Appendix 1.3
Ac2

	
Client:
	
[bookmark: clientname]

	
Period:
	
[bookmark: periodend]




REGULATION OF AUDITOR’S CHECKLIST

This form must be completed by the A.E.P. before any work is undertaken on the file.

[bookmark: _GoBack]Whilst answering these questions the following matters should be fully considered for the audit firm and any network firm: independence, integrity, conflicts of interest with other clients, economic dependence, trusts, matters arising with regulatory authorities, ability to service the client, other services provided to the client and hospitality. Additional guidance is available in legislation and the Code of Ethics issued by the ICAN.  

Any YES answers should be fully explained along with the safeguards, which will enable us to accept / continue with the appointment. 

Significant issues must be discussed with the Ethics Partner and details of the discussion documented on file.

Definitions are given at the end of the document.

	
	
	
	YES/NO
	COMMENTS

	1
	Have the terms of engagement not yet been agreed?

If any of the following factors are relevant to this audit assignment, a new letter of engagement should be issued:

· A recent change of senior management;
· A significant change in ownership; 
· A change in the financial reporting framework adopted in the preparation of the financial statements; or
· A change in other reporting requirements.

	
	
	

	2
	Companies which meet the firm’s criteria for accelerated rotation: has the A.E.P. or other key audit principals been in the role for [number] or more consecutive years? 

All other clients: has the A.E.P. or other key audit principal been in the role for more than 10 consecutive years? 

	
	
	

	3
	Has a partner (including the engagement partner and EQCR), joined the client in a key management position, and has less than two years elapsed since the end of the last audit that they worked on?

Careful consideration should be given as to whether this is the most appropriate course of action and clear reasoning given if the firm decides to continue in the engagement.

	
	
	




	
	
	
	YES/NO
	COMMENTS

	4
	Will total recurring fees for client or where they are part of a group, the group exceed 10% of the gross practice income?

N.B. This limit is not established in the Code of Ethics issued by IESBA, but is recommended by a number of audit regulators worldwide.  In the event that fees exceed this limit, it should be clearly documented why it is still appropriate for the firm to continue to act as auditor

	
	
	

	5
	Are there fees outstanding which are substantially in excess of our normal credit terms?

N.B.  If outstanding fees are in excess of normal credit terms, document the period in question.

Consideration should also be given to work in progress where billing has been deferred ~ document the amount and period in question.

	
	
	

	6
	Have the actual amount of the fees for the preceding audit, along with terms for the payment, not yet been agreed?

	
	
	

	7
	Have any contingent fee arrangements been agreed in respect of any services?

NB: Audit work cannot be undertaken on a contingent fee basis, neither can non-audit services if the contingent fee is material to the firm, or the outcome of the non-audit services is dependent upon a future audit judgment. Tax services cannot be undertaken on a contingent fee basis where the fee is dependent on the proposed application of tax law which is uncertain or has not been established

	
	
	

	8
	Does the audit firm or any network firm act as company secretary or director for the audit client or associated undertaking?

NB: If the answer to this question is yes then no safeguard can be implemented which would enable the audit to be undertaken.

	
	
	

	9
	Does any partner or director of the audit firm or network firm act as company secretary or director to the company or associated undertaking, in either an official or unofficial capacity?

NB: If the answer to this question is yes then no safeguard can be implemented which would enable the audit to be undertaken.

	
	
	

	10
	Does a person who can influence the audit (or a member of their close or immediate family) hold any shares or other beneficial interest in the client?

	
	
	

	
	
	
	YES/NO
	COMMENTS

	11
	Is a person who can influence the audit (or a member of their close or immediate family) a trustee of a trust that owns shares in the client?

	
	
	

	12
	Is there any loan or other financial arrangement between a person who can influence the audit (or a member of their close or immediate family) and the client?

	
	
	

	13
	Does a person who can influence the audit (or a member of their close or immediate family) purchase goods or services from the client in the ordinary course of business where the value of the purchase is material to either party?

	
	
	

	14
	Does a person who can influence the audit (or a member of their close or immediate family) have close family or personal relationships with the client?

