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1.6

SCOPE AND APPLICATION

Accounting Professional & Ethical Standards Board Limited (APESB) issues APES
110 Code of Ethics for Professional Accountafttis Codg. This Code is operative
from 1 July 2011 and supersedes APES 10ode of Ethics for Professional
Accountants(issuedin June 2006 and subsequgnamened in February 2008).
Earlier adoption of i3 Code is permittedTransitional provisions relating to Public
Interest Entities, partner rotation, no@ssurance services, Feés relative size,
compensation and evaluation policies gpjpbm the date specified in thespective
transitional provisiongrefer page 32).

All Members in Australia shall comply withAPES 110including when providing
Professional Services in an honorary capacity.

All Members practicing outside of Australia shall comply WitRES 110to the extent
to which they are ot prevented from so doing by specific requirements of local laws
and/or regulations.

This Codeis not intended to detract from any responsibilities which may be imposed by
law or regulation. AUASB has issued auditing standards as legislative ingtntsn

under theCorporations Act 200{the Act). For audits and reviews under the Act, those
standards have legal enforceability. To the extent that those auditing standards make
reference to relevant ethical requirements, the requirements of APES ld(ebal
enforceability due to Auditintandard ASA 102 Compliance with Ethical
Requirements when Performing Audits, Reviews and Other Assurance Engagements

All references to Professional Standards, guidance notes and legislation are references
to those provisions as amended from time to time.

In applying the requirements outlohen this Code,Membersshall be guided, not
merely by thevords but also by the spirit of this Code.



2 DEFINITIONS

In this Code of Ethics for Professional Accountathe following expressions have the
following meanings assigned to them:

[AUST] AASB means the Australian statutory body called the Australian Accounting
Standards Board that was established under section 226 éfusitealian Securities and
InvestmentsCommission Act 198@nd is continued in existence by section 261 of the
Australian Securities and Investments Commission Act.2001

AcceptableLevel means devel at which a reasonable and informed third party would be
likely to conclude, weighing all thepecific facts and circumstances available to the Member
at that time, that compliance with the fundamental principles is not compromised.

[AUST] Administration means an insolvency arrangement arising from an appointment,
ot her than a mquiddiaruadér which Aruinsdlvant gntityl operates.

Advertisingmeans lhe communication to the public of information as to the services or skills
provided by Members in Public Practice with a view to procuring professional business.

Assurance Clientmeansthe responsible party that is the person (or persons) who:
(@) Inadirect reportingngagement, is responsible for the subject matter; or

(b) In an assertiotbasedengagement, is responsible for the subject matter information and
may be responsible for thelgact matter.

Assurance Engagementmeansan engagement in which a Member in Publica&tice
expresses a conclusiatesigned to enhance the degree of confidence of the intended users
other than the responsible party about the outcome of the evaluatioeasumement of a
subject matter against criteria.

This includes amngagement in accordance witike Framework for Assurance Engagements
issued by the AUASB or in accordance with specific relevant standards, such as International
Standards on Auditing, fgkssurance Engagements.

Assurance Teanmeans:
(@ All members of th&ngagemenTeam for the Assurance Engagement;

(b) All others within a Firm who can directly influence the outcome of the Assurance
Engagement, including:

() those who recommend the compation of, or who provide direct supervisory,
management or other oversight of the Assurance Engagepeetrer in
connection with the performance of the Assurance Engagement;

(i) those who provide consultation regarding technical or industry speafiess
transactions or events for the Assurance Engagement; and

(i) those who provide quality control for the Assurance Engagement, including those
who perform the EngagementQuality Control Review for the Assurance
Engagement.



[AUST] AuASB means the Auting and Assurance Standards Board which issued
Australian auditing and assurance standards up to 30 June 2004, under the auspices of the
Australian Accounting Research Foundation, a joint venture of CPA Australia and the
Institute of Chartered Accountanin Australia.

[AUST] AUASB means lte Australian statutory body called the Auditing and Assurance
Standards Board established under section 227A dkuk&alian Securities and Investments
Commission Act 2001

Audit Client means a entity in respect ofvhich a Firm conducts an Audit Engagement.
When theclient is a Listed Entity, Audit Client will always include its Related Entities. When
the Audit Client is not a Listed Entity, Audit Client includes those Related Entities over
which theclient has diret or indirect control.

Audit Engagemenimeans aeasonable Assurance Engagement in which a MemberhiicP
Practiceexpresses an opinion whether Financial Statements are prepared, in all material
respects (or give a true and fair view or are presergely,fin all material respects,), in
accordance with an applicable financial reporting framework, such asngegement
conducted in accordance with Auditiagd Assurancé&tandards. This includes a statutory
audit, which is an audit required by legistettior other regulation.

Audit Teammeans:
(@ All membersf theEngagemenTeam for the Audit Engagement;

(b) All others within a Firm who can directly influence the outcome of the Audit
Engagement, including:

() those who recommend the compensation ofylbo provide direct supervisory,
management or other oversight of tregagement Partner in connection with the
performance of the Audit Engagement including those at all successively senior
levels above the Engagement Partner through to the individual véeho t he Fi r m
senior or managingartner (chief executive or equivalent);

(i) those who provide consultation regarding technical or indisgtegific issues,
transactions or events for the Audit Engagement; and

(i) those who provide quality control for themgagenent, including those who
perform the Engagement Quality Control Review for the Audit Engagement; and

(c) All those within a Network Firm who can directly influence the outcome of the Audit
Engagement.

[AUST] Auditing and Assurance Standardseans:

(@) the AUASB standards, as described in ASA Fx@amble to AUASB StandardsSA
101 Preamble to Australian Auditing Standardsand the Foreword to AUASB
Pronouncementsssued by the AUASB, and operative from the date specified in each
standard; and

(b) those standasdissued by the AuASB which have not been revised and reissued
(whether as standards or as guidance) by the AUASB, to the extent that they are not
inconsistent with the AUASB standards



[AUST] Australian Accounting Standardsmeans the Accounting Standardincluding
Australian Accounting Interpretations) promulgated by the AASB.

