quality reviews 
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22.  FSR We do not agree in the analysis of the “Length of the cooling-off period”. 

No doubt, the suggested cooling-off period for engagements partners might support the perceived independence but mostly 
so by less informed stakeholders. Any initiative with stricter rules would actually have that effect – for a short period and “until 
next time it seems necessary to do something”. The alleged positive effect on audit quality and familiarity and self-interest 
threats are both unsubstantiated. It would be good advice to do some actual research into those issues – and not to make 
new stricter rules only based on the opinion of less informed stakeholders.   

23.  GTI We agree with the analysis of the impact of the proposed changes.   

24.  HKICPA We consider the proposed changes will increase compliance costs for audit firms. They will need to maintain more extensive 
partner rotation plans to ensure appropriate succession planning. The proposed extension of the cooling-off period and the 
prohibition to provide other professional services by the rotated engagement partner will significantly affect the SMP sector in 
particular as they generally have a smaller number of partners to rotate amongst. 

25.  ICAB Yes. IESBA can organize training regionally on updated Code of Ethics including the impact of proposed changes in the code. 
So, additional costs are relevant in such a case. 

26.  ICAG Yes. We agree with the impact analysis. No other operational/implementation costs under consideration. 

27.  ICAP These changes may affect the SMPs owing to their limited resources and concentrated expertise. They may cause hardship 
to SMP for compliance with the same. There do not appear other costs to be considered by IESBA. We agree with the analysis 
of impact of the proposed changes. This is, however, subject to our reservation stated in response to question 5. 

28.  ICAS The proposed changes are likely to improve the perceived independence of auditors at least amongst some stakeholders. 
However, it is difficult to assess the overall impact that they will have on audit quality, and indeed the actual impact such 
changes will have in relation to addressing any familiarity and self-interest threats. 

29.  ICAZ We agree with the analysis. 

No other operational or implementation costs that need to be brought to the attention of IESBA have been noted yet. 

30.  IDW We do not believe that views provide a sufficient basis for an impact analysis. Indeed the text is a very disappointing read, as 
it points out significant problems (factual and practical) and does not justify “ignoring” these other than with the argument of 
perceived independence. 

The IESBA should seek firm numbers in order to assess, in particular, the potential impact on SMPs who perform audits of 
PIEs, and take steps not to disadvantage this group; in addition, in many cases the costs may exceed the benefits for larger 



Compilation of Responses to Specific Questions 
IESBA Meeting (November/December 2015) 

 

Supplement B to Agenda Item 5 
Page 168 of 173 

# Respondent Respondent’s Comment 

audit firms auditing PIEs, given that there may be other safeguards that could be used beyond internal rotation and cooling 
off (refer to main comments). 

31.  IMCP We agree with the analysis of the impact of the proposed changes, but we would add the following: Consider the position that 
the CEI is the minimum requirement of international quality (eg, a 2 years cooling-off period), and therefore, the expectation 
is that all minimum requirements are reasonably achievable in practice by all Members States. And therefore the CEI should 
provide that in the case of the current discussed issue, as in many others, the Member States may establish more stringent 
requirements (eg, a 5 years cooling-off period), depending on the structure of professional firms and their companies they 
audit. 

32.  IPA We believe that the IESBA might not appreciate the difficulties that mandatory engagement partner rotation will have on SMP’s 
within counties like Australia.  The operational costs of quasi-firm rotation for both audit practitioners and clients alike will be 
substantial. 

Within Australia there are many mid-tier firms as well as SMP’s in large cities that also struggle to maintain more than one 
experienced audit partner and the changes to the long association rules as proposed will severely impact upon these firms. 

33.  IRBA We agree that the enhancements to the general provisions will improve audit quality and generally enhance confidence in 
auditing. It will also have a positive impact for clients and investors in that it significantly clarifies the auditor’s general 
obligations and considerations that they should make when approaching audit work. 

Increasing the cooling-off period for engagement partners will have a positive impact on audit quality as it will reduce the 
familiarity and self-interest threat for engagement partners and address perception concerns expressed by stakeholders 
regarding independence. 

34.  ISCA (See also the response to question 1) 

Furthermore, we are of the view that the IESBA should give more consideration to the practical challenges faced by the 
smaller audit firms when applying the proposed changes. With the proposed changes, the general provisions are now much 
more explicit and there is a stronger impetus to comply with the requirements. However, as explained in the following 
paragraphs, we foresee challenges in promoting the application of the changes among practitioners of smaller audit firms.  

In certain jurisdictions where audits are required for the majority of private companies, it is common for some of the smaller 
audit firms in these jurisdictions to have many long-standing clients. Typically, these clients are small private companies 
which prefer to work with auditors who are familiar with their business operations and with whom they have already 
established good working relationships. The long association of the audit personnel with these clients would also mean 
increased level of familiarity threat. However, given the small size of these firms, they are constrained by the number of 
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partners and staff available for rotation. This issue is more acute among the sole-proprietors. In Singapore, for instance, 
more than half of the audit firms are sole-proprietorships and it will be very challenging for these firms to comply with the 
proposed changes.   

