
 IESBA Meeting (September 2017) Agenda Item 
  6-B 

 

Prepared by: Ken Siong (August 2017) Page 1 of 19 

Long Association Restructuring – Analysis of ED Comments 

# Respondent Comment Task Force Disposition 

General 

1.  BDO A question has been raised within our firm related to the allowance 
for one additional year in rare cases due to unforeseen 
circumstances outside the firm’s control. Depending on when this 
occurs in a year, a one year extension may not be sufficient to 
address the audit of the client for that fiscal year. In a future project 
we would ask that you consider a potential extension so that the 
audit that occurs in that period could be completed. 

No change is considered needed. The one year 
allows the engagement partner to complete the 
current audit and stay on for another. 

2.  ICAEW We note that the jurisdictional clause in paragraph R540.18 now 
has an expiry date. This and a number of other aspects represent a 
significant change from the provisions subject to the limited re-
exposure in February 2016. We note from the basis of conclusions 
relating to the close-off document that this was to address PIOB 
concerns but it is unclear to us why such significant changes should 
not be re-exposed in accordance with proper due-process. 

The rationale for the Board’s decision not to re-
expose the document was included in the 
December 2016 Board minutes. In particular, 
respondents had already had an opportunity to 
comment on the need for a jurisdictional 
provision. While the formulation of this provision 
was changed in response to the PIOB 
comments, it still retained the original objective of 
permitting jurisdictions to apply a cooling-off 
period lesser than five years for EPs as long as 
this has been established by an appropriate body 
in the jurisdiction, subject to a floor of three years. 
Also, the Board has committed to reviewing the 
revised provision during the transitional period 
when the provision would remain in effect. With 
respect to the exception regarding limited 
consultation during the cooling-off period, the 
Board noted that respondents had also had an 

http://www.ethicsboard.org/system/files/meetings/files/20161215-IESBA-Final-Minutes-December-2016-IESBA-Meeting.pdf
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opportunity to comment on the issue as part of 
the first Exposure Draft. 

3.  IRBA We appreciate the effort that has been made to make sentences 
shorter and less complex. However, sections 540 and 940 on Long 
Association of Personnel with Audit and Assurance Client are still 
confusing. While we appreciate that this is a rather complex topic, 
we encourage the Board to spend more time simplifying the layout, 
e.g. the additional cross referencing between paragraphs is 
unhelpful. 

The internal paragraph cross-referencing is 
unavoidable given the need to adhere strictly to 
the structure drafting conventions when dealing 
with exceptions, and to minimize the extent of 
repetition. 

4.  KPMG We note that the IESBA Staff are preparing a Question and Answer 
document (Staff Q&A) designed to highlight, illustrate or explain 
aspects of the revised partner rotation regime in extant Section 290, 
and thereby assist in their proper application.  The restructured 
revised long association provisions are included in this Structure 
ED-2. We are aware that there are questions in the Staff Q&A 
(specifically questions related to Engagement Partner on a 
Subsidiary of a Public Interest Entity) that have generated a 
significant amount of debate as to the meaning of the requirements 
in the revised provisions. This debate provides some evidence that 
the requirements may not be well understood.  Accordingly, we 
recommend the Board consider whether the provisions could 
benefit from further clarification.   

The Board understands that the provisions may 
appear complex. Accordingly, the Board asked 
staff to address some of the more common 
questions that may arise through the Staff Q&As 
(including regarding subsidiary audits). The 
provisions have been finalized but the Board will 
keep under review whether commissioning 
additional Staff Q&As would be warranted. 

5.  UKFRC … However, we have particular concerns in respect of: 

• Cooling off periods for long association which are, in our view, 
insufficient to address the familiarity risk posed to 
independence. 

This matter is outside the scope of the 
restructuring project. The Board has already 
finalized the substantive revisions to the LA 
provisions after due process, including giving 
due consideration to the comments from the UK 
FRC. 
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6.  UK FRC We are pleased that there is no longer a difference in requirements 
between listed and non-listed PIEs.  