Close Familymeans garent, child or sibling who is not an Immediate Family member.

Contingent Feemeans dee calculated on a predetermined basis relating to the outcome of a
transaction or the result of the services performed by the Firm. A fee that is established by a court
or other public authority is not a Contingent Fee.

Direct Financial Interestmeans d&inancial Interest:

. Owned directly by and under the control of adiwdual or entity (including those
managed on a discretionary basis by others); or

. Beneficially owned through a collective investment vehicle, estate, trust or other
intermediary over which the individual or entity has control, or the ability to influence
investment decisions

Director or Officer means lhose charged with the governance of an entity, or acting in an
equivalent capacity, regardless of their title

Engagement®artner meansltepartner or other person in the Firm who is @sgble for the
engagemenand its performance, and for the report that is issued on behalf of the Firm, and
who, where required, has the appropriate authority from a professional, legal or regulatory
body.

EngagementQuality Control Reviewmeans aprocess designed to mpide an objective
evaluation, on or before the reportissued, of the significant judgments the Engagement
Team made and tle®nclusions it reached in formulating the report.

EngagementTeam means k partners and staff performing thengagement, and §n
individuals engagedy the Firm or a Network Firm who perform procedures on the
engagement. This excludes External Experts engaged by the Firm or a Network Firm.

Existing Accountant means aMember in Public Practice currently holding an audit
appointmenor carryingout accounting, taxation, consulting or similar Professional Services
for aclient.

External Expertmeans a individual (who is not gartner or a member of the professional
staff, including temporary staff, of the Firm or a Network Firmpgganisation possessing
skills, knowledge and experience in a field other than accounting or auditing, whose work in
that field is used to assist the Member in obtaining sufficient appropriate evidence.

Financial Interest means a interest in an equityrather security, debenture, loan or other
debt instrument of an entity, including rights and obligations to acquire such an interest and
derivatives directly related to such interest.



Financial Statementaneana structured representation of Historicah&ncial Information,
including relatedn ot e s, i ntended t o communi cat e an
obligations at a point in time or the changes therein for a period of time in accordance with a
financial reporting framework. The related notes orndipacomprise a summary of
significant accounting policies and other explanatory information. The term can relate to a
complete set of Financial Statements, but it can also refer to a single Financial Statement, for
example, a balance sheet, or a stateroénévenues and expenses, and related explanatory
notes. The requirements of the financial reporting framework determine the form and content
of the Financial Statements and what constitutes a complete set of Financial Statements. For
the purposes of th Standard financial report is considered to be an equivalent term to
Financial Statements.

Financial Statements orwhich the Firm will express an Opiniormeans m the case of a
single entity,the Financial Statements of that entity. In the caseoasdidated Financial
Statements, also referred to as group FinanStatements, the consolidated Financial
Statements.

Firm means:
(&) Asole practitioner, partnershiporporationor other entityof professional accountants;

(b) An entity that controls sth parties, through ownership, management or other means;

(c) An entity controlled by such parties, through ownership, management or other means;
or

(d) AnAuditorGener al 6s office or department.

Historical Financial Information means mformation expresskin financial terms in relation

to aparticular entity, derivep r i mar i |y from that entityods acc
events occurringn past time periods or about economic conditions or circumstances at points

in time in the past.

Immediate Family means @&pouse (or equivalent) or dependent.

Independencaes:

(@) Independence of minidl the state of mind that permits the expression of a conclusion
without being affected by influences that compromise professional judgment, thereby
allowing an indvidual to act with integrity, and exercise objectivity and professional
scepticism

(b) Independence in appearariceahe avoidance of facts and circumstances that are so
significant that a reasonable and informed third party would be likely to conclude,
wei ghing al/l the specific facts and circu
Audi t or Assurance Teambs, integrity, ob
compromised.

Indirect Financial Interest means aFinancial Interest beneficially owd through a
collective investment vehiclestate, trust or other intermediary over which the individual or
entity has no control or ability to influence investment decisions.



Key Audit Partner means he Engagement Partner, the individual responsibte tlie
Engagement Quality Control Review, and othedit 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 Opinigerdeng upon the
circumstances and the rol e angifpat heer adi magunh
for exampleaudit partners responsible for significant subsidiaries or divisions.

Listed Entitymeans a entity whose shares, stock or detat quoted or listed on a recognised
stock exchange, or are marketed under the regulations of a recognised stock exchange or
other equivalent body.

[AUST] Member means a member of a professional body that has adopted this Code as
applicable to their memb&hip, as defined by that professional body.

Member in Businessmeans aMember employed or engaged in an executive or- non
executive capacity isuch areas as commerce, industry, service, the public sector, education,
the not for profit sector, regulatorpdies or professional bodies, or a Member contracted by
such entities.

Member in Public Practicemeans aMember, irrespective of functional classification (e.g.,
audit, tax or consulting) ia Firm that provides Professional Services. This term is alb us

to refer to a Firm of Members in Public Practice and means a practice entity and a participant
in that practice entity as defined by the applicable professional body.

Networkmeans darger structure:
(&) Thatis aimed at coperation; and

(b) That is clearlyaimed at profit or cost sharing or shares common ownership, control or
management, common quality control policies and procedures, common business
strategy, the use of a common brarane, or a significant part of professional
resources.

Network Firm mears aFirm or entity that belongs to a Network.
Office means alistinct subgroup, whether organised on geographical or practice lines.

ProfessionalServicesmeans srvices requiring accountancy or related skills performed by a
Member including accounting,auditing, taxation, management consulting and financial
management services.

Public InterestEntity means:
(&) A Listed Entity; and

(b) An entity (a) defined by regulation or legislation as a public interest emti{p) for
which the audit is requireldy regulation or legislation to be conducted in compliance
with the same Independence requirements that apply to the audit of Listed Entities.
Such regulation may be promulgated by any relevant regulator, including an audit
regulator.



