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Long Association—Issues Paper 

I. Background 

September 2013 IESBA Discussion 

1. At the September 2013 meeting, the Board considered the findings from the project research and the 

Task Force’s (TF’s) preliminary recommendations regarding the identified issues. Among other matters, 

the Board agreed the following: 

 While the project does not address the topics of mandatory tendering and firm rotation, 

developments relating to these topics should be closely monitored as any provisions developed 

by the TF should provide a reasonable and robust alternative to those proposals. 

 The overall framework and general principles currently contained in paragraph 290.150 (see 

Appendix 1) that apply to all audit engagements should be strengthened. 

 It would not be appropriate for those charged with governance (TCWG) to approve decisions 

regarding rotation of engagement team members. However, consideration should be given to 

whether guidance on communicating with TCWG on these issues should be improved. 

 The rotation requirements that apply to key audit partners (KAPs) on the audits of public interest 

entities (PIEs) remain appropriate and should not be extended to other individuals. However, 

consideration should be given to:  

o Whether enhanced guidance can be provided within the general framework regarding 

individuals (other than KAPs) who may also have direct influence on the audit, e.g., 

managerial staff. 

o Whether the amount of time served by managers and other partners on the audit prior to 

becoming a KAP should be taken into account with respect to considering the total length 

of time served. 

 The current two-year cooling-off period appears too short and consideration should be given to 

whether a longer cooling-off period might be more appropriate. 

 With respect to an individual who has rotated off an audit engagement, it would not be 

appropriate for that individual to be involved in any roles or activities that could influence the 

outcome of the audit. Additionally, any other involvement of the individual with the audit client 

during the cooling-off period should be very limited. 

 The current provisions relating to exceptions to the rotation requirement remain appropriate and 

should not be amended. 

 The mandatory rotation requirements in the Code should not be extended to audits of non-PIEs. 

October 2013 IESBA CAG Teleconference 

2. In October 2013, the CAG convened over teleconference to consider the findings from the project 

research and the TF’s preliminary recommendations regarding the identified issues, as well as the 

outcome of the September 2013 Board discussion. In brief, comments from CAG representatives 

included the following: 



Long Association – Issues Paper 

IESBA Meeting (December 2013) 

 

Agenda Item 6-A 

Page 2 of 14 

 Four CAG representatives indicated that, if enhancing the long association provisions in the 

Code, it would be important to focus on the key principles rather than detailed rules. 

 Two CAG representatives were of the view that concerns regarding long association with an audit 

client also apply to non-partners on an audit. In addition, one CAG representative expressed a 

view that familiarity threats may be created by individuals within the audit firm who are not part of 

the engagement team. 

 With respect to the exception provisions in the Code, a view was expressed that all exceptions 

should be removed from the Code. Others, however, felt that situations could exist, notably when 

the audit client is transitioning through an IPO or a major restructuring such as a merger, where 

the availability of an exception would allow for stability and a smoother transition process in 

relation to the audit that could add to audit quality. Two CAG representatives expressed 

agreement with the suggestion in the International Organization of Securities Commissions’ 

(IOSCO’s) comment letter to the January 2013 IESBA strategy survey that the current extension 

in paragraph 290.154 (see Appendix 3) should be shortened to one year from two years. 

 Two CAG representatives were of the view that during the cooling-off period, an individual should 

have a minimal amount of interaction with the audit client and should not be permitted to engage 

in any activities that could affect the audit outcome. In addition, a CAG representative expressed 

a view that it would be beneficial to have principles around permissible activities during the 

cooling-off period, as opposed to rules dictating roles that are permissible and not permissible. 

 Four CAG representatives were of the view that the current cooling-off period is too short and 

should be increased. 

 Three CAG representatives were of the view that while TCWG should not be tasked with 

authorizing rotation decisions, there would be benefit in having more guidance in the Code 

regarding communications between TCWG and the auditor on this matter. 

 Two CAG representatives questioned the degree to which the public interest had been 

considered in the research performed and taken into account by the TF when developing the 

proposals that were presented at the September 2013 IESBA meeting. 

 One CAG representative was of the view that the time-on period could be reduced to five years. 

 Four CAG representatives were of the view that mandatory rotation requirements were not 

necessary for non-PIEs. 