We note that the jurisdictional safeguards (that would have allowed 
for a reduction in the cooling off period) have been simplified but we 
are concerned that IESBA still allows for a transitional period (to 15 
December 2023) where a national regulator can override the Code 
and establish a shorter cooling-off period for engagement partners. 
As we explained in our response to the limited re-exposure ED, if 
IESBA has determined what it believes is the appropriate cooling-
off period required (we support five years) it should not compromise 
its position – this undermines the Code. A reduction in the cooling-
off period can only be acceptable where there is a legal or regulatory 
requirement mandating such. However, we agree that to introduce 
such a change with effect for audits of periods beginning on or after 
15 December 2018 could be problematic. The proposed effective 
date for the other parts of the restructured Code for audits of 
financial statements for periods beginning on or after 15 June 2019 
should, however, provide sufficient time for auditors and their clients 
to prepare for the new requirements. 

We are disappointed that, while the requirements for establishing 
the cooling-off period for a partner who has served in a combination 
of roles have been simplified, IESBA has rejected our 
recommendation that a partner who has served the maximum 
permitted time-on period, including as the engagement partner, 
EQCR or combination of those roles should be required to cool-off 
for the full five year period. IESBA’s rationale is that our 
recommendation “would fail to recognise situations such as where 
the individual acted as the substitute EP or EQCR for just one year 
while the incumbent EP or EQCR took, for example, maternity 
leave, resulting in a disproportionate outcome.” However, if a 

Ditto. 
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partner took a full year out (i.e. did not serve as EP or EQCR at all 
in relation to one full engagement period) we would not include that 
year in determining the time-on period. For a partner undertaking a 
combination of roles the familiarity threat is increased with an 
increasing period of time, whatever the role. 

Paragraph 540.1 

7.  AAA While research on the benefits of limiting long auditor-client 
associations through mandatory audit partner rotation has reached 
mixed conclusions (c.f., Lennox 2014; Sharma, Tanyi and Litt 
2017), our comments are not intended to sway the IESBA in their 
decision to institute a mandatory audit partner rotation regimen. Our 
comments are intended to help clarify the proposed new Code. 

We suggest that the phrase “and maintain an attitude of 
professional skepticism” be added after “be independent” in ¶540.1 
and ¶940.1.  

This would be a substantive change – the 
requirement for auditors and assurance 
practitioners to maintain and exercise 
professional skepticism is already established in 
auditing and assurance standards. 

  Familiarity threats related to the audit client’s operations (¶540.4 
A1(a)), financial statements (¶540.4 A1(c)), and subject matter of 
the assurance engagement (¶940.4 A1(b)) seem more likely the 
result of impaired professional skepticism as opposed to impaired 
independence. 

This is a matter for substantive debate outside 
the scope of the restructuring project. 

8.  ICAS As we noted in our response to the IESBA Exposure Draft: 
Proposed Revisions Pertaining to Safeguards in the Code – Phase 
2 and Related Conforming Amendments dated 25 April 2017: 

“Firms are required to comply with the fundamental principles, be 
independent and apply the conceptual framework set out in Section 
120 to identify, evaluate and address threats to independence.” 

 

The application of the conceptual framework to 
identify, evaluate and address threats to 
compliance with the fundamental principles is 
already dealt with in Section 120. The 
Independence standards are only addressing the 
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Is it just independence as opposed to the fundamental principles 
and independence? 

more specific topic of independence and 
therefore do not repeat the provisions in Section 
120. 

9.  PwC We note that this paragraph, and many that follow, starts with a 
reference to the “firm” (as in “Firms are required to comply with the 
fundamental principles….”), in contrast to some similar paragraphs 
that commence with “Professional accountants”.   

Accordingly, we note that in these cases there is no reference to 
Professional Accountants.  On the basis that Professional 
Accountants in Public Practice” include firms, we wonder if the lead 
in should refer, consistently, to “Professional accountants” rather 
than “firms”? 

Alternatively, if there is a good reason, Section 110 might explain 
how these terms are used.  

 

The use of “firm” for ease of reference is clearly 
explained in paragraphs 400.5 and 900.3. The 
Structure Task Force does not consider that any 
further explanation, such as in Section 110, is 
required. 

Paragraph 540.2 

10.  IDW There is a lack of consistency in drafting the second sentence of the 
introductions dealing with specific matters. In some cases these 
paragraphs state the nature of the threat, but do not clarify which of 
the fundamental principles’ compliance might be threatened (e.g., 
220.2, 270.2). In others, both the nature of the threat and the 
fundamental principle(s) the compliance with which might be 
threatened is (are) stated (e.g., 210.2, 230.2, 240.2). In others only 
the fundamental principle(s) the compliance with which might be 
threatened is(are) stated, but not the nature of the threat (e.g., 
260.2).  