Related Entitymears an entity that has any of the following relationships withdient:

(@) An entity that has direct or indirect control over thient if the client is material to
such entity;

(b) An entity with a Direct Financial Interest in tloient if that entityhas significant
influence over thelient and the interest in thaient is material to such entity;

(c) An entity over which thelient has direct or indirect control;

(d) An entity in which theclient, or an entity related to thaéient under (c) abovehas a
Direct Financial Interest that gives it significant influence over such entity and the
interest is material to thaient and its related entity in (c); and

(e) An entity which is under common control withtdei ent (a HAsi serer ent
entity and thelient are both material to the entity that controls boticlieamt and sister
entity.

Review Clientmeans a entity in respect of which a Firm conducts a Review Engagement.

ReviewEngagemenimeans a Assurance Engagementwhich a Menber in Public Practice
expressesa conclusion whether, on the basfsthe procedures which do not provide all the
evidence that would be required in an audit, anything has come to the attention of the
Member that causes the Member to believe that thtotitial Financial Information is not
prepared in all material respects in accordance with an applicable financial reporting
framework such asan engagement conducted in accordance witiditing and Assurance
Standards orfiReview Engagements.

Review Teanmeans:
(@) All members of the Engagement Team for the Review Engagement; and

(b) All others within a Firm who can directly influence the outcome of the Review
Engagement, including:

() those who recommend the compensation of, or who provide direct supervisory,
manaement or other oversight of the Engagement Partner in connection with the
performance of the Review Engagement including those at all successively senior
| evel s above the Engagement Partner thr
senior or managingartner (chief executive or equivalent);

(i) those who provide consultation regarding technical or industry specific issues,
transactions or events for tbegagement; and

(i) those who provide quality control for thengagement, including those who
perform the Enggement Quality Control Review for tagagement; and

(c) All those within a Network Firm who can directly influence the outcome of the Review
Engagement.

Special Purposd-inancial Statementanears Financial Statements prepared in accordance
with a financialreporting frameworkdesigned to meet the financial information needs of
specified users.



Those Chargedvith Governancemeans lie persons witliesponsibility for overseeing the
strategic direction of the entity and obligations related to the accountabithg entity. This
includes overseeing the financial reporting process.
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SECTION 100
Introduction and Fundamental Principles

100.1 A distinguishing mark of the accountancy profession is its acceptance of the
responsibilityto act in the public interestTherefore, aM e mb eresgossibility is
not exclusively to satisfy the needs of an individu&nt or employer.In acting in
the public interest, &ember shall observe and comply with this Code. If a
Memberis prohibitedfrom complying with certain parts of this Code by law or
regulation, theviembershall comply with all other parts of this Code.

100.2 This Codecontainsthree parts. Part A establishes the fundamental principles of
professional ethics forMembers and praides a conceptual frameworthat
Membes shall applyo:

(8 Identify threats to compliance with the fundamental principles
(b) Evaluaethesignificanceof the threats identifiedgnd

(c) Apply safeguards, ennecessaryto eliminatethe threatsor reduce them to
anAcceptable_evel Safeguards are necessary whenMenberdetermines
that thethreats are not at a level at which a reasonable and informed third
party would be likely to conclude, weighing all the specific facts and
circumstancesvaileble to theMemberat that timethat compliance with the
fundamental principles is not compromised.

A Membershall use professional judgment in applying this conceptual framework.

100.3 Parts B and Glescribehow the conceptual framework apglia certan situations.
They provide examples of safeguards that may be appropriate to address threats to
compliance with the fundamental principléEhey also describesituations where
safeguards are not available to address the threasitd consequentlythe
circumstanceor relationship creating the threatsall be avoided. Part B applies to
Membersin Public Practice Part C applies tdMembersin Business Membersin
Public Practice may also find Part C relevant to their particular circumstances.

1004 Thewed t he wointhdis Qodeimposed adequiremenbn theMemberor
Firm to comply with the specific provisioni n  whi c h Ashall o
Compliance igequiredunlessan exception is permitted by this Code.

Fundamental Principles

1005 A Membershall comply with the following fundamental principles:

(&) Integrity T to be straightforward and honest in all professional and business
relationships.

(b) Objectivityi to not allow bias, conflict of interest or undue influence of others
to override professionalr business judgments.

(c) Professionalcompetence andue carei to maintain professional knowledge
and skill at the level required to ensure thatliant or employer receives
competentProfessionalServices based on current developments in practice,
legislaion and techniqueandact diligently and in accordance with applicable
technical and professional standards

12
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(d) Confidentialityi to respect the confidentiality of information acquired as a
result of professional and business relationships tnatefore,not disclose
any such information to third parties without proper and specific authority
unless there is a legal or professional right or duty to discluseusethe
informationfor the personal advantage of fdlemberor third parties.

(e) Professionalbehaviour i to comply with relevant laws and regulations and
avoid any action that discredits the profession.

Each of these fundamental principles is discussed in more detail in Sectigns 110
150.

Conceptual Framework Approach

1006

1007

1008

1009

The circumstances in whicMembers operate maycreate specific threats to
compliance with the fundamental principles. It is impossible to define every
situation that creates threais compliance with the fundamental principlasd
specify the appropriate action. In addition, théura of engagements and work
assignments may differ anadonsequently different threats maybe created
requiring the application of different safeguard@kerefore, this Codestablishes
conceptual framework that requiresMember to identify, evaluateand address
threats to compliance with the fundamental principles. The conceptual framework
approachassistsa Memberin complying with the ethical requirements of this Code
and meeting their responsibility to act in the public inteléstccommodatesany
variations in circumstances that create threats to compliance with the fundamental
principlesandcan deter dMemberfrom concluding that a situation is permitted if it

is not specifically prohibited.

When a Memberidentifies threatdo compliance with the fundamental principles
and, based on aevaluation of thse threats, determindbat they are not at an
Acceptablelevel the Membershall determine whether appropriate safeguards are
available and can be applied to eliminate the threats dwcee them to an
Acceptable Level. In making that determination, thdember shall exercise
professional judgment and take into accowtiethera reasonable and informed
third party, weighing all the specific facts and circumstan@esilable to the
Member at the time would be likely to conclude that the threatswould be
eliminatedor reduced to anAcceptablelLevel by the application of the safeguards
such that compliance with the fundamental principles is not compromised.