	
	
	

	15
	Are we aware of any conflicts of interest?

	
	
	

	16
	Are we involved in, or threatened with, any litigation with this client?

NB: Where this is the case the audit firm cannot accept the engagement.

	
	
	

	17
	Have we, or any other person who can influence the audit, accepted or been given gifts or hospitality by the client in excess of that acceptable under the firm’s criteria?

	
	
	

	18
	Are we acting for a parent undertaking of a group, preparing consolidated financial statements, where we only act for an insignificant proportion of the group?

NB: Where this is the case the audit firm should consider not accepting the engagement.

	
	
	

	19
	Is there any indication that the directors may impose a limitation of scope resulting in a disclaimer of opinion being issued on the financial statements (NSA 705.13(b)(i))?

NB: Where this is the case the audit firm cannot accept the engagement.

NB2: Where in preceding periods a disclaimer of opinion has been given arising from an imposed limitation of scope (irrespective of whether the firm acted as auditor for this period), directors’ written representations should be obtained that this situation will not arise again this year. In addition, this issue should be fully discussed with the Ethics Partner.

	
	
	

	
	
	
	YES/NO
	COMMENTS

	20
	Are we lacking the technical expertise and support and other resources to undertake this engagement?

	
	
	

	21
	Has assessment of the integrity of the owners, directors and management given any cause for concern?

	
	
	

	22
	Has the firm provided any valuation services (including litigation support and actuarial services) for the client that prohibit the audit from being undertaken?

N.B. Valuation services can only be provided if they are immaterial to the financial statements or non subjective.

	
	
	

	23
	Has the firm provided any prohibited services to an entity that has recently been acquired by the audit client? 

N.B. The firm has no more than three months after the effective date of an acquisition to eliminate threats which could impair independence.

	
	
	

	24
	Complete form Ac3 (App 1.5) – Provision of Non-Audit Services to Audit Clients for all non-audit services to be provided by the firm, and any network firm to the audit client or any of its associated undertakings.  Do any of these services affect our service as auditors of this client?

	
	
	

	25
	Do we know of any other factors that could affect independence or otherwise indicate that we should not accept this appointment?

For instance, this might include the situation where an individual who was employed by the client within the last two years has now joined the audit firm.

	
	
	

	26
	Based on an overall assessment of threats on an individual and cumulative basis, would an objective, reasonable and informed third party conclude that the firm’s integrity, objectivity or independence are compromised? If so, the firm shall not act as auditor.

	
	
	




Name of A.E.P., not connected with this assignment, to whom staff may bring any grievances related to this engagement: 					

Those Charged With Governance and Management:

NSA 260 / 265 requires different matters to be communicated separately to those charged with governance and to management.  Where those charged with governance and management are the same individuals (for example, all matters are dealt with solely by the directors of the company), it is not necessary for these matters to be communicated twice.

[EITHER]

The Directors are actively involved in the day-to-day operations of the entity and are therefore considered to be both management and those charged with governance. 


Name of Informed Management: ……………………………… 

Justification of why they can be considered Informed Management:
……………………………………………………………………………………………………………………………………………………………………………………………………………………

Informed management is a “Member of management (or senior employee) of the entity relevant to the engagement who has the authority and capability to make independent management judgments and decisions in relation to non-audit / additional services on the basis of information provided by the firm”

Our primary contact (if different from Informed Management) for the audit will be: …………………………………………………………………………………………………………

[OR]

The Directors are not actively involved in the day-to-day operations of the entity and are therefore considered to be those charged with governance. 

Management of the entity has been delegated to ………………………………………….

Our primary contact of those charged with governance will be……………………………………….

Our primary contact within the management team will be……………………………………………

Name of Informed Management: ……………………………… 

Justification of why they can be considered Informed Management:
……………………………………………………………………………………………………………………………………………………………………………………………………………………

Communication of certain matters will be required with both those charged with governance AND management. The following documents will evidence this dual communication:
· Letter of engagement
· Preliminary planning procedures
· Planning letter
· Letter of representation
· Management letter

ENGAGEMENT QUALITY CONTROL REVIEW:

An EQCR needs to be undertaken on all audits where:

· The firm’s criteria for a review has been met (see page 8);
· The A.E.P. deems it necessary for a review to be undertaken; or
· It is required as a safeguard against threats which have been identified to the firm’s objectivity and independence.  It should be considered on all assignments where non-audit services have been provided.