Clarity and understanding might be improved if this were dealt with 
in a consistent manner. For example we question why 540.2 has 

 

Accepted.  

The Structure Task Force has liaised closely with 
the Safeguards and other Task Forces to revise 
the introductory paragraphs so that they are 
drafted in a consistent manner (see revisions 
throughout the introductory paragraphs in the 
proposed texts and for a discussion of the 
Structure and Safeguards Task Forces’ 
proposals in Agenda Items 2-A (see section III) 
and 3-A (see Section F). 
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been revised so as to delete the explanation that long association 
may impact objectivity and professional skepticism. 

11.  NZAuASB This paragraph is similar to extant paragraph 290.148 which also 
acknowledges that familiarity and self-interest threats may increase 
in significance when an individual is involved in an audit 
engagement over a long period of time. The risk of the threat 
increasing in significance is particularly relevant, as the professional 
accountant will need to consider the cumulative effect of the risk 
each year. Removal of this concept may have unintended 
consequences. We suggest amending paragraph 540.2 as follows: 

When an individual is involved in an audit engagement over a 
long period of time, fFamiliarity and self- interest threats might be 
created and might increase in significance when an individual is 
involved in an audit engagement over a long period of time. 

This change was a Safeguards-related 
conforming amendment. The rationale was that 
the provisions already included, as one of the 
factors in evaluating the level of any threats 
created, the overall length of the individual’s 
relationship with the client.  

Paragraph 540.4 A2 

12.  AAA Related to ¶540.4 A2, smaller firms are more economically 
dependent on their individual clients and research supports that 
audit firm size and audit quality are negatively related (refer to 
DeFond and Zhang 2014, 299, for a review of this research). We 
therefore recommend that the Board consider adding the following 
statement to the end of this paragraph: “Smaller auditing firms may 
be particularly vulnerable to these types of economic dependence 
pressures. As such, smaller firms should carefully consider their 
ability to maintain their independence and professional skepticism 
in their audits of PIEs.” Consideration should also be given to 
including similar wording to ¶940.4 A2. 

This would be a substantive change outside the 
scope of the restructuring project. 
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Paragraph 540.4 A3 

13.  EY Safeguards are suggested before examples of threats are given. 

Consider re-ordering to list threats before safeguards. 

Accepted. 

Paragraph R540.5 

14.  DTT By splitting the requirements into bullet points in R540.5, the 
meaning of the first bullet point has been changed as it has lost the 
link to being “for the audit engagement”. The rotating individual is 
not permitted to be a member of the engagement team for the audit 
engagement (which, for the sake of clarity, is different to an 
engagement team member and different to an audit team member).  
R540.5 should read: 

If a firm decides that the level of the threats created can only be 
addressed by rotating the individual off the audit team, the firm shall 
determine an appropriate period during which the individual shall 
not:  

(a) Be an member of the engagement team member for the audit 
engagement; or  

(b) Provide quality control for the audit engagement; or… 

For the same reasons, R940.5 (a) should read “Be an member of 
the engagement team member for the assurance engagement” 

Accepted to strictly avoid any doubt. 

15.  IDW We appreciate that the IESBA is moving away from the approach 
that considers the relative significance of threats to an approach to 
eliminate or reduce threats to an acceptable level. However, we 
question why the following changes are proposed to R540.5: “If a 
firm decides that the level of the threats are so significant that 

 

Accepted. This change was a Safeguards-
related conforming amendment. As discussed in 
Section F of Agenda Item 3-A, the Safeguards 
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created …” without reference to this level not being at an acceptable 
level – i.e., so as to retain the reference to the “degree of 
significance”. This applies also in respect of further paragraphs, e.g. 
540.5 A1 and A2, 540.4 A3 as well as R940.5 and 940.5 A1 and A2 
and 940.4 A3. The original text consistently referred to significance 
of the threat and so was far clearer in regard to the fact that only 
threats above a certain threshold (i.e., not at an acceptable level) 
are to be addressed. The covering letter also questions the need for 
consistent clarification of the application of “acceptable level” as a 
key criterion in applying the threats and safeguards approach, 
suggesting this be addressed within this project. Depending on how 
the IESBA decides to address this, changes along the following 
lines could be made: R540.5 could read:  “If a firm decides that the 
level of the threats created exceeds an acceptable level and can 
only be addressed by…” or R540.5: “If a firm decides that the level 
of the threats created is so high that it can only be addressed by…”. 