A Membershallevaluate anyhreats to compliance with the fundamental principles
when the Member knows, or could reasonably be expected to know, of
circumstances or relationships that may compromise compliance with the
fundamental principles.

A Membershall take qualitative & well as quantitative factors into account when
evaluatingthe significance of a thredtvhen applying the conceptual framework, a
Membermay encountesituations in which threats cannot &léminated or reduced
to an AcceptableLevel either because th#reat is too significant or because
appropriate safeguards are not available or cannot be agpligach situationghe
Membershall decline or discontinue the specifttofessionalService involved oy
when necessaryresign from theengagemen{in the case of aMemberin Public
Practice) or the employing orgaation (in the case of Memberin Business).

13



10010 A Membermay inadvertently violate a provision of this Codepending on the
nature and significance of the matteuch an inadvertent Vetion may be deemed
not to compromise compliance with the fundamental principles provided, once the
violation is discovered, the violation is corrected promptly and any necessary
safeguards are applied.

100.1 When aMemberencounteraunusualcircumstanesin which the application of a
specific requirement of the Code would result in a disproportionate outcome or an
outcome that may not be in the public interéss recommended thahe Member
consult with a member body or the relevant regulator.

Threds and Safeguards

100.12 Threatsmay becreated bya broad range aklationshipsandcircumstancesWhen
arelationship or circumstanczeats a threat such a threatould compromiseor
could be perceived to compromiseMembeb sompliancewith the fundamental
principles.A circumstance or relationship may create more than one threat, and a
threat may affect compliance with more than one fundamental prin€imleats fall
into one or more ofthe following categories:

(a) Selfinterest threatb the threat thata financial or other intereswill
inappropriately influence thiglembed s j udgmemt or behavi o

(b) Selfreview threatb the threat that Memberwill not appropriately evaluate
the results of previous judgmemnhadeor serviceperformed l the Member
or by another individuawithin theMembeb Birm or employing orgarsation,
on whichthe Memberwill rely whenforming a judgment as part of providing
a currenservice

(c) Advocacy threatb the threat thata Member will promote aclientd sor
emp | oy positios to the point thatthe Membeb sobjectivity is
compromised,;

(d) Familiarity threatb the threat thatlue to a long or close relationship with a
client or employer a Memberwill be too sympathetic to theinterestsor too
accepting of thie work; and

(e) Intimidation threatb the threat that Memberwill be deerred from acting
objectively because ofactual or perceivegressuresincluding attemptgo
exercisaundueinfluence ovethe Membetr

Parts B and C of this Codeplainhow these categas of threat may be created
for Membersin Public Practice andMembersin BusinessrespectivelyMembersin
Public Practice may also find Part C relevant to their particular circumstances.

100.13 Safeguardsire actions or otheneasureshat may eliminate threatsor reducethem
to anAcceptabld_evel Theyfall into two broad categories:

(&) Safeguards created by the profession, legislation or regulation; and
(b) Safeguards in the work environment.

14



100.4 Safeguards created by the profession, legislationgodaton include:

. Educational, training and experience requirements for entry into the
profession.

. Continuing professional development requirements.

. Corporate governance regulations.

. Professional standards.

. Professional or regulatory monitoring and disicigty procedures.

. External review by a legally empowered third party of the reports, returns,
communications or information produced bylamber

100.55 Parts B and C othis Code discuss safeguards in the work environment for
Membersn Public Practice ad Membersin Businessrespectively

100.16 Certain safeguards may increase the likelihood of identifying or deterring unethical
behaviarr. Such safeguards, which may be created by the accounting profession,
legislation, regulatioyor an employing orgasation, include:

. Effective, wellpublicised complaint systems operated by the employing
organgation, the profession or a regulator, which enable colleagues,
employers and members of the public to draw attention to unprofessional or
unethical behaviar.

e An explicitly stated duty to report breaches of ethical requirements.

Ethical Conflict Resolution

100.I7r A Membermay be required to resolve a conflictdomplying withthe fundamental
principles.

100.188 When initiating either a formal or informal conflicsolution process, the following
factors either individually or together with othéactors may be relevant tohe
resolution process:

(&) Relevant facts;

(b) Ethical issues involved;

(c) Fundamental principles related to the matter in question
(d) Established intefad proceduresand

(e) Alternative courses of action.

Having considered theelevant factorsa Membershall determine the appropriate
course of actioyweighing the consequences of each possible course of action. If the
matter remains unresolved, theembermay wish toconsult with other appropriate
persons within th&rm or employing orgarsation for help in obtaining resolution.

10019 Where a matter involves a conflict with, or within, an orgaton, aMembershall
determine whether taconsult with Those Charged with Governance of the
organgation, such as the boardBirectors or the audit committee.

10020 It may be in the best interests of Memberto document the substance of the issue
thedetails of any discussions he&hdthe decisionganadeconcerning that issue.

15



100.2

100.2

If a significant conflict cannot be resolved, Member may considerobtairing
professional advice from the relevant professional bodyoon legal advisorsThe
Member generally can obtain guidance on ethical issues withoegching the
fundamental principle of confidentiality if the matter is discussed with the relevant
professional body on an anonymous basis or with a legal aduisder the
protection of legal privilegdnstances in which thiglembermay consider obtaining
legal advice varyFor example, avlember may have encountered a fraud, the
reporting of which could breach théMe mb e re€psnsibility to respect
confidentiality. The Membermay consider obtaining legal advice in that instance to
determire whether theresi a requirement to report.

If, after exhausting all relevant possibilities, the ethical conflict remains unresolved,
aMembershall where possible, refuse to remain associated with the matter creating
the conflict. TheMember shall determinewhetter, in the circumstances, it is
appropriate to withdraw from thEngagemeniTeam or specific assignment, or to
resign altogether from tr@ngagement, thEirm or the employing orgasation.