How the Project Serves the Public Interest 

3. The project serves the public interest as long association of personnel on an audit engagement with an 

audit client or audit team can impact objectivity and professional skepticism, which in turn are important 

contributors to audit quality. The independent auditor constitutes the principal external check on the 

integrity of financial statements. Hence, the length of the auditor’s relationship with the audit client 

becomes a very visible factor when evaluating the auditor’s independence of mind and in appearance. 

It is acknowledged that a perception issue exists with respect to the long association, particularly as the 

length of time an individual may serve an audit client in a KAP role may be 14 out of a total of 16 years. 

It is therefore important, and in the public interest, for the Board to consider whether the provisions 

remain appropriate for addressing the threats arising from long association.  
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4. The issues involved are complex and interwoven. The factors that give rise to threats to independence 

may also be factors that contribute to audit quality. These could include knowledge of the audit client 

and knowledge of the audit client’s operations and continuity of personnel. In addition, while some 

stakeholders call for mandatory requirements to be strengthened, it is also recognized that arbitrary 

requirements can create unintended hardship on companies when rotations are forced to occur at times 

of change or transition.   

Potential Structural Changes Affecting the Profession 

5. The TF has kept a watching brief on certain global developments regarding potential new rules and 

regulations being contemplated on audit firm rotation and mandatory retendering, notably: 

 The UK Competition Commission (CC) has introduced an obligation for the UK’s 350 largest 

listed companies to put their statutory audit out to tender at least every ten years. This differs 

from guidance introduced by the UK Financial Reporting Council (FRC) in 2012, which 

encouraged companies to go to tender on a ‘comply or explain’ basis. In addition, the CC is due 

to propose measures to increase the role of TCWG, and hence reduce the influence of 

management, in several areas relating the role of the auditors.   

 Deliberations continue in the European Union regarding audit regulation, showing diverse and 

wide ranging views on appropriate rules. The European Union Council of Ministers has backed 

proposals to introduce a ten-year limit on the same audit firm serving a PIE, which can be 

extended to 15 or 20 years in certain circumstances.  

The European Parliament currently has recommended a mandatory 14-year rotation cycle for 

PIEs that can be increased to a 25-year maximum with tendering and joint audits.  

The decision by the Council of Ministers opens the way for trilogue negotiations on reform of the 

audit market between the Council of Ministers, the European Commission and the European 

Parliament.   

6. The TF does not consider that the Board needs to await the outcomes of these or other deliberations on 

mandatory retendering or firm rotation in order to progress this project. However, the TF continues to 

monitor the developments to ensure that it understands and takes into account the public interest 

concerns underlying the debates, and also considers how it can provide a reasonable and robust 

alternative to these proposals. 

II. Significant Issues 

A. Strengthening of Overall Framework and General Principles for All Audits (General provisions) 

7. The TF proposes adding clearer and more detailed principles and guidance to the overall framework 

currently contained in paragraph 290.150 (General Provisions) for application to all audit engagements. 

The TF has taken into consideration that: 

 The framework in 290.150 should provide robust principles applicable to all audit clients. 

 While over-familiarity can adversely affect audit quality, it should also be recognized that a degree 

of familiarity and understanding of the client (its business and financial performance, operations 

and strategies) is an important contributor to audit quality. 
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 At the September 2013 Board meeting, Board members expressed views that:  

o It would be helpful to provide greater clarity regarding how self-interest threats can be 

created from long association. 

o There would be benefit in providing additional guidance to assist in evaluating the 

significance of familiarity and self-interest threats arising from long association. 

o There would also be benefit in providing additional guidance regarding the application of 

rotation as a potential safeguard with respect to all audit clients, not just PIEs. 

8. The TF proposes adding significantly to the guidance in the current 290.150 “General Provisions” 

section as follows:   

 In addition to explaining that familiarity threats may impact objectivity and professional skepticism, 

acknowledging that a level of familiarity with an audit client’s operations is important to audit 

quality. 

 Explaining separately how familiarity and self-interest threats may be created in the context of 

long association. Whilst the current provisions refer to the creation of familiarity and self-interest 

threats by using the same personnel on an audit engagement over a long period of time, they do 

not explain how such threats might be created. The TF proposes additional wording indicating 

that self-interest threats 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 relationship with the client’s 

management.  

 Providing additional factors to be considered when evaluating the significance of the threats 

created by long association.  