Although paragraph 290.149A recommends the application of safeguards such as performing regular independent external 
quality reviews of engagements, this may not be practical for the smaller audit firms because finding suitably qualified 
external reviewers who are willing to undertake such reviews may be difficult. Even if qualified reviewers are available, the 
cost of engaging them may cause the audit engagement to be not economically viable. As such, it would appear that the 
audit firms may have to resign from audit engagement of some of their long-standing clients which would have an adverse 
impact on the firms’ revenue. This would make the revised Code harder to comply and to enforce.   

Essentially, it is at the discretion of the smaller firms to assess and determine whether such significant threats exist and 
what should be an appropriate cooling-off period. This begs the question of how independent and objective these 
assessments will be. The smaller firms may conveniently conclude that no familiarity threat exists and not do anything 
significantly different from the current situation, so as not to put them in a less competitive position. As such, stakeholders 
may be sceptical about the effectiveness of the proposed changes. 

Hence, we believe the IESBA should seriously consider the practical challenges of applying the proposed changes to the 
smaller audit firms. We trust that the IESBA will analyse the comments received on possible ramifications highlighted in this 
respect so that any major concerns raised are addressed before the proposal is made effective. It may also be worthwhile 
for IESBA to establish a platform for different jurisdictions to share how they are preparing their small and medium sized 
practices (SMPs) for the changes. 

In the meantime, we suggest that the IESBA shares the views, if any, obtained from the benchmarking exercise, meetings 
with stakeholders and e-survey of stakeholders carried out, on the ramifications affecting SMPs, to generate greater 
awareness and debate in this particular area.  

We also urge the IESBA to consider the different risk profiles of PIEs and non-PIEs. Inherently, PIEs have a higher degree 
of public interest risk compared to non-PIEs. This may warrant different approaches to be adopted for PIEs and non-PIEs in 
terms of requirements to avoid and safeguard against familiarity threat. 

35.  J T Giraud I agree with the analysis. As to other operational or implementation costs that the IESBA should consider, for example, the 
audit firms should: 

• set up a plan of contingency. According to this plan, two potential KAP should participate in a final meeting of an audit 
during the time-on period of a current KAP, 
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• implement a system to follow all members of audit team in the view of respecting the changes recommended, 

• perform an information and sensitization campaign on the recommended changes intended for their personnel. 

36.  JICPA We support this revision with the exception of the following: 

The impact of the proposed effective date is not described. However, it should be clearly described and explained. The 
proposed effective date is too early to apply the revised provisions to our jurisdiction in a practical manner because of the 
reasons expressed in the introductory paragraph of this comment letter. Therefore, we propose that the provisions in 
paragraphs 290.150A and 290.150B be effective for the audits of financial statements for years beginning on or after 
December 15, 2019. 

37.  Keith Reilly No. The IESBA should acknowledge that it is requiring audit firm rotation where an audit office has less than 4 audit partners, 
and justify why this does not apply to larger (i.e. more than 4 audit partner) audit firms. Yes. This proposal is audit firm rotation 
by stealth on less than 4 audit partner offices. 

Yes. This proposal is audit firm rotation by stealth on less than 4 audit partner offices. 

38.  Kreston 
International 

The impact analysis would appear appropriate and comprehensive. 

39.  Malta We think that the proposed enhancements to the general provisions in section 290 provide useful guidance for identifying and 
evaluating familiarity and self-interest threats created by long association. However we maintain that the Board should limit 
the application of this section to senior personnel alone and not to the entire audit team. 

40.  MICPA Yes, MICPA agrees. 

41.  NASBA We are concerned about the impact of the general provisions on small audit firms that work in small markets.  Many of these 
firms may have difficulty engaging a competitor to perform an external quality review.  Consequently, we believe that it is 
important to clarify how a regular external peer review of an engagement, conducted in accordance with published peer 
review standards, could serve as an external quality review.  Nevertheless, we also concluded that general provisions are in 
the public interest and they will improve audit quality.  

42.  Nexia 
Australia 

In our opinion, consideration of the potential impacts of the proposals has been understated by the IESBA.   

Large audit firms will often have more than 10 audit partners in a single office and can easily adopt and apply the IESBA’s 
proposals without undue cost or effort.  However, some smaller and mid-tier audit practices already have to deal with the 
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additional cost and administrative burden of seconding the assistance of audit partners from other offices in order to comply 
with the current auditor rotation rules.   

Adding to this cost and complexity will be a significant burden to those firms and, in some cases, may effectively lead to audit 
firm rotation.   

In our opinion, such an outcome would be myopic and not in the best interest of the audit profession or the clients we serve.  

In our opinion, the IESBA should carefully consider the impact of the proposed changes on audit firms outside the six global 
networks of Large Firms and the potential consequences on competition in local markets. 

43.  Nexia 
International 

In our opinion, consideration of the potential impacts of the proposals has been understated by the IESBA. 

Large audit firms have sufficient audit partners to easily adopt and apply the IESBA’s proposals without undue cost or effort. 
However, some smaller and mid-size audit practices already must deal with the additional cost and administrative burden of 
seconding the assistance of audit partners from other offices in order to comply with the current auditor rotation rules. 