16



SECTION 110
Integrity

110.1 The principle of integrity imposes ambligation on all Members to be
straightforward and honest all professional and business relationships. Integrity
also implies fair dealing and truthfulness.

110.2 A Membershallnot knowingly be associated with reports, returns, communications
or other information wheréhe Memberbelieves that the information:

(@) Contains a materially false or misleading statement;
(b) Contains statements or information furnished recklessly; or

(c) Omits or obscures information required to be included where such omission or
obscurity would be misleading.

When aMemberbecomes aware that tiMemberhas been associated with such
information, theMembershall take steps to be disassociated from that information.

110.3 A Memberwill be deemednot to be in breach of paragraph 110i2he Member
provides a modified report in respect of a matter contained in paragraph 110.2.

17



SECTION 120
Objectivity

120.1 The principle of objectivity imposes an obligation on &lembers not to
compromise their professional or business judgment beaaube&s, conflict of
interest or the undue influence of others.

120.2 A Member may be exposed to situations that may impair objectivity. It is
impracticable to define and prescribe all such situatigndvlember shall not
perform aProfessionalService if acircumstanceor relationship biass or unduly
influencestheMe mb eproféssionajudgmentwith respect to that service

18



SECTION 130
Professional Competence and Due Care

130.1

130.2

130.3

130.4

130.5

130.6

The principle of professional competence and due care imposes the following
obligations orall Members

(&) To maintain professional knowledge and skill at the level required to ensure
thatclients or employers receive competerbfessionalService; and

(b) To act diligently in accordance with applicable technical and professional
standads when prowming ProfessionalServices.

CompetenProfessionalService requires the exercise of sound judgment in applying
professional knowledge and skill in the performance of such service. Professional
competence may be divided into two sepapii@ses:

(&) Attainment of professional competence; and
(b) Maintenance of professional competence.

The maintenance of professional competence requires a continuing awareness and
an understanding of relevant technjgatofessional and business developments.
Continuing professional development enaldeMemberto develop and maintain

the capabilities tperform competently within the professional environment.

Diligence encompasses the responsibility to act in accordance with the requirements
of an assigment, carefully, thoroughly and on a timely basis.

A Member shall take reasonablesteps to ensure that those working under the
Me mb eauthaity in a professional capacity have appropriate training and
supervision.

Where appropriatea Membershall make clients, employers or other users of the
Member 6 s Pr of asasioihalimilatiors eminerent o éhe services
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SECTION 140
Confidentiality

140.1

140.2

140.3

140.4

140.5

140.6

140.7

The principle of confidentiality imposes an obligation on M&mbersto refrain
from:

(@) Disclosing outside theFirm or employing orgamsation confidential
information acquired as a result of professional and business relationships
without proper and specific authority or unless there is a legal or professional
right or duty to disclose; and

(b) Using confidential information acquired as a result of professional and
business relationships to their personal advantage or the advantage of third
parties.

A Membershall maintain confidentiality, including in a social environment, being
alert to tle possibility of inadvertent disclosure, particularly to a close business
associate or €lose orlmmediate=amily member

A Membershall maintain confidentiality of information disclosed by a prospective
client or employer.

A Member shall maitain confidentiality of information within theFirm or
employing orgarsation.

A Member shall take reasonable steps to ensure that staff undaviehebed s
control and persons from whom advice and assistance is obtained respect the
Membeb s d uonfigentality. c

The need to comply with the principle of confidentiality continues even after the
end of relationships betweenvemberand a client or employer. WhenMember
changes employment or acquires a new clientMbeberis entitled to userior
experience. TheMember shall not, however, use or disclose any confidential
information either acquired or received as a result of a professional or business
relationship.

The following are circumstances whaviembersare or may be required thsclose
confidential information or when such disclosure may be appropriate:

(@) Disclosure is permitted by law and is autked by the client or the employer;
(b) Disclosure is required by law, for example:

(i) Production of documents or other provision of evideimcthe course of
legal proceedings; or

(i) Disclosure to the appropriate public authorities of infringements of the
law that come to light; and
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AUST1407.1

140.8

(c) There is a professional duty or right to disclose, when not prohibited by law:

(i) To comply with the quality revievof a member body or professional
body;

(i) To respond to an inquiry or investigation by a member body or
regulatory body;

(i) To protect the professional interests oMamberin legal proceedings;
or

(iv) To comply with technical standards and ethics requirements.

The circumstances described in paragraph 140. 1ot take intaccountAustralian
legal and regulatory requirements. A Member considering disclosing confidential
informationabouta client or employer without their consaststrongly advised to
first obtain legal advice.

In deciding whether to disclose confidential information, relevant factors to consider
include:

(&) Whether the interests of all parties, including third parties whose interests may
be affected, could be harmed if the cliemt employer consents to the
disclosure of information by thdember

(b) Whether all the relevant information is known and substantiated, to the extent
it is practicable; when the situation involves unsubstantiated facts, incomplete
information or unsubstanted conclusions, professional judgment shall be
used in determining the type of disclosure to be made, if any;

(c) The type of communication that is expected and to whom it is addressed; and

(d) Whether the parties to whom the communication is addressed are régiprop
recipients.
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SECTION 150
Professional Behavior

150.1 The principle of professional behauioimposes an obligation oall Membersto
comply with relevant laws and regulations and avoid any acti@missiornthatthe
Memberknowsor should knowmay discredit the profession. This includes actions
or omissionghat a reasonable and informed third pamygighing all the specific
facts and circumstancesvailableto the Memberat thattime, would be likely to
concludeadverselyaffects the good reputati of the professian

150.2 In marketing and promoting themselves and their Wigldgnbersshallnot bring the
profession into disreput®embersshallbe honest and truthful and not:

(a) Make exaggerated claims for the services they are able to offer, the
gualfications they possess, or experience they have gained; or

(b) Make disparaging references or unsubstantiated comparisons to the work of
others.
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SECTION 200

Introduction

200.1

200.2

This Part of theCodedescribedow the conceptual framework contained in Part A
applies in certain situations toMembersin Public Practice. This Part does not
describeall of the circumstancesind relationshipshat could beesncounteredy a
Memberin Public Practice tlat create omay create threats to compliance with the
fundamentaprinciples. Theefore, the Memberin Public Practiceis encouraged to
be alert for such circumstances and relationships.