In developing the list of factors relating to an individual, the TF considered the direction given by 

the Board at the September 2013 meeting. The Board indicated a need to enhance guidance, 

within the general framework of the Code, to clarify that long association of all individuals able to 

influence the audit outcome, including managerial staff, should be considered when evaluating 

threats to independence. 

To assist in evaluating the significance of the threats, the TF recommends separately presenting 

examples of factors relating to an individual, and those relating to the audit client. This would help 

emphasize the importance of taking into account factors such as an individual’s role, length and 

closeness of relationship with the client and his or her ability to influence the audit. It would also 

assist in highlighting factors to be considered that relate specifically to the audit client, such as 

changes in structure or management, which could impact the significance of the threats. 

 Recognizing that factors should be considered both individually and in combination. The 

interaction of different factors, or changes in the significance of particular factors, can both reduce 

and increase the threat. 

 Providing additional examples of safeguards that can be applied to reduce or eliminate the threat, 

both at an individual engagement level and more generally. 

 Providing more guidance on the use of rotation as a safeguard. The current provisions identify the 

rotation of senior personnel as a possible safeguard. They are, however, silent as to how rotation 

could be considered and applied other than in the context of PIEs. The TF recommends setting 
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out that in certain situations a firm may conclude that the threats are so significant that rotation of 

an individual is the only appropriate safeguard. In the situation where rotation is applied as a 

safeguard, the TF also concluded that it was important for the provisions to set out a minimum 

time for the individual to cool off before they could return to the audit engagement. The TF 

recommends that when rotation is the only available safeguard, the firm be required to determine 

an appropriate period, of at least one year, during which the individual shall not participate in the 

audit engagement or exert influence on the outcome of the audit.  

Matter for Consideration  

1. Do IESBA members agree with the TF’s proposals above? 

B. Involvement of TCWG  

9. The TF considered directions from the Board and the CAG to consider whether guidance on 

communicating with TCWG on independence matters related to long association should be improved. 

10. The TF believes that, while there may be a benefit in providing further guidance on improving 

communication between the auditor and TCWG, the issue should be considered in the context of the 

Code as a whole and is not specific to long association. The Code already encourages regular 

communication between the auditor and TCWG on matters thought to bear on independence (see 

Appendix 2). Additionally, based on feedback from research performed near the inception of the long 

association project and discussion at the September 2013 Board meeting, the TF believes that 

appropriate communication between the auditor and TCWG already takes place with respect to senior 

personnel assigned to the audit engagement, particularly partners. Accordingly, the TF believes that if 

further guidance is required regarding communication with TCWG, it should not be added only in 

relation to the long association provisions. 

11. However, the TF did consider whether it would be appropriate for TCWG to play a role in relation to the 

application of the exception provisions. The TF considered extant paragraphs 290.152, 290.154 and 

290.155 (see Appendix 3) and whether the auditor should be required to communicate with TCWG with 

respect to the application of these provisions. 

12. Extant paragraph 290.152 [proposed paragraph 290.153] provides that a KAP may remain on an audit 

engagement for an extra year after the mandatory rotation requirement due to “unforeseen 

circumstances outside the firm’s control,” provided safeguards can be applied to eliminate, or reduce, 

the familiarity threat. As this provision permits an exception to the rotation requirement, the TF 

considers that the firm should be required to discuss with TCWG the reasons that the planned rotation 

cannot take place and the safeguards that will be applied. Accordingly, the TF proposes to amend 

paragraph 290.152 by adding a requirement to discuss the issue with TCWG. 

13. With respect to paragraph 290.154, the TF notes that in contrast to extant paragraph 290.152, which 

allows an exception to the rotation requirements, this exception is solely a transitional provision that 

sets out how years of services should be calculated when an audit client becomes a PIE. This is not 

only to ensure that prior time served is taken into account in determining the timing of the rotation, but 

also to permit a degree of flexibility that would prevent auditor rotation occurring when the client is also 

experiencing a period of transition. The TF therefore believes that additional provisions regarding 

communication with TCWG are not necessary with respect to this provision. 
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14. Paragraph 290.155 allows an exception to the rotation requirements in the case that rotation is not an 

available safeguard. However, the TF does not believe that additional provisions regarding 

communication with TCWG are needed with respect to this paragraph, as an individual may only 

remain a KAP for more than seven years, in accordance with this exception, if a regulator has provided 

an exemption in the relevant jurisdiction. 