Task Force determined that some limited drafting 
refinements might better explain certain aspects 
of the conceptual framework. Those refinements 
include a change to paragraph R120.10(b) to 
emphasize that safeguards are applied when 
available and capable of being applied to reduce 
threats to an acceptable level (see revision to 
proposed text in paragraph R120.10 in Agenda 
Item 3-D). 

Paragraph 540.5 A1 

16.  EY This should be earlier in the chapter – it deals with evaluating the 
threats before deciding which actions are appropriate as 
safeguards. 

Suggest re-locate to earlier in the chapter. 

Accepted and moved immediately before 540.4 
A3. 

Paragraph 540.5 A2 

17.  EY “For example, familiarity threats created over time by the 
increasingly close relationship between an individual and a member 
of the client’s senior management would be reduced by the 

Accepted. 
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departure of that member of the client’s senior management and 
the start of a new relationship.” 

The last phrase in the sentence seems unnecessary. 

Suggest remove “and the start of a new relationship.” 

Paragraph R540.6 

18.  AAA We believe ¶R540.6 should be modified to add the identifier “key 
audit partner” between “following” and “roles” in order to identify 
which types of individuals this paragraph addresses. This change 
would also make it more consistent with the subsequent paragraphs 
where the phrase “key audit partner” is used. 

This would not work with the third bullet, which 
refers to “Any other key audit partner role” (i.e. 
this bullet refers generically to any other type of 
KAP vs another specific type of KAP). 

19.  AAA We believe the IESBA should consider providing examples in 
¶R540.6 (c) “Any other key audit partner role” to assist auditors and 
audit firms in determining the types of roles the Board is referring to 
here. Examples of these roles may be similar, or identical, to the 
restricted activities in the cooling-off period discussed in ¶R540.19. 
For example, is being the audit firm’s relationship partner for the 
client considered an “other key partner role” in ¶R540.6 (c), or just 
a prohibited cooling-off activity in ¶R540.19? If a partner provides 
non-assurance services to an audit client, is that role considered an 
“other key partner role” in ¶R540.6 (c), or just a prohibited cooling-
off activity in ¶R540.19? Further, the Glossary of the Agreed-in-
Principle document includes the following in the definition of key 
audit partner: “Depending upon the circumstances and the role of 
the individuals on the audit, “other audit partners” might include, for 
example, audit partners responsible for significant subsidiaries or 
divisions.” Thus, more guidance is warranted to assist in the 
determination of who may be considered “other” key audit partners. 

The Task Force does not consider that changes 
are needed.  This goes to the reader’s 
understanding of who is a KAP under the Code. 
The relationship partner is not caught by the 
definition of a KAP in the Code. 

The Code’s full definition of a KAP is: “The 
engagement partner, the individual responsible 
for the engagement quality control review, and 
other audit partners, if any, on the engagement 
team who make key decisions or judgments on 
significant matters with respect to the audit of the 
financial statements on which the firm will 
express an opinion. Depending upon the 
circumstances and the role of the individuals on 
the audit, ‘other audit partners’ may include, for 



Long Association Restructuring – ED Comment Analysis 
IESBA Meeting (September 2017) 

 

Agenda Item 6-B 
Page 10 of 19 

# Respondent Comment Task Force Disposition 

example, audit partners responsible for 
significant subsidiaries or divisions.” 

Application is a matter of professional 
judgement. 

20.  EY This paragraph sets the general principle to which other sections 
will provide certain exceptions. It seems unnecessary to start the 
paragraph with “Subject to paragraphs R540.7 to R540.9”, as the 
exceptions further down in the text clearly mention “as an exception 
to …” 

Suggest remove “Subject to paragraphs R540.7 to R540.9.” 

This is a structure drafting convention that must 
be adhered to for consistency. 

21.  IOSCO We refer to our letter dated 5 December 2014 on the IESBA’s 
Exposure Draft Proposed Changes to Certain Provisions of the 
Code Addressing the Long Association of Personnel with an Audit 
or Assurance Client. 

The long association requirements in the Structure of the Code 
Phase 2 exposure draft apply only to engagement partners, 
engagement quality control reviewers and key audit partners for 
public interest entity audits (paragraph R540.6).  While recognizing 
that the exposure draft is about the structure of the code, 
consideration should be given to applying requirements to other 
members of the engagement team that have played a "significant 
role" in the audit of a public interest entity. 