A Member in Public Practice shall not knowingly engage in anybusiness,
occupationor activity that impairs or might impair integrity, objectivity or the good
reputation of the profession and as a result would be incompatible with the
fundamental principles

Threats and Safeguards

200.3

200.4

Compliance with the fundam& principles may potentially be threatened by a
broad range of circumstancard relationshipsThe nature and significance of the
threats may differ depending on whether they arise in relation to the provision of
services to audit Client and whethethe Audit Client is aPublic InterestEntity,

to anAssurance&lient that is not audit Client, or to a norassurancelient.

Threats fall intoone or more othe following categories:
(a) Seltinterest;

(b) Selfreview;

(c) Advocacy;

(d) Familiarity; and

(e) Intimidation

These threats are discussedherin Part A of this Code.

Examples of circumstances that create-isgéirest threats for Memberin Public
Practice include:

« A member of theAssurancelTeam having airect Financial Interest inthe
Assurance&lient.

e A Firm having undue dependence on total fees frootient.

e A member of theAssuranceTeam having a significant close business
relationship with a Assurancelient.

e A Firm being oncerredabout the possibility of losingsgnificantclient.

. A memberof the Audit Team entering intemploymeninegotiationswith the
Audit Client.

« A Firm entering into a&ContingentFee arrangementelating to anAssurance
Engagement.

« A Memberdiscoveringa significant errowhen evaluatingthe results ofa
previousProfessonal Serviceperformed by anemberof theMembeb Birm.
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200.5 Examples of circumstances that create-smifew threatdor a Memberin Public
Practiceinclude:

e A Firm issuing an assurangeport on theeffectiveness of theperation of
financial systemsfter desigimg or implemening the systems

e« A Firm having prepared the original data used to generate records that are the
subject matter of thAssurancé&engagement.

. A member of theAssuranceleam being, or having recently beerDiaector
or Officer of theclient.

e A member of theAssuranceleam being, or having recently been, employed
by theclient in a position to exert significant influence over the subject matter
of theengagement.

e  TheFirm performing a service forreAssuranceClient that directly #ects the
subject matteinformationof the Assuranc&ngagement.

200.6 Examples of circumstances that create advocacy thfeata Member in Public
Practiceinclude:

. TheFirm promoting shares inreAudit Client.

e A Memberacting as an advocate on behaffan Audit Client in litigation or
disputes with third parties.

200.7 Examples of circumstances that create familiarity thré@atsa Memberin Public
Practiceinclude:

e A member of theEngagemenfTeam having &Close orImmediateFamily
member whas a Director orOfficer of theclient.

e A member of theEngagemenfTeam having &Close orImmediateFamily
member whois an employee of thelient who is in a position to exert
significant influence over the subject matter of ¢hgagement.

e« A Director or Officer of the client or an employee in a position to exert
significant influence over the subject matter of teegagementhaving
recentlyserved as thEngagemenPartner

e A Memberaccepting gifts or preferential treatment froncleent, unless the
value istrivial or inconsequential

. Senior personndbaving a long associatiamith the AssuranceClient.

200.8 Examples of circumstances that create intimidation thfeata Memberin Public
Practiceinclude:

e« A Firm being threatened with dismisdabm a Client Engagement.

e« An Audit Client indicating that it will not award a planned rassurance
contract to theFirm if the Firm continues to disagree with the i ent 6 s
accounting treatment for a particular transaction

. A Firm being threatened with litigatioy theclient.

. A Frm being pressured to reduce inappropriately the extent of work
performed in order to reduce fees.
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. A Memberfeeling pressured to agree witle judgment of &lient employee
because the employee has more expertise amdltter in question

. A Memberbeinginformedby a partner ofthe Firm that a planned promotion
will not occurunlessthe Memberagres with anAuditCl i ent 6 s i nappr
accounting treatment

2009 Safeguards that may eliminate or reduce threats focaaptabld_evel fall ino two
broad categories:

(a) Safeguards created by the profession, legislation or regulation; and
(b) Safeguards in the work environment.

Examples of safeguards created by the profession, legislation or regulation are
described in paragraph 108.4f Part A of ths Code.

200.10 A Memberin Public Practiceshall exercise judgment to determine how kesteal
with threas thatarenot at anAcceptabld_evel whether byapplying safeguards to
eliminate the threat or reduce it to @&cceptableLevel or by terminatingor
declining the relevargngagementin exercising this judgmena Memberin Public
Practiceshall considerwhethera reasonable and informed third pasigighing all
the specific facts and circumstancagailable to thélemberat that time would be
likely to concludethat thethreats would be eliminated or reduced toAaceptable
Level by the application of safeguardsuch that compliance with the fundamental
principles is not compromisedhis consideration will be affected by matters such
as the gjnificance of the threat, the nature of #mgagement and the structure of
theFirm.

200.11 In the work environment, the relevant safeguards will vary depending on the
circumstances. Work environment safeguards comgiise-wide safeguards and
engagemenspecific safeguards.

200.22 Examples ofirm-wide safeguards in the work environment include:

. Leadership of thd=irm that stresses the importance of compliance with the
fundamental principles.

. Leadership of thd=irm that establishes the expectation thegmbers of an
Assuranc&eam will act in the public interest.

. Policies and procedures to implement and monitor quality control of
engagements.

. Documented policies regarding theed to identifythreats to compliance with
the fundamental principlegvaluae the significance ofthose threats and
apply safeguards to eliminate or reduce the threats t&@cmeptable_evelor,
when appropriate safeguards are not available or cannot be appirohate
or declinethe relevanengagement

. Documented internal picies and procedures requiring compliance with the
fundamental principles.

. Policies and procedures that will enable the identification of interests or
relationships between tiiérm or members oEngagementTeams andlients.