Matter for Consideration  

2. Do IESBA members agree with the TF’s proposals above that: 

(a) Additional provisions are not required regarding communicating with TCWG specifically in respect 

of independence matters related to long association? 

(b) The firm should be required to discuss with TCWG any additional time to be served by a KAP in 

accordance with extant paragraph 290.152? 

C. Taking Into account Time Served by Other Partners and Senior Personnel Before Becoming a 

KAP on the Audit of a PIE 

15. The Board agreed that mandatory rotation requirements should not apply to individuals other than 

KAPs with respect to audit engagements for PIEs. Both the Board and CAG representatives expressed 

views that there are individuals on the engagement team, other than KAPs, who could influence the 

audit outcome. Hence, the nature of the roles and relationships of these individuals, before they 

become KAPs, should be considered in assessing the overall familiarity and self-interest threats that 

may be created by their long association with the audit client. The TF was thus asked to consider 

whether the time served by an individual on an audit engagement, prior to becoming a KAP, should be 

considered when determining the total length of time that individual should serve on becoming a KAP. 

16. The TF considered whether it would be appropriate to set a limit on the overall period of time an 

individual should be able to serve the audit client as a KAP if they had previously served on the audit 

engagement in other roles. It was discussed that the influence an individual is able to exert on the 

outcome of the audit engagement, and the threats created, would be dependent on numerous factors 

(e.g., the size of the audit firm, the size of the audit client, the size of the engagement team, the nature 

of the role or roles performed and the time spent in the role or roles.) It would therefore be arbitrary to 

try to identify a point when the “clock should start,” as regards when a non-KAP begins to exert a level 

of influence over an audit such that those years of service should decrease the amount of time they are 

able to serve as a KAP. Hence, the TF does not recommend implementing a fixed total term after which 

an individual would be required to cool-off even if they had not yet served seven years as a KAP.  

17. The TF proposes instead to outline the principle that the roles undertaken and the overall length of the 

individual’s association with the audit engagement, should be taken into consideration when evaluating 

the threats created by the individual’s long association with the client. That is, though an individual shall 

not be a KAP for more than seven years, the period after which rotation is appropriate may be 

evaluated as less than seven years, if the general framework principles are applied to consider the 

threats. Accordingly, the TF proposes adding guidance to the provisions for audit clients that are PIEs 

to clarify that there may be situations where familiarity threats are so significant that it is not appropriate 

for a KAP to continue in that role even if the length of time served as a KAP is less than seven years. 
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18. The TF also proposes that the provisions outline that consideration be given to the significance of the 

threats created by the long association of an individual, other than a KAP, with an audit client that is a 

PIE. The strengthening of the framework in the General Provisions, together with these proposed 

paragraphs, means that the TF is recommending deleting extant 290.153 as the contents of that 

paragraph are now contained elsewhere.  

Matter for Consideration  

3. Do IESBA members agree with the TF’s proposals above? 

D. Duration of Cooling-Off Period – PIEs 

19. The TF recognizes that a perception issue has been raised by some stakeholders with respect to a 

seven-year time-on period in conjunction with a two-year cooling-off period, as it allows the possibility of 

a KAP to serve for 14 out of 16 years on an engagement if the individual were to go back on the audit 

(which in many cases would not be the case since the new KAP would be eligible to serve seven years 

himself or herself.) 

20. The rotation requirements are aimed, in large part, at ensuring that there is a “fresh look” with respect to 

the audit client and its financial reporting. Therefore, when a KAP is required to rotate off an audit 

engagement, the individual should be required to be away from the audit long enough to ensure that the 

individual does not exert influence over the engagement team, nor influence the outcome of the audit.  

21. At the September 2013 Board meeting and October 2013 CAG teleconference, majority views were 

expressed that the current cooling-off period of two years was too short. The TF considered the 

alternative options for extending the cooling-off period, recognizing that the time-on period would 

remain at seven years. 

22. The TF considered that an increase in the cooling-off period by one year may be seen as doing little to 

address the perception issue, noted above, as an individual could potentially be a KAP on the audit of a 

PIE for 14 out of 17 years. Conversely, a three year cooling-off period would ensure that the KAP is 

actually away from the audit for at least two full audit cycles.  

23. The TF also considered a four-year (or longer) cooling-off period. However, the TF could not find a 

logical argument for recommending such a period for all KAPs on all PIEs. In particular, few 

jurisdictions have implemented a four-year cooling-off period. 