Adding to this cost and complexity will be a significant burden to those firms and, in some cases, may effectively lead to audit 
firm rotation. 

In our opinion, such an outcome is not in the best interest of the public or the clients we serve. 

In our opinion, the IESBA should carefully consider the impact of the proposed changes on audit firms outside the global 
networks of large firms and the potential consequences on competition in local markets. 

44.  NZAuASB No, the NZAuASB does not agree with the impact analysis.  

In New Zealand, extending the cooling-off period is likely to add significant supply demands which will have a negative impact 
on audit quality. The NZAuASB does not believe there is sufficient evidence that the proposal to extend the cooling-off period 
to five years supports the public interest in jurisdictions like New Zealand. The NZAuASB considers the impact of the proposal 
on audit quality in such jurisdictions has not been adequately considered.  

The NZAuASB agrees that the enhancements to the general provisions will improve audit quality, the application of the 
principles in practice and therefore generally enhance confidence in independence.  

The NZAuASB agrees that having a different cooling-off period for the engagement partner and other KAPs adds complexity 
for firms but considers that should the proposal proceed this is appropriate and recognises that the alternative approach would 
add even further pressure to supply.  
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The NZAuASB considers that should the proposals  proceed, requiring a five year cooling-off period for a partner that has 
acted as engagement partner at any time during the seven year period is excessive and adds unnecessary supply constraints, 
as outlined in response to question 8. 

45.  Pitcher 
Partners 

N.A. 

46.  PKF We agree with the analysis in as far as our comments above do not change the proposals. A reconsideration of the impact 
may be necessary if the IESBA makes significant changes to the proposals. 

47.  PwC Please refer to our responses to the specific questions above with respect to the analysis of the impact of the proposed 
changes as well as the operational and implementation related considerations. As indicated we are not persuaded that the 
costs of the proposals (not just financial consequences but also the impact on careers and the loss of expertise and experience 
which could impact audit quality) are outweighed by the benefits such changes would bring in reality.  We do believe that the 
proposals create risks to the delivery of quality audits performed by skilled people in a profession that is attractive and well 
regarded. 

48.  RSM Yes, except for the impact analysis with respect to Engagement Partner for Part of the Seven-Year Period for the reasons 
given above. 

49.  SAICA Yes, we agree but we would also like to inform the IESBA of the impact of local legislation which have not been considered 
where the engagement partner is required to rotate after five years and the effect thereof will be that three engagement 
partners would be required within a period of ten years. 

50.  SCM In considering the potential implementation costs of the proposed changes, AOB recommends that the IESBA should also 
consider the potential additional costs of engaging audit partners and / or personnel with the relevant industry experience.  

With the enhanced and strengthened restrictions, as well as the existing limited expertise to provide technical consultations, 
certain jurisdictions may face challenges in meeting the immediate resources needs of the respective firms, particularly where 
an expert view is required. Such firms would thus need to urgently look into alternatives such as engaging other firms within 
the network and / or otherwise to obtain the view of audit personnel with the relevant industry experience which may or may 
not be cross-jurisdictional in nature.  

In view of the above, it may be advisable to be mindful that the introduction of the proposed changes may well result in an 
overall increase in the cost of compliance and regulation on a global basis as an unintended consequence. 
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51.  SMPC 
(IFAC) 

We do not agree with all of the analysis of the impact of the proposed changes. We note the ED acknowledges that the length 
of the cooling off period may have a negative impact particularly on smaller audit firms, which have fewer audit personnel 
available to them. However, as we highlighted in our response to question 5 above, there is no empirical evidence which 
suggests that a longer cooling-off period would serve to improve audit quality.  

The argument that the adverse impact for firms from restrictions on activities during the cooling-off period is outweighed by 
the anticipated improvement in the perception of independence by stakeholders also appears somewhat dismissive having 
recognized that there could be an overall adverse impact. In our view, the perception of independence is not a sufficient 
reason to make the changes and a more thorough impact analysis should be undertaken. This should include the number of 
SMPs who perform audits of PIEs to assess the potential impact of the proposals and take steps not to disadvantage this 
faction, giving that there may be other safeguards that could be used beyond internal rotation and cooling-off. 

52.  Tuffias NO – high cost for SMPs. 

53.  WPK We do not agree with IESBA´s analysis of the impact of the proposed changes:  

The total EU comprises (according to a survey conducted by the Federation of European Accountants (FEE) in October 2014) 
nearly 28,000 PIEs, thereof nearly 7,000 listed entities. Any changes regarding the rotation period should be put in balance 
with the need for continue, experience and knowledge of the clients business and therefore the audit quality. Any additional 
burden to the audit firm or to the individual auditor is accompanied by an increase in costs and disruptions to the client. 

The proposed amendments are not likely to bring incremental benefits to the audit quality or to the trust in the independence 
of the auditor, and the effects of these amendments must be carefully considered in advance. It is not obvious that IESBA 
considered this vast amount of audit clients and audit firms in the EU which would be affected by the proposed amendments.  

Against this background we cannot conclude that the impact assessment is carefully carried out with a sense of proportion. 

 


