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PROVISION OF NON-AUDIT SERVICES

Aim:
To give adequate consideration of the acceptability of providing non-audit services to entities which are not listed (or affiliates of such an entity).

The form must be completed prior to the commencement of each type of non-audit work (including the preparation of statutory financial statements) undertaken either by the firm, or by any network firm, and approved by the A.E.P. (or, in the A.E.P.’s absence, another A.E.P. within the firm).  

For new audit clients, this should extend to non-audit services provided prior to appointment, but relating to a period that the firm will audit. In subsequent years, consideration should be given before any work is undertaken on the audit.

This checklist only provides general guidance and reference should be made to ICAN’s code of ethics Section 290: Independence ~ Audit and Review Engagements where any doubts exist. In particular, this form does not consider:

· Internal Audit Services;
· IT Services;
· Recruiting Services; and
· Corporate Finance Services.

If any of the above is to be undertaken, this should be separately considered, with reference to the ICAN Code of Ethics, prior to Ac2 being completed.

NB: If the client does not have ‘informed management’ the provision of both audit and non-audit services is not permitted.

Section 1 – Consideration of Prohibited Services
It is not possible to provide these services to an audit client. It must be documented at*** whether the firm has decided not to provide the relevant non-audit services, or whether it will resign as auditor.
Have we, or are we planning on performing (in respect of the period in which we are auditing) any of the following services:
· Any service which involves the firm taking management decisions or making judgments which are the responsibility of management
· Valuation services which involve a significant degree of subjective judgment and have a material effect on the financial statements
· Any service which involves acting as an advocate

Yes
No
Continue to Section 2
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Section 2 – Consideration of the Type of Non-Audit Services Provided and Safeguards in Place 
N.B. Complete multiple sheets if more than four different types of non-audit service are provided
N.B. Audit related non-audit services (for example, a separate report to a regulator, (e.g. that on client money handled by a solicitor)) should still be treated as a non-audit service, but it is not necessary for safeguards to be put in place, as threats to independence are insignificant

	
Non-audit service to be provided:
	
Corporation tax
	
Statutory
services
	Accountancy
(including preparation of financial statements)
	
Other (specify)
	


	Member of informed management designated to receive results of the service (if different to person named on Regulation of Auditor’s Checklist):
	
	
	
	
	

	Members of staff to be involved in non-audit service:

	
	
	
	
	

	Partner who will oversee provision of non-audit service:
	
	
	
	
	Total
CU

	Fee (on an annual basis) for providing this non-audit service (a):
	
	
	
	
	

	Expected audit fee in respect of the current period (b):
	
	
	
	
	

	Multiple of total non-audit fees to audit fee (a/b) (only required if total non-audit fees exceed audit fee)
	
	
	
	
	

	

	Will the person performing the non-audit service or the partner responsible for this form part of the audit team?
	
	
	
	
	

	Where the question above is answered ‘yes’ the necessary safeguards should be documented here. These safeguards could include:
· the non-audit service is reviewed by a partner or senior staff member with suitable expertise and who is not part of the audit team;
· the audit is subject to an EQCR; or
· the staff involved in the non-audit service are sufficiently experienced and senior to mitigate the self review threat of the partner being responsible for both assignments.
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Section 3 – Consideration of Self Interest Threat Arising from Substantial Fees from Non Audit Services
Are non-audit fees in excess of three times1 the audit fee?
The A.E.P. must consult with the Ethics Partner to determine whether it is appropriate to act. Notes of this discussion must be documented below***
Has the Ethics Partner determined that we can provide this combination of services? 

Yes




No




Yes
Are total non-audit fees in excess of the audit fee?


No
Ensure the Planning Letter is tailored to document the non-audit services provided and the safeguards implemented.
Complete the conclusion on page 4.


Yes



Are the non-audit fees considered to be ‘substantial’ because they are either:
· twice the audit fee (where the audit fee exceeds US$20,000);2 or
· considered to be ‘substantial’ for any other reason*?







No
No



Yes



Yes
Has the A.E.P. documented below*** why it is appropriate to continue to provide these non-audit services and how the self interest threat has been reduced to an acceptable level?

The firm is unable to provide the proposed combination of audit and non-audit services***


No




* “Substantial” should be considered both in terms of the audit firm and the audit client.1 A self interest threat arises where substantial non-audit fees are ‘regularly’ generated. If it considered that the substantial fee is not ‘regular’ the reason for this should be documented at *** below.
***(Where appropriate): Documentation by the A.E.P. of how the self interest threat has been reduced to an acceptable level / details of communication with the Ethics Partner / Details of which services (audit or non-audit) will not be provided:







Conclusion

1. The client has informed management.  I consider that there are no threats arising from fee income from the non-audit services provided / to be provided to the client and that the services can be provided.*
2. The client has informed management. I consider that the threats imposed by the non-audit services provided / to be provided to the client and the resulting level of fee income have been reduced to an acceptable level as documented above.*
3. We will not provide other services as it is not possible to put sufficient safeguards in place and we wish to remain as auditor.*
4. We will provide other services but because it is not possible to put sufficient safeguards in place, we will resign as auditor.*
	
Signature:
	
(A.E.P.)

	
Date:
	



* Delete as appropriate

Notes:

1. The audit firm can set their own criteria, but non-audit fees greater than three times the audit fee are likely to create a self-interest threat, which needs to be mitigated.
2. [bookmark: _GoBack]Although the audit firm can set its own criteria, in circumstances where the audit fee is more significant to the firm, non-audit fees which represent a lower multiple of the audit fee are likely to be considered ‘substantial’.
Definitions:

	Audit related non-audit services:
	The following are generally treated as being audit related non-audit services:
· Reporting required by law or regulation to be provided by the auditor;
· Reviews of interim financial information;
· Reporting on regulatory returns;
· Reporting to a regulator on client assets;
· Reporting on government grants;
· Reporting on internal financial controls when required by law or regulation; and
· Extended audit work that is authorized by those charged with governance performed on financial information and / or financial controls where this work is integrated with the audit work and is performed on the same principal terms and conditions.


	“Informed management”:
	Member of management (or senior employee), of the audited entity who has the authority and capability to make independent management judgments and decisions in relation to non-audit services on the basis of information provided by the audit firm.


	Safeguards:
	Safeguards include:
· Non-audit services provided by the firm are performed by partners and staff who have no involvement in the external audit of the financial statements; or
· The non-audit services are reviewed by a partner or other senior staff member with appropriate expertise who is not a member of the audit team; or
· An engagement quality control review is performed.
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