. Policies and procedures to mtwor and, if necessary, manage the reliance on
revenue received from a singleent.
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200.13

200.4

200.15

Using differentpartners andengagemenfeams with separate reporting lines
for the provision of norassurance services to Agsurance&lient.

Policies and procedures prohibit individuals who are not members of an
EngagementTeam from inappropriately influencing the outcome of the

engagement.
Timely communication of & r mé6s pol i ci

and education on such policies and procedures.

es and
changes to them, to gdartners and professional stadihd appropriate training

proce

Designating a member of senior management to be responsible for overseeing
y control sy

the adequate functioningofthRe r més qual it

Advising partners and professional staff sfssuranceClients andRelated

Entities from whichindependeceis required

A disciplinary mechanism to promote compliance with policies and

procedures.

Published policies and procedures to encourage and empower staff to
communicate to senior levels withiheFirm any issue relating to compliance

with the fundamental principles that concerns them.

Examples of engagemenspecific safeguards in the work environment include:

Depending on the nature of teegagement, Memberin Public Practice may also

Having a Member who was not involved withthe nonassuranceservice

review henonassurancevork performedor otherwise advise as necessary.
Having aMemberwho was not a member of tiAessuranceleam review the

assurance worgerformedor otherwise advise as necessary.

Consulting an independent third party, such as a comnofteedependent

Directors, a professional regulatory body or anoember

Discussing ethical issues wilthoseCharged withGovernance of thelient.

Disclosing to Those Charged withGovernance of thelient the nature of

services provided and extentfeés charged.

Involving anothelFirm to perform or reperform part of thengagement.

Rotating senioAssurancd eam personnel.

be able to rely on safeguards that thient has implemented. However it is not
possible to rely solely on such safeguards to reduce threat\tcaptabld_evel.

Examples of afeguards withinthel i ent 6 s

The client requirespersons other than managememtatify or approve the

appointment o Firm to perform arengagement

systems

and

The client has competent employees with experience and seniority to make

managerial decisions.

The client has implemented internal procedures that ensure objective choices

in commisgning norassurancengagements.

The client has a corporate governance structure that provides appropriate
ces.

oversight and communications regardingfher mo s

servi
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SECTION 210
Professional Appointment

Client Acceptance

210.1

210.2

210.3

2104

2105

Before accepting a newlient relationship, @emberin Public Practice shall
determinewhether acceptance would create any threats to compliance with the
fundamental principles. Potential threats to integrity or professional beinaway

be created from, for example, questionaisteues associated with tlolent (its
owners, managemeat activities).

Client issues that, if known, could threaten compliance with the fundamental
principles include, for examplelient involvement in illegal activities (such as
money launderig), dishonesty or questionable financial reporting practices.

A Memberin Public Practiceshallevaluate theignificance of any threatnd apply
safeguards when necessdoy eliminate them or reduce them to Awceptable
Level.

Examples of suchafeguards include

. Obtaining knowledge and understanding of tfient, its owners, managers
and those responsible for its governance and business actmities

e Securingthecl i ent 6s commitment to i mprove
or internal cotrols.

Where it is not possible to reduce the threats tA@septabld_evel,the Memberin
Public Practiceshalldecline to enter into thdient relationship.

It is recommended thatMemberin Public Practiceperiodically reviewacceptance
decisionsfor recurringclient engagements.

Engagement Acceptance

2106

2107

The fundamental principlef professional competence and due care imposes an
obligation on aMemberin Public Practice to provide only those services that the
Memberin Public Practiceis competent to perform. Before accepting a specific
client engagement, Memberin Public Practiceshalldeterminewvhether acceptance
would create any threats to compliance with the fundamental principles. For
example, a selinterest threat to professiancompetence and due care is created if
the EngagementTeam does not possess, or cannot acquire, the competencies
necessary to properly carry out #treagement.

A Memberin Public Practice shall evaluate the significance of threats aapply
safegiards when necessaryto eliminate them or reduce them to Acceptable
Level.Examples of suckafeguards include:

A

e Acquiring an appropriate understanding of the nature otlthe e nt 6 s bu s

the complexity of its operations, the specific requiremehthe engagement
and the purpose, nature and scope of the work to be performed.

e  Acquiring knowledge of relevant industries or subject matters.

. Possessing or obtaining experience with relevant regulatory or reporting
requirements.

e  Assigning sufficient stéfwith the necessary competencies.
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. Using experts where necessary.
. Agreeing on a realistic time frame for the performance oétigagement.

. Complying with quality control policies and procedures designed to provide
reasonable assurance that spe@figagenents are accepted only when they
can be performed competently.

2108 When aMemberin Public Practice intends to rely on the advice or work of an
expert, theMemberin Public Practice shall determinewhether such reliance is
warranted Factors toconsidelinclude:reputation, expertise, resources available and
applicable professional and ethical standards. Such information may be gained from
prior association with the expert or from consulting others.

Changes in a Professional Appointment

2109 A Memberin Public Practice who is asked to replace anotMemberin Public
Practice, or who is considering tendering for emgagement currently held by
anotherMemberin Public Practice,shall determine whether there are amasons,
professional obthemise for not accepting thengagementsuch as circumstances
that createthreas to compliance with the fundamental principldgat cannot be
eliminated or reduced to akcceptablelLevel by the application of safeguarér
example, there may be a threat to pssional competence and due care if a
Memberin Public Practice accepts thengagement before knowing all the pertinent
facts.

210.0 A Member in Public Practice shall evaluate thesignificance ofany threats.
Depending on the nature of tBegagement, ik may require direct communication
with the Existing Accountant to establish the facts and circumstaregardingthe
proposed change so that tdemberin Public Practice can decide whether it would
be appropriate to accept tbegagement. For exampléne apparent reasons for the
change in appointment may not fully reflect the facts and may indicate
disagreements with thExisting Accountant that may influence the decision to
accept the appointment.