Note that it is necessary for the EQCR to be appointed by the firm’s Ethics Partner and not by the A.E.P.  The A.E.P. should avoid excessive consultation with the EQCR during the assignment, as this may lead to the reviewer’s ability to perform an objective review being impaired.  Where excessive consultation has taken place, the EQCR will need to be replaced.

	*No EQCR needs to be performed.

	

	*It is necessary for an EQCR to be performed and this will be performed by
	



	*Where the ECQR is undertaken by an external reviewer the name of the organisation which they work for
	



* - Delete as appropriate

	[bookmark: Reasonsecondreview]REASON FOR EQCR (If an EQCR review was performed in the previous period, but is not being performed in the current period, this decision must also be justified.)  




	SCOPE OF EQCR (NSA 220.20):
· Discussion of significant matters with the A.E.P.;
· Review of the financial statements and the proposed auditor’s report;
· Review of selected audit documentation relating to the significant judgments the engagement team made and the conclusions it reached; and 
· Evaluation of the conclusions reached in formulating the auditor’s report and consideration of whether the proposed report is appropriate.




Authority to accept appointment:

Having completed the checklist I *do / *do not consider that there are any perceived threats to our independence, integrity and objectivity, and believe that we *can accept / *can accept with the stated safeguards / *cannot accept this appointment.

Where necessary, adequate consultation has been undertaken with the Ethics Partner and documented at 				.

	
Signature:
	
(A.E.P.)

	
Date:
	




If appropriate:
	
Signature:
	
(EQCR) 

	
Date:
	




– If the answer to this question is ‘Yes’ one of the following actions must be taken:

1. The A.E.P. is ‘rotated’ and another A.E.P without recent involvement in the audit of this client is appointed in their place;
2. An additional A.E.P. who has not recently been part of the engagement team conducts an EQCR;
3. The audit file is subject to an external EQCR; or
4. Inform the client in the planning letter that the long association rule has been breached but the safeguards suggested by the standard have not been implemented. Document any safeguards which do exist.

– As an alternative to signing this form, it is acceptable to cross-reference this form to a concluded review undertaken by the EQCR which has considered the planning stage of the assignment

Definitions:

	Close family:
	A non-dependent parent, child or sibling.

	Engagement Quality Control Reviewer (EQCR):
	A partner, other person in the firm, suitably qualified external person, or a team made up of such individuals, none of whom is part of the engagement team, with sufficient and appropriate experience and authority to objectively evaluate the significant judgments the engagement team made and the conclusions reached in formulating the report.

	Immediate family:
	A spouse (or equivalent) or dependent.

	Key management position:
	Any position at an entity relevant to an engagement which involves the responsibility for fundamental management decisions at the audited entity, including an ability to influence the accounting policies and the preparation of the financial statements of the audited entity.  A key management position also arises where there are contractual and factual arrangements which in substance allow an individual to participate in exercising a management function in a different way (such as via a consulting contract).

	Key partner involved in the engagement:
	A partner, or other person in the engagement team (other than the engagement partner. or engagement quality control reviewer) who either:
· Is involved at the group level and is responsible for key aspects of the engagement, including decisions or judgments on significant matters, or risk factors that relate to the engagement for that entity; or
· Is primarily responsible for the engagement work in respect of a significant affiliate, division or function of the entity. 


	Network firm:
	Any entity which is part of a larger structure that is aimed at co-operation and which is:
(i) 	Controlled by the audit firm; or
(ii) 	Under common control, ownership or management; or
(iii)	Part of a larger structure that is clearly aimed at profit or cost sharing; or
(iv)	Otherwise affiliated or associated with the audit firm through common quality control policies and procedures, common business strategy, the use of a common name or through the sharing of significant common professional resources.




Scenarios where Engagement Quality Control Review is required:

	Criteria where Engagement Quality Control Review should be performed:
	· Any client where an EQCR is required by the firm’s regulatory body;
· Any client where an EQCR is required by the ICAN’s Code of Ethics; and
· Any additional criteria determined by the firm as documented in the firm’s Audit Procedures Manual.
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