24. The TF noted comments, from Board members and CAG representatives, about considering having a 

five-year cooling-off period, which is the approach in many jurisdictions. However, the benchmarking 

survey shows that the majority of jurisdictions that have stricter cooling-off requirements than the Code, 

have them only in respect of Lead Audit Engagement Partners (LAEPs) and Quality Control Review 

partners for listed companies. The Code’s requirements are much broader, as they apply to all KAPs for 

all PIE audit engagements.   

25. The TF considered the possibility of having different cooling-off periods for different types of KAPs, for 

example, whether a longer cooling-off period could be considered specifically for the LAEP. However, 

after consideration, the TF felt that implementing different cooling-off periods for different types of KAPs 

would likely result in unnecessary complication. It would create another layer of burden and confusion, 

especially when overlaid with jurisdictional requirements that differ from the Code. It would thus be 
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more appropriate to continue the existing approach of a common cooling-off period for all KAPs, with 

respect to PIE audits. 

26. On balance, the TF felt that a cooling-off period of four years or more would be excessive if applied to 

all KAPs for all PIEs. Taking into account the various considerations set out above, the TF believes that 

a three-year cooling-off period, in conjunction with enhanced restrictions on permissible activities during 

the cooling-off period (see next section) would be the most suitable approach to addressing concerns 

expressed about the inadequacy of the current two-year cooling-off period.  

27. In order to ensure the rotated individual in fact “cools-off,” the TF proposes combining an increase in 

the cooling-off period with restrictions on the relationship that the rotated individual can have with the 

audit client and engagement team during the cooling-off period. This combination of approaches would 

ensure that the incoming KAP is free from the influence of the outgoing KAP, for a sufficient period of 

time to allow the incoming KAP to cast a “fresh look” over the audit.  

Matter for Consideration  

4. Do IESBA members agree with the TF’s proposals to extend the cooling off period to three years? 

E. Permissible Activities During the Cooling-Off Period   

28. As stated above, the rotation requirements are aimed in large part at ensuring that there is a “fresh 

look” with respect to the audit client and its financial reporting. Therefore, limiting the relationship during 

the cooling-off period between the rotated KAP and the audit client and engagement team is important. 

If, during his or her cooling-off period, the rotated KAP assumes a role that allows the individual to 

directly influence the audit or the new KAP, or he or she has a high level of contact with audit client 

management and TCWG, it could be argued that the objective of having an independent fresh look will 

not be achieved and the outgoing KAP will not have cooled-off.  

29. The TF considered the nature of the involvement, if any, that the rotated individual should be permitted 

to have with the audit client during the cooling-off period.  The TF specifically considered whether it 

would be acceptable for the rotated individual to continue to be involved with the client even if he or she 

no longer participated in the audit engagement, for example, by providing non-audit services or acting 

as the partner responsible for leading or coordinating the firm’s professional services to the audit client 

or overseeing the firm’s general relationship with the audit client. 

30. At the September 2013 Board meeting, the Board agreed that the rotated individual should not continue 

to be involved in the audit nor be able to influence the audit and, in addition, the individual should be 

permitted only to have minimal contact with the audit client in any other role. This was due to the threat, 

or at least a perception, that the individual could continue to influence the outcome of the audit if he or 

she had significant ongoing contact with the client. 

31. The TF agreed that the rotated individual should not be able to directly influence the outcome of the 

audit. However, the TF also considered that it would be problematic if the provisions simply stated that 

the individual could not be a member of the “audit team” during cooling-off. This would mean that a KAP 

would not be able to cool-off if he or she were also the audit firm’s Senior Managing Partner (Chief 

Executive or equivalent) or the Partner in Charge of the audit function. These individuals are caught in 

(b)(i) under the Code’s definition of “Audit team” (see Appendix 4). 
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32. The TF therefore proposes that during cooling-off, the rotated individual be prohibited from being a 

member of the engagement team or providing quality control for the audit engagement; and consulting 

with the engagement team or the client regarding technical or industry-specific issues, transactions or 

events affecting the audit engagement. This includes all other elements of the definition of “Audit team” 

in the Code included under (a), (b)(ii) and (b)(iii).  

