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Agenda Paper 2-A (Updated)1 

REVISION OF SECTION 290  

INDEPENDENCE – AUDIT AND REVIEW ENGAGEMENTS 

Contingent Fees 

290.213 Contingent fees∗ are fees calculated on a predetermined basis relating to the outcome 
of a transaction or the result of the services performed by the firm. For the purposes of 
this section, a fee is not regarded as being contingent if it is established by a court or 
other public authority. 

290.214 A contingent fee charged directly or indirectly, for example through an intermediary, by 
a firm in respect of an audit engagement creates a self-interest threat that cannot be 
reduced to an acceptable level by applying any safeguard. Accordingly, a firm should 
not enter into any such fee arrangement. 

290.215 A contingent fee charged directly or indirectly, for example through an intermediary, by 
a firm in respect of a non-assurance service provided to an audit client may also create 
a self-interest threat. No safeguards can reduce the threat to an acceptable level if:  

(a) The fee is charged by the firm expressing the opinion on the financial statements 
and the fee is material or expected to be material to that firm; 

(b) The fee is charged by a network firm that participates in a significant part of the 
audit and the fee is material or expected to be material to that firm; or 

(c) The outcome of the non-assurance service, and therefore the amount of the fee, is 
dependent on a future or contemporary judgment related to the audit of a material 
amount in the financial statements.  

Accordingly, such arrangements should not be accepted. 

290.216 For other contingent fee arrangements charged by a firm for a non-assurance service to 
an audit client, the significance of the threats will depend on factors such as:  

•  The range of possible fee amounts; 

•  Whether an appropriate authority determines the outcome of the matter upon 
which the contingent fee will be determined; 

•  The nature of the service; and 

•  The effect of the event or transaction on the financial statements. 
                                                 
1  Agenda Paper 2-A was updated during the IESBA meeting to reflect decisions taken at the meeting. The 
paragraphs dealing with Internal Audit Services and Fees-Relative Size were re-exposed for comment in May 2008. 
The updated agenda item is included here for information purposes only and is not the final pronouncement. 
Interested parties are discouraged from distributing, translating or using the updated agenda item for any purpose. 
They should await the release of the final pronouncement, which may contain minor modifications when compared 
to the updated agenda item. The final pronouncement is that approved by the IESBA and published by IFAC after 
the Public Interest Oversight Board has confirmed that due process was followed in its development. 
∗ See Definitions. 
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The significance of the threats should be evaluated and, if the threats are not clearly 
insignificant, safeguards should be considered and applied when necessary to eliminate 
the threats or reduce them to an acceptable level. Such safeguards might include: 

• Having an additional professional accountant review the relevant audit work or 
otherwise advise as necessary; or 

•  Using professionals who are not members of the audit team to perform the non-
assurance service. 
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REVISION OF SECTION 291 

INDEPENDENCE – OTHER ASSURANCE ENGAGEMENTS 

Contingent Fees 
291.151 Contingent fees are fees calculated on a predetermined basis relating to the outcome of 

a transaction or the result of the services performed by the firm. For the purposes of this 
section, fees are not regarded as being contingent if it is established by a court or other 
public authority. 

291.152 A contingent fee charged directly or indirectly, for example through an intermediary, by 
a firm in respect of an assurance engagement creates a self-interest threat that cannot be 
reduced to an acceptable level by applying any safeguard. Accordingly, a firm should 
not enter into any such fee arrangement. 

291.153 A contingent fee charged directly or indirectly, for example through an intermediary, by 
a firm in respect of a non-assurance service provided to an assurance client may also 
create a self-interest threat. If the outcome of the non-assurance service, and therefore 
the amount of the fee, is dependent on a future or contemporary judgment related to a 
matter that is material to the subject matter information of the assurance engagement, 
no safeguards can reduce the threat to an acceptable level. Accordingly, such 
arrangements should not be accepted. 

291.154 For other types of contingent fee arrangements charged by a firm for a non-assurance 
service to an assurance client, the significance of the threats will depend on factors such 
as:  

• The range of possible fee amounts; 

• Whether an appropriate authority determines the outcome of the matter upon 
which the contingent fee will be determined; 

• The nature of the service; and 

• The effect of the event or transaction on the subject matter information. 

The significance of the threats should be evaluated and, if the threats are not clearly 
insignificant, safeguards should be considered and applied when necessary to eliminate 
the threats or reduce them to an acceptable level. Such safeguards might include: 

• Having an additional professional accountant review the relevant assurance work 
or otherwise advise as necessary; or 

• Using professionals who are not members of the assurance team to perform the 
non-assurance service.  
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Definitions 
 

Contingent fee A fee calculated on a predetermined basis relating to the outcome of a transaction 
or the result of the services performed by the firm. A fee that is established by a 
court or other public authority is not a contingent fee. 

 


