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1. Long Association 

Dr. Thomadakis welcomed participants to the teleconference and, in particular, Mr. Wymeersch, observing 

on behalf of the PIOB, and Mr. Honma, observing on behalf of the Japanese FSA. He explained that the 

primary objective of the teleconference was to consider, and provide input on, the revised text of the 

provisions concerning long association post-exposure.1 He indicated that the aim was to close off these 

provisions under the current structure and drafting conventions at the November/December 2015 IESBA 

meeting. 

Ms. Orbea introduced the topic, summarizing the Board’s current position regarding the various issues post-

exposure. She highlighted the final two issues which had received the most debate at the Board post-

exposure: the length of the cooling-off period for the engagement quality control reviewer (EQCR), and the 

recognition of different jurisdictional, legislative or regulatory safeguards addressing long association (the 

jurisdictional provision). She then led the Board through the revised provisions.  

ROTATION PROVISIONS FOR THE ENGAGEMENT PARTNER (EP), THE EQCR AND OTHER KEY AUDIT PARTNERS 

(KAPS) 

Ms. Orbea summarized the provisions which provide for different cooling-off periods for the EQCR 

depending on whether the audit client is a listed or non-listed public interest entity (PIE).  She also explained 

how the provisions addressed the different individuals involved (EP, the EQCR and other KAPs) and service 

on an engagement in a combination of these roles. 

Among other matters, IESBA members made the following comments or suggestions for the Task Force’s 

further consideration:  

 While the Task Force has made a commendable effort to draft the provisions on a complex issue, it 

might be still be too complex to subdivide the rotation provisions for listed and unlisted PIEs. Rather 

than making this subdivision, it might be preferable to implement a seven years on and five years off 

model. This might avoid the complexity of implementation and potential inconsistencies in 

interpretation. 

 While the Task Force has appropriately reflected in the text the Board’s provisional position on the 

issues, this has resulted in provisions containing complex rules. In this regard, it might be beneficial 

to seek views from individuals not connected with the Board regarding the clarity of the draft text. 

 Paragraphs 290.150A and 290.150B, when combined with the exceptions in paragraph 290.150D, 

might result in a shorter cooling-off period than envisaged by the Board, for example, if a local 

regulator were to reduce the time-on period from seven to six years. 

 It is unclear how firms would apply the provision concerning the transition of an audited entity to a 

PIE2 with the proposed jurisdictional provision.3  

 Whether the provisions, when applied, would reflect the Board’s intended outcomes, for example, 

when a KAP has served for seven years, although those years of service are not consecutive. 

                                                        
1 Section 290, Independence – Audit and Review Engagements, paragraphs 290.148 to 290.153 of the extant Code 

2  Paragraph 290.152 

3  Paragraph 290.150D 
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 The wording might be more clearly expressed in the first and second bullet points of paragraphs 

290.150A and 290.150B, where two different combinations of roles are discussed. In practice, this 

provision may be difficult to understand and apply. Consideration should be given to providing an 

illustration of the various combinations. 

Ms. Orbea explained that Paragraphs 290.150A and 290.150B are intended to address the combination of 

two roles, namely the EP and the EQCR, or combinations of any other KAP role. She indicated that the 

Task Force has drafted frequently asked questions (FAQs) to facilitate understanding of the various 

combinations of roles and time periods that might occur. These FAQs would be presented with the final text 

of the provisions for the Board’s consideration at the November/December 2015 meeting. 

JURISDICTIONAL PROVISION 

Ms. Orbea noted that this matter was not addressed in the ED. She explained that the proposal contains 

an allowance for the five-year cooling-off period for an EP or an EQCR to be reduced to three years under 

certain conditions. She summarized the feedback received at the September 2015 CAG meeting, and also 

explained the rationale behind the proposed provision.  

Among other matters, IESBA participants made the following comments or suggestions for the Task Force’s 

further consideration. 

 Consideration should be given to whether the reference to “an independent regulatory inspection 

regime”4 should be aligned with the terminology in paragraph 290.153, which refers to “a regular 

independent external review.” 

 Whether the words “following appropriate due process and based on jurisdictional circumstances”5 

were necessary. The presumption should be that the legislator or regulator would have taken all the 

necessary steps to establish jurisdictional safeguards. 

 Consideration should be given to how broad the scope for departure from the Code should be, in 

particular, whether the scope for departure from the Code should include decisions of an independent 

standard setter, or whether it should be limited to decisions of a legislative body or regulator. 