33. Several stakeholders noted in the surveys undertaken by the TF that it would be useful to clarify the 

extent to which the rotated KAP could answer questions during the cooling-off period with respect to the 

prior year’s audit. The TF agrees that it would be potentially detrimental to audit quality to not allow 

such consultation to occur. Therefore, the TF proposes that limited discussions with the engagement 

team be permitted, provided they are concerning work undertaken or conclusions reached in the 

previous year and where such information remains relevant to the current audit. This would allow an 

appropriate balance to be struck between facilitating the partner transition and bringing a fresh look to 

the audit and the relationship. 

34. The members of the TF had varying views regarding an acceptable level of contact, outside the audit 

engagement, between a rotated KAP and an audit client during the cooling-off period. The TF agreed 

that it would be impractical to ban all contact between the rotated individual and the client during 

cooling-off, as there could be situations where some form of contact could potentially occur, for 

example, at social occasions. It was also considered unnecessary to ban all contact, as the principle 

behind the cooling-off period is to prevent the individual from being able to continue influencing the 

audit or the new KAP. Banning all contact is an extreme that is not required to achieve this.   

35. The TF then considered the extent to which the rotated individual should be permitted to be involved in 

the provision of other services to the audit client during the cooling-off period, if such services were 

unrelated to the audit. Some TF members initially considered that only non-audit services that could 

impact the audit should be prohibited. The TF debated whether to allow “one-off” or “ad hoc” services. 

Such roles would not reasonably allow the individual to influence the outcome of the audit, nor allow the 

individual to have a recurring level of contact with audit client management and TCWG. However, the 

TF also recognized that it would be difficult to adequately define how the concepts of “one off” and “ad 

hoc” could be applied over the length of the cooling-off period.  

36. It was recognized that any continuing contact, between a rotated individual and the audit client, could 

be perceived as allowing the individual to have continued influence on the audit and prevent them from 

fully cooling-off from the engagement. The TF concluded that the appropriate approach was to propose, 

as a general principle, that the individual not be permitted to participate in the provision of services, 

including non-assurance services, to the audit client during the cooling-off period. The TF also proposes 

that this restriction apply to services provided to related entities over which the client has direct or 

indirect control.  

37. The TF noted, however, that there could be situations where the rotated individual has specialist 

knowledge in a particular area, such as specialist technical or industry expertise, and it should be 

permissible to share this knowledge with engagement teams and audit clients, provided it is generic 

and non-client specific, e.g., perhaps through training, or consultation with respect to technical or 

industry specific issues that do not affect the audit engagement. Therefore, while prohibiting 

involvement by the rotated individual in the provision of non-assurance services, the TF proposes to 

make a limited exception in relation to the provision of services of a generic and non-client specific 

nature.  
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38. Finally, the TF considered whether the rotated individual should be permitted to have a role during the 

cooling-off period where he or she would have regular or ongoing contact with the client’s senior 

management or TCWG, for example, as the partner responsible for leading or coordinating the firm’s 

professional services to the audit client or overseeing the firm’s general relationship with the audit client 

(sometimes referred to as the “relationship partner”). The TF took into account the views of the Board, 

the CAG representatives, and several stakeholders in the surveys, that the contact between the rotated 

individual and the audit client during the cooling-off period should be very limited, and that the rotated 

individual should not be in a position where they would be, or perceived to be, able to influence the 

outcome of the audit. The TF concluded that a rotated partner should not play a role that involves 

responsibility for maintaining ongoing relationships and overseeing the provision of services to an audit 

client; as it would involve contact with the audit client’s management, TCWG and the audit team and 

could be perceived as being able to influence the outcome of the audit. The TF has therefore proposed 

that the rotated individual not be permitted to have regular or ongoing contact during the cooling-off 

period with the audit client’s senior management or TCWG, other than in a limited and social context.  

39. By adopting the above proposed changes to extant paragraph 290.151 [proposed paragraph 290.152], 

the rotated individual will be limited to the following contact with the audit client or engagement team 

during the cooling-off period:  

 Provision of services of a generic and non-client specific nature. 

 Limited discussions with the engagement team concerning work undertaken or conclusions 

reached in the previous year where this remains relevant to the audit. 

 Interaction with senior management and TCWG of the audit client in limited and social context 

only.  