This is outside the scope of the restructuring 
project – potential matter for future Board 
consideration. The Board did consider the broad 
issue as it developed its revised Standard and 
addressed the matter in the general provisions. 

22.  NZAuASB This paragraph starts “subject to paragraphs R540.7 to R540.9”. 
This construct adds inappropriate emphasis to exceptions that are 
expected to occur only in very limited circumstances. In the extant 
closing document, the rule is established and then much later on the 
exception is listed. Reading the exception first seems to place 

 

In response to comments from respondents to 
Structure ED-1, the Structure Task Force has 
developed, and the IESBA has agreed in 
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unnecessary attention on the exception. In addition, paragraphs 
R540.7 and R540.9 are exceptions to the requirement and are not 
themselves requirements. Labelling these paragraphs with “R” may 
over-emphasise what are expected to be rare exceptions. The 
NZAuASB recommends that “subject to paragraphs R540.7 to 
R540.9” at the beginning of paragraph R540.6 be deleted. In 
addition, the NZAuASB recommends that paragraphs R540.7 and 
R540.9 be renumbered as application paragraphs. Our suggested 
changes to R540.6 are as follows: 

Subject to paragraphs R540.7 to R540.9, iIn respect of an audit 
of a public interest entity, an individual shall not act in any of the 
following roles, or a combination of such roles, for a period of 
more than seven cumulative years (the “time-on” period):… 

principle, a drafting guideline to clearly identify 
whether a given requirement has an exception or 
not. The drafting guideline makes it clear that 
where a specific requirement has an exception, 
the requirement includes wording such as 
“subject to” to signal that an exception exists. The 
exception paragraph is designated “as an 
exception to” a numbered R paragraph and 
follows the related requirement as closely as 
possible. 

Paragraph 540.6 A1 

23.  EY The reference R540.10-12 is technically incorrect as the individual 
has not completed the ‘time-on’. 

Consider whether reference to R540.10-12 is correct. 

No change – 540.6 A1 is establishing a specific 
rule to address breaks in service, consistent with 
the extant revised provision. 

24.  ICAS We appreciate that the subject matter of this paragraph is complex, 
however we believe the wording of this paragraph could be 
simplified to aid understanding, and also ultimately with translation. 

Accepted. First sentence broken up into two. 

25.  IOSCO Consideration should also be given to elevating the text on 
restarting the count of years in the time-on period (paragraph 540.6 
A1) to a requirement, with only the example remaining as guidance. 

Accepted and revised to a requirement. 

26.  PwC This paragraph contains, in relation to long association, what is in 
effect a prohibition/requirement - “the count of years cannot be 
restarted” - and yet is presented as application material. We believe 

Ditto. 
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this is inconsistent with the drafting convention. If the Board 
believes this has the status of the requirement, then it should 
presumably be presented as such. 

Paragraph R540.7 

27.  DTT Sections R540.7-9 which are set out as exceptions to R540.6 are 
confusing as Requirements as they do not contain “shall” wording 
and therefore do not follow the drafting conventions. As the 
Requirement in R540.6 already states it is subject to R540.7 to 
R540.9, we would question whether the “exceptions” in fact need to 
be set out in Requirement paragraphs. 

 

The Structure Task Force has determined as a 
matter of convention, and the Board has agreed 
in principle, that exceptions to requirements will 
be indicated as requirements in order for the 
exceptions to provide the intended relief in the 
particular circumstances. 

Paragraph 540.7 A1 

28.  EY There appears to be some unnecessary language and clarity could 
be enhanced. 

Consider the following language instead:  “For example, a key audit 
partner may remain in that role 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. In such 
circumstances, this will involve the firm will discussing with those 
charged with governance the reasons why the planned rotation 
cannot take place and agree on (or propose) appropriate the 
need for any safeguards to reduce any threat created.” 

No strong reason to change – the existing 
wording is already clear. 

Also, the suggested change to “the firm will 
discuss” turns a description of how the 
requirement to obtain the concurrence of TCWG 
would be applied into an actual action, which 
raises a question as to whether a separate 
requirement is intended. 



Long Association Restructuring – ED Comment Analysis 
IESBA Meeting (September 2017) 

 

Agenda Item 6-B 
Page 13 of 19 

# Respondent Comment Task Force Disposition 

Paragraph R540.8 

29.  NZAuASB In the close-off document, Changes to the Code Addressing the 
Long Association of Personnel with an Audit or Assurance Client, 
paragraphs 290.167 and 290.168 both use “when”. In paragraph 
R540.8, when has been changed to “if” however, paragraph R540.9 
still uses when. The NZAuASB questions whether the IESBA policy 
for using “when” and “if” is being consistently applied and 
recommends changing paragraph R540.9 for consistency. 

