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This paper sets out proposed revisions to restructure paragraphs 290.500–
290.514 of the extant Code, Reports that Include a Restriction on Use and 
Distribution. The proposed revisions are in accordance with the format and 
drafting conventions in the Structure Exposure Draft, Improving the Structure 
of the Code of Ethics for Professional Accountants – Phase 1. Comment boxes 
next to the paragraphs below identify their source in the extant Code or 
indicate whether they are new material. 

As noted in the agenda materials pertaining to Safeguards at Agenda Item 6, 
the text that is shaded in gray in this paper indicates those areas that may be 
subject to conforming amendments as a result of the Safeguards project. 

 

The Conceptual Framework contained in Section 120 applies in all circumstances 

Section 800 

Reports that Include a Restriction on Use and Distribution 

Introduction 

800.1 The independence requirements in C1 apply to all audit engagements. However, in certain 

circumstances involving audits of special purpose financial statements where the report 

includes a restriction on use and distribution, and provided the conditions set out in 

paragraphs R800.3 and R800.4 are met, the independence requirements in C1 – Sections 

400 to 799 may be modified as provided in paragraphs 800.7 A1 to R800.14. These 

modifications are not permitted when an audit of financial statements is required by law or 

regulation. No other modifications to the provisions of C1 are permitted. 

800.2 For the purposes of this section, the restricted use and distribution report described in 

paragraph 800.1 is referred to as a “qualifying restricted use report”.  

Requirements and Application Material 

R800.3 When the firm prepares a qualifying restricted use report, the firm shall not modify the 

requirements of C1 Sections 400 to 799 unless the intended users of the report:  

(a) Understand the purpose and limitations of the report; and  

(b) Explicitly agree to the application of the modified independence requirements.  

R800.4 When the firm prepares a qualifying restricted use report, the firm shall communicate with the 

intended users of the report regarding the independence requirements that are to be applied 

in providing the audit engagement.  

800.4 A1 The intended users of the report might obtain an understanding of the purpose and limitations 

of the report by participating in establishing the nature and scope of the engagement. Such 

participation might be direct, or might be indirect through a representative who has authority 

to act for the intended users. In either case, this participation helps the firm to communicate 
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with intended users about independence matters including the circumstances that are relevant 

to applying the conceptual framework. It also allows the firm to obtain agreement of the 

intended users to the modified independence requirements that are to be applied.  

R800.5 Where the intended users are a class of users who are not specifically identifiable by name 

at the time the engagement terms are established, the firm shall subsequently make such 

users aware of the independence requirements agreed to by the representative. 

800.5 A1 For example, where the intended users are lenders in a syndicated loan arrangement, the 

firm might describe the modified independence requirements in an engagement letter to the 

representative of the lenders. The representative might then make the firm’s engagement 

letter available to the members of the lenders to meet the requirement for the firm to make 

such users aware of the independence requirements agreed to by the representative.  

R800.6 If the firm also issues an audit report that does not include a restriction on use and distribution 

for the same client, the firm shall apply the provisions of sections 400 to 799 of C1 to that 

audit engagement. When the firm prepares a qualifying restricted use report, the permitted 

modifications to those sections of C1 are limited to those modificat ions set out in paragraphs 

800.7 A1 to R800.14. 

Public Interest Entities 

800.7 A1 When the firm prepares a qualifying restricted use report, the firm does not need to apply the 

additional requirements in C1 that apply to audit engagements for public interest entities. 

Related Entities 

R800.8 When the firm prepares a qualifying restricted use report, references to audit client do not 

need to include its related entities. However, when the audit team knows or has reason to 

believe that a relationship or circumstance involving a related entity of the client is relevant to 

the evaluation of the firm’s independence of the client, the audit team shall include that related 

entity when identifying, evaluating and addressing threats to independence. 

Networks and Network Firms  

R800.9 When the firm prepares a qualifying restricted use report, specific references to interests and 

relationships of network firms set out in C1 may be disregarded. However, when the firm 

knows or has reason to believe that threats to independence are created by any interests and 

relationships of a network firm, the firm shall evaluate and address any such threat. 

Financial Interests, Loans and Guarantees, Close Business Relationships and Family and Personal 

Relationships 

R800.10 When the firm prepares a qualifying restricted use report:  
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(a) The relevant provisions set out in Sections 510, 511, 520, 521, 522, 524 and 525 need 

apply only to the members of the engagement team, their immediate family members 

and close family members; 

(b) The firm shall determine whether threats to independence are created by interests and 

relationships, as set out in Sections 510, 511, 520, 521, 522, 524 and 525 between the 

audit client and the following audit team members: 

(i) Those who provide consultation regarding technical or industry specific issues, 

transactions or events; and 

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

perform the engagement quality control review; and 

(c) The firm shall evaluate and address the significance of any threats that the engagement 

team has reason to believe are created by interests and relationships between the audit 

client and others within the firm who can directly influence the outcome of the audit 

engagement.  

800.10 A1 Others within the firm who can directly influence the outcome of the audit engagement include:  

(a) Those who recommend the compensation of, or who provide direct supervisory, 

management or other oversight of the audit engagement partner in connection with the 

performance of the audit engagement; and  

(b) Those at all successively senior levels above the engagement partner through to the 

individual who is the firm’s Chief Executive or equivalent. 

R800.11 When the firm prepares a qualifying restricted use report the firm shall evaluate and address 

the significance of any threats that the engagement team has reason to believe are created 

by financial interests in the audit client held by individuals, as set out in paragraphs R510.5(c) 

and (d), R510.6 and R510.11(c) and (d). 

R800.12 When the firm prepares qualifying restricted use report, the firm, in applying the provisions set 

out in paragraphs R510.5(a), R510.7 and R510.8 to interests of the firm, shall not hold a 

material direct or a material indirect financial interest in the audit client. 

Employment with an Audit Client 

R800.13 When the firm prepares a qualifying restricted use report, the firm shall evaluate and address 

the significance of any threats created by any employment relationships as set out in 

paragraphs 524.1 to 524.4.  

800.13 A1 Examples of safeguards that might be appropriate include those set out in paragraph 524.3 

A1. 
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Providing Non-Assurance Services  

R800.14 If the firm prepares a qualifying restricted use report and provides a non-assurance service to 

the audit client, the firm shall comply with Sections 410 to 430 and Section 600, including its 

subsections, subject to paragraphs R800.6 to R800.9. 
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