 Consideration should be given to reviewing the provisions which apply in the EU as they relate to the 

EQCR. As currently drafted, the second bullet of paragraph 290.150D does not recognize the 

legislative provision in the EU concerning joint audits. Specifically, in the EU, the initial period of 

service of ten years for a firm that audits a PIE can be extended by another 14 years if the entity 

adopts a joint audit.   

In this regard, Ms. Orbea explained that the provision is intended to mean that at least every ten 

years there should at least be a retender. If there were reappointment, then the exception would 

apply. If the firm were to rotate after 10 years, then the provision would be redundant. This is because 

the individual would have no possibility of coming back to the engagement. She indicated that the 

Task Force would consider the question of whether the provision should also recognize joint audit. 

                                                        
4  Paragraph 290.150D 

5  Paragraph 290.150D 
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ENHANCEMENTS TO THE GENERAL PROVISIONS (GP)6 

Ms. Orbea explained that except for some minor wording adjustments made in response to comments 

received on the ED, no further changes had been made to the provisions. The adjustments related to a 

reference to the increase of the familiarity threat over time and whether the fact that threats relating to long 

association of junior personnel were less significant were properly reflected in the provisions.  

IESBA members made no comments on the GP. 

RESTRICTIONS ON ACTIVITIES DURING THE COOLING-OFF PERIOD 

Ms. Orbea summarized the different views on this topic. There was general support from IESBA members 

and some IESBA CAG Representatives for there to be limited restrictions on the activities that a KAP could 

perform during the cooling-off period. However, some CAG Representatives and ED respondents held 

strong views that a KAP should not have any contact at all with the audited entity during the cooling-off 

period. Ms. Orbea explained that since the September 2015 Board discussion, the Task Force had made 

minor adjustments to the text to make it clear that the possibility of needing to consult the rotated individual 

on a technical issue was a last resort, and only because that individual is the person with the necessary 

expertise. 

Among other matters, IESBA members made the following comments for the Task Force’s further 

consideration:  

 The second sub-bullet point in paragraph 290.150E (i.e. that there is no other individual within the 

firm with the expertise to provide the advice) seemed absolute and might be difficult to apply in 

practice. In particular, it was questioned whether this would exclude a senior manager with the 

necessary expertise but less experience. This condition could also be onerous as it might create an 

expectation of documentation. 

 The term “firm” in Section 290 also means network firm and was this intended? In addition, the 

concept of “expertise” is very broad. Consideration should therefore be given to making the provision 

more principles-based. 

 With regard to the first sub-bullet point of paragraph 290.150E, the words “or was responsible for the 

engagement quality control review” should be added after the words “a member of the audit 

engagement team.” 

 As paragraph 290.150E does not differentiate between listed PIEs and non-listed PIEs, it is unclear 

whether the two-year time-off before the partner may be consulted on a technical issue would be 

applicable with respect to the EQCR who has a three-year cooling-off period on a non-listed PIE audit 

instead of five. 

OTHER MATTERS 

Ms. Orbea explained that a CAG Representative had suggested that paragraph 290.153 in the proposed 

text might be adjusted so as to require discussion with those charged with governance in cases where a 

regulator may provide no general exemption but may grant individual one-off exemptions on a case by case 

basis. 

                                                        
6  Paragraph 290.148 
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IESBA members who expressed a view did not consider that the adjustment would be necessary. They 

believed that in such circumstances, the client should be aware of an application for a specific exemption 

because of the regulatory process that would have to be undertaken.  

WAY FORWARD 

The IESBA asked the Task Force to present a revised draft of the provisions with a view to closing them 

off under the current structure and drafting conventions at the November/December 2015 IESBA meeting. 

2. PIOB Observer’s Remarks 

Mr. Wymeersch wondered whether the Board considered that the provisions would contribute to public 

confidence in the function of the auditor. He asked the Board to reflect on the extent to which the proposals 

serve the public interest and, in particular, the independence of the auditor. He indicated that he found the 

complexity of the provisions striking, noting he saw limits to the document and the potential for loopholes.  

In relation to the jurisdictional provision, he noted that the Code cannot define the competence of individual 

regulators. He added that he felt it challenging to understand the interactions between legal or regulatory 

requirements addressing long association at the jurisdictional level and the proposed provisions.  

Finally, he believed that additional work was needed on the matter of firm rotation.  

Dr. Thomadakis thanked Mr. Wymeersch for his remarks. 

3. Next Meetings 

The next IESBA teleconference is scheduled for October 21, 2015. The next physical meeting of the IESBA 

is scheduled for November 30 – December 4, 2015 in New York, USA. 

4. Closing Remarks 

Dr. Thomadakis thanked the participants for their contributions, noting the clear direction the Task Force 

now has for moving forward. He then closed the meeting. 