When If 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 
might not be possible… 

This is consistent with the structure drafting 
guideline, which is as follows: 

Use “if” to state a condition that may not be met. 
Keep “where”/“when” for situations that routinely 
arise. 

Paragraph R540.9 

30.  AAA If an auditing firm does not have sufficient qualified personnel to 
periodically rotate the key audit partner, we believe the firm should 
consider whether it is qualified to conduct the audit of a Public 
Interest Entity (¶R540.9). We recognize that certain circumstances 
may exist when the auditing firm’s qualifications are not a concern. 
However, we suggest that the Board consider including the 
following statement to the end of ¶R540.9: “Auditing firms needing 
to invoke this exception should carefully consider whether they have 
sufficient resources to conduct the audit of a public interest entity 
given the auditing standards requirements that auditors be 
competent, independent, and adequately supervise their audit 
engagements.” 

This would be a substantive change beyond the 
scope of the restructuring project. 
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Paragraph R540.12 

31.  EY Original wording was easier to read: 

“If the individual has acted in any other capacity as a key audit 
partner for seven …” 

New text:  

“If the individual has acted as a key audit partner other than in the 
capacities set out in R540.10 and R540.11 for seven …” 

Suggest retain the extant language. 

Not accepted. With the restructuring, the original 
wording would result in a requirement paragraph 
that would not stand alone. 

Paragraph R540.18 

32.  MIA We are of the view that Paragraph R540.18 should be modified in 
order to emphasize the mandatory requirement of the paragraph as 
follows: 

“Where a legislative body or regulator (or organization authorized 
or recognized by such legislative body or regulator) has established 
a cooling-off period for an engagement partner of less than five 
consecutive years, the higher of that period or three years may shall 
be substituted for the cooling-off period of five consecutive years 
specified in paragraphs R540.10, R540.13 and R540.15(a) 
provided that the applicable time-on period does not exceed seven 
years.” 

No change required. The Board does not intend 
the reduction in the cooling-off period from 5 to, 
say, 3 to be mandatory. So, “may” is appropriate. 
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Paragraph R540.19(a) 

33.  DTT It would also be more accurate to separate R540.19 (a) into two 
separate points and make clear the reference is to a member of the 
engagement team for the audit engagement, as follows: 

R540.19 For the duration of the relevant cooling-off period, the 
individual shall not:  

(a) Be an engagement team member for the audit engagement; 

(b) or pProvide quality control for the audit engagement;  

(b) (c) Consult with the engagement team or the client regarding 
technical or industry-specific…. 

The Task Force believes the existing wording 
reads better and is not ambiguous. 

Paragraph 540.19 A1 

34.  AAA In ¶540.19 A1, clarify to which “firm” the Board is referring. Is it a 
senior leadership position in the audit firm or the client firm? The 
term “Chief Executive” may be interpreted to mean an executive of 
the audited client firm, or a senior management position within the 
audit firm. 

No change – “firm” in the Code is defined to refer 
to the audit firm, not to the audited entity. 

35.  EY The term ‘Senior or Managing Partner (Chief Executive or 
equivalent)’ (original text) has been changed to ‘Chief Executive or 
equivalent’ (ED). 

Consider retaining terminology from extant Code as it is broader 
and recognizes that such roles have a multitude of titles. 

 

In response to a comment on Structure ED-2 the 
Structure Task Force has reverted to the extant 
Code with regard to the use of Chief Executive or 
equivalent. 
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36.  IDW, SMPC In proposed 540.19 A1 the term “senior or managing partner” has 
been replaced with “chief executive or equivalent”. This may be less 
readily understood in some jurisdictions, particularly on translation. 

 

Ditto. 

37.  ISCA We note that the proposed paragraph 540.19A1 uses “Chief 
Executive or equivalent” in place of “Senior or Managing Partner” 
which is used in paragraph 290.164 in the January 2017 Long 
Association close-off document. 

Usually, the Chief Executive (or Managing Partner) is the most 
senior person assuming a leadership role in a firm. A Senior Partner 
is often not on the same level as a Chief Executive (or Managing 
Partner) in the hierarchy in a firm, even though the Senior Partner 
may also assume a leadership role in the firm. Thus, the proposed 
paragraph 540.19A1 may convey a narrower scope of what denotes 
a “leadership role” as compared to paragraph 290.164 in the 
January 2017 Long Association close-off document. 