40. The TF believes that the proposed restrictions on the activities that can be undertaken by the rotated 

individual during the cooling-off period, together with the proposed increase in the cooling-off period to 

three years, would adequately strengthen the Code’s provisions. The proposals would ensure that a 

sufficient period transpires in which the rotating individual is not in any position to continue to influence, 

or be perceived to influence, the audit engagement or new KAP, thereby ensuring a “fresh look” on the 

audit. 

Matter for Consideration  

5. Do IESBA members agree with the proposed restrictions on the activities can be undertaken by an 

individual during the “cooling-off” period? 
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Appendix 1 

Extant Paragraph 290.150 

290.150 Familiarity and self-interest threats are created by using the same senior personnel on an audit 

engagement over a long period of time. The significance of the threats will depend on factors such 

as: 

 How long the individual has been a member of the audit team; 

 The role of the individual on the audit team; 

 The structure of the firm; 

 The nature of the audit engagement; 

 Whether the client’s management team has changed; and 

 Whether the nature or complexity of the client’s accounting and reporting issues has 

changed. 

The significance of the threats shall be evaluated and safeguards applied when necessary to 

eliminate the threats or reduce them to an acceptable level. Examples of such safeguards 

include: 

 Rotating the senior personnel off the audit team; 

 Having a professional accountant who was not a member of the audit team review the 

work of the senior personnel; or 

 Regular independent internal or external quality reviews of the engagement. 
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Appendix 2 

Extant Paragraph 290.28 

290.28 Even when not required by the Code, applicable auditing standards, law or regulation, regular 

communication is encouraged between the firm and those charged with governance of the audit client 

regarding relationships and other matters that might, in the firm’s opinion, reasonably bear on 

independence. Such communication enables those charged with governance to: 

(a) Consider the firm’s judgments in identifying and evaluating threats to independence,  

(b) Consider the appropriateness of safeguards applied to eliminate them or reduce them to an 

acceptable level, and  

(c) Take appropriate action.  

Such an approach can be particularly helpful with respect to intimidation and familiarity threats. 

  



Long Association – Issues Paper 

IESBA Meeting (December 2013) 

 

Agenda Item 6-A 

Page 13 of 14 

Appendix 3 

Extant Paragraphs 290.152 and 290.154-155 

290.152 Despite paragraph 290.151, KAPs whose continuity is especially important to audit quality may, in 

rare cases due to unforeseen circumstances outside the firm’s control, be permitted an additional 

year on the audit team as long as the threat to independence can be eliminated or reduced to an 

acceptable level by applying safeguards. For example, a KAP may remain on the audit team for up 

to one additional year in circumstances where, due to unforeseen events, a required rotation was 

not possible, as might be the case due to serious illness of the intended engagement partner. 

290.154 When an audit client becomes a public interest entity, the length of time the individual has served 

the audit client as a key audit partner before the client becomes a public interest entity shall be 

taken into account in determining the timing of the rotation. If the individual has served the audit 

client as a key audit partner for five years or less when the client becomes a public interest entity, 

the number of years the individual may continue to serve the client in that capacity before rotating 

off the engagement is seven years less the number of years already served. If the individual has 

served the audit client as a key audit partner for six or more years when the client becomes a public 

interest entity, the partner may continue to serve in that capacity for a maximum of two additional 

years before rotating off the engagement. 

290.155 When a firm has only a few people with the necessary knowledge and experience to serve as a key 

audit partner on the audit of a public interest entity, rotation of key audit partners may not be an 

available safeguard. If an independent regulator in the relevant jurisdiction has provided an 

exemption from partner rotation in such circumstances, an individual may remain a key audit 

partner for more than seven years, in accordance with such regulation, provided that the 

independent regulator has specified alternative safeguards which are applied, such as a regular 

independent external review. 
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Appendix 4 

Definition of an Audit Team 

(a) All members of the engagement team for the audit engagement; 

(b) All others within a firm who can directly influence the outcome of the audit engagement, including: 

(i) Those who recommend the compensation of, or who provide direct supervisory, management or other 

oversight of the engagement partner in connection with the performance of the audit engagement 

including those at all successively senior levels above the engagement partner through to the 

individual who is the firm’s Senior or Managing Partner (Chief Executive or equivalent); 

(ii) Those who provide consultation regarding technical or industry-specific issues, transactions or 

events for the engagement; and 

(iii) Those who provide quality control for the engagement, including those who perform the 

engagement quality control review for the engagement; and 

(c) All those within a network firm who can directly influence the outcome of the audit engagement. 

 