 

Ditto. 

38.  ISCA We further note that the proposed paragraph 800.9A1(b) uses the 
phrase “at all successively senior levels above the engagement 
partner through to the individual who is the firm’s Chief Executive or 
equivalent”, which may be more appropriate in the context of the 
proposed paragraph 540.19A1. 

Hence, IESBA could consider the following wordings to retain the 
meaning of paragraph 290.164 in the January 2017 Long 
Association close-off document and also to be consistent with the 
proposed paragraph 800.9A1: 

“The provisions of R540.19 are not intended to prevent the 
individual from assuming a leadership role in the firm, such as those 

No change required. The exception is designed 
so as not to prevent the individual from assuming 
a “leadership” role in the firm. The concept of 
“those at all successively senior levels above the 
engagement partner through to the Chief 
Executive or equivalent” is different. It would, for 
example, include the business unit leader (one 
level above the audit engagement partner) who 
may not be regarded as having a leadership role 
in the firm. 
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of all successively senior levels above the engagement partner 
through to the Chief Executive or equivalent”. 

Paragraph R540.20 

39.  EY This is a general principle – it would make more sense to have it 
before R540.5 

Suggest move section to precede R540.5. 

No change – R540.20 is addressing 
circumstances involving a KAP. It should 
therefore be in the section dealing with audits of 
PIEs and not in the general provisions. 

40.  ICAS The “Other considerations” paragraphs at R540.20 are tagged on 
at the end of Section 540 after the paragraphs on “cooling off”, and 
yet they discuss matters which should be considered when 
considering the “time-on” period. 

We believe these paragraphs should be added under “Audits of 
public interest entities” (paragraphs R540.6 to R540.9) so that it is 
clear these matters should be thought about as part of the “time-on” 
considerations. 

Accepted – moved to after R540.9. 

Paragraph 540.20 A1 

41.  EY This paragraph is an exception to R540.6 … 

Suggest R540.20 A1 should be grouped with the other exceptions. 

No change – 540.20 A1 relates to R540.20 in the 
extant revised provision (extant 290.165). 

Paragraph 940.4 A1 

42.  AAA We believe the Board should consider including an additional item 
called “the assurance client’s individual(s) who is the responsible 
party or, if relevant, senior management” as the second item listed 
under ¶940.4 A1 to mirror the items listed in ¶540.4 A1. The wording 
in subsequent paragraphs (¶940.4 A2; ¶940.5 A1) refers to threats 

Accepted but limited to referring to “senior 
management” to be consistent with 540.4 A1. 
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related to responsible individuals (or senior management, if 
relevant) of the assurance client, which suggests that consistency 
with Section 540 is warranted. 

Paragraph 940.5 A1-A2 

43.  EY Factors relevant to evaluate the threats should be earlier in the 
section – at least before the safeguards.   

Suggest re-locate 940.4 A2 and 940.4 A3 to earlier in the section.  
Also, suggest remove “and the start of a new relationship…” from 
940.5 A2 consistent with earlier comment. 

Accepted. 

Effective Date 

44.  IRBA This is not directly related to the restructured Code. The position of 
the effective date at the end of this section is unusual. 

When the final amendments relating to Long Association were 
released, we did not envisage that this would be the permanent 
position of the effective date and would recommend a more 
traditional placement of the effective date at the end of the Code. 

The effective date will be placed at the end of the 
Code in the printed Handbook when the LA 
provisions are included in the Handbook, as per 
usual practice. 

45.  PwC We recommend that the Board considers also making the changes 
to the independence provisions relating to non-audit assurance 
engagements effective by reference to periods commencing on or 
after a relevant date (or to at least provide such flexibility where 
appropriate to the engagement).   While we recognise that the 
changes relating to such engagements are largely 
conforming/presentational, rather than being of substance, we 
observe that such engagements can comprise reports on periods of 
extended length (such as an assurance report on sustainability 
covering a calendar year) and to make the changes (Part 4B on 

Accepted. See discussion of effective date in the 
cover note (Agenda Item 6). 
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Independence, and Section 940 on long association) apply on a 
single date (as proposed  - June 15th, 2019 and December 15th, 
2018 respectively) could have some unintended consequences 
when a period under review crosses the relevant  date. 

 