210.11 Safeguards shall be applied when necessarlnonate any threats or reduce them
to anAcceptabld_evel. Examples of such safeguards include:

. When replying to requests to submit tenders, stating in the tender that, before
accepting theengagement, contact with thExisting Accountant will be
requestd so that inquiries may be made as to whether there are any
professional or other reasons why the appointment should not be accepted

e  Asking theExisting Accountant to provide known information on any facts or

circumstances that, in thé&xisting Accountahn 0 s opinion, t he
accountant needs to be aware of before deciding whether to accept the
engagementor

. Obtaining necessary information from other sources

Whenthe threats cannot be eliminated or reduced td@reptablelevel through
the applicabn of safeguards, 8emberin Public Practice shall, unless there is
satisfaction as to necessary facts by other means, decliaegdgement.
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AUST?210.11.1 A Member inPublic Practicevho is asked to replace an existing auditor or to accept
nomination 8 a replacemerdauditorshalt

(@) Request the prospectigiient's permission to communicate with the existing
auditor. If such permission is refused thembershall in the absence of
exceptional circumstances, decline the Audit Engagement or the nomjnation
and

(b) On receipt of permission, request in writing of the existing auditor all
information which ought to be available to enalbihle Member to make
decision as to whether the Audit Engagement or the nominationld be
accepted.

210.2 A Memberin Public Practice may be asked to undertake work that is complementary
or additional to the work of thEéxisting Accountant. Such circumstances ncagate
threats to professional competence and due care resulting from, for example, a lack of
or incomplete inforration. The significance ofany threas shall be evaluated and
safeguards applied when necessary to eliminate the threat or reduce it to an
AcceptableLevel. An example of such a safeguardis notifying the Existing
Accountant of the proposed work, which Wwbugjive theExisting Accountant the
opportunity to provide any relevant information needed for the proper conduct of the
work.

210.13 An Existing Accountant is bound by confidentiality. Whethiéiyat Member is
permitted or required to discuss the affairsaafient with a proposed accountant
will depend orthe nature of the engagement and on

(& Whetherthel i ent 6s permi ssion to do so has

(b) The legal or ethical requirements relating to such communications and
disclosure, which may vary by jsdiction.

Circumstances wherthe Memberis or may be required to disclose confidential
information or where such disclosungay otherwisebe appropriate are set out in
Section 140 of Part A of this Code.

210.4 A Memberin Public Practice will generally eed to obtainth€l i ent 6 s per mi s
preferably in writing, to initiate discussion with &mxisting Accountant. Once that
permission is obtained, tHexisting Accountant shall comply with relevant legal
and other regulations governing such requestghere the Existing Accountant
provides information, it shall be provided honestly and unambiguously. If the
proposed accountant is unable to communicate withE#igting Accountant, the
proposed accountant sha#lke reasonable steps obtain information afut any
possible threats by other mearsuich as through inquiries of third parties or
background investigationsof senior management oifhose Charged with
Governance of thelient.

AUST?210.15.1 The requirements of section 2as0 apply wherea Member m Public Practicaes
replacing or being replaced by accountant who is not a Member.
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SECTION 220
Conflicts of Interest

220.1

220.2

220.3

220.4

220.5

A Memberin Public Practiceshall take reasonable steps to identify circumstances
that could pose a conflict of interest. Sudlcumstances maygreatethreats to
compliance with the fundamental principles. For example, a threat to objectivity
may be created whenMemberin Public Practice competes directly withclient or

has a joint venture or similar arrangement with a magonpetitor of aclient. A
threat to objectivity or confidentiality may also be created whigleimberin Public
Practice performs services falients whose interests are in conflict or @lients

are in dispute with each other in relation to the matt&raoisaction in question.

A Memberin Public Practiceshallevaluate the significance of any threatsl apply
safeguards when necessary to elimiriagethreat®or reduce them to adcceptable
Level Before accepting or continuingdiient relationsip or specificengagement,
the Memberin Public Practiceshall evaluate the significance of any thseatated
by business interests or relationships withdlent or a third party.

Depending upon the circumstances giving rise to the cordliglication of one of
thefollowing safeguardss generallynecessary

(&) Notifying the client of theFi r m6s business interest
represent a conflict of interest and obtaining their consent to act in such
circumstances; or

(b) Notifying all known relevant parties that thdemberin Public Practice is
acting for two or more parties in respect of a matter where their respective
interests are in conflict and obtaining their consent to so act; or

(c) Notifying the client that the Member in Public Practice does not act
exclusively for any oneclient in the provision of proposed services (for
example, in a particular market sector or with respect to a specific service) and
obtaining their consent to so act.

The Member in Public Practicehall alsodetermine whether to apply one or more
of thefollowing additional safeguards

(&) The use of separaEngagementeams;

(b) Procedures to prevent access to informateog,(strict physical separation of
such teams, confidential and secure data filing);

(c) Clear gudelines for members of tHetngagemenifeam on issues of security
and confidentiality;

(d) The use of confidentiality agreements signed by employeepaatieers of the
Firm; and

(e) Regular review of the application of safeguards by a senior individual not
involved with relevantlient engagements.

Where a conflict of interestreatesa threat to one or more of the fundamental
principles, including objectivity, confidentialityor professional behawio, that
cannot be eliminated or reduced to/Acceptable_evel through the application of
safeguards, thBlemberin Public Practiceshallnot accept a specifiemgagement or
shallresign from one or more conflictir@pgagements.
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220.6

Where aMemberin Public Practice has requested consent fromi@nt to act or

another party (which may or may not be an existignt) in respect of a matter
where the respective interests are in conflict and that consent has been refused by
the client, the Memberin Public Practice shall not continue to act for one of the
partes in the matter giving rise to the conflict of interest.
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SECTION 230
Second Opinions

230.1

230.2

230.3

Situations where &emberin Public Practice is asked to provide a second opinion

on the application ofAustralian Accounting Standards,Auditing or Assurance
Standards, reportingor other standards or principles to specific circumstances or
transactions by or on behalf of a company or an entity that is not an exigtimg

may createthreats to compliance with the fundamental principles. For example,
there may b a threat to professional competence and due care in circumstances
where the second opinion is not based on the same set of facts that were made
available to theExisting Accountant or is based on inadequate evidence. The
existence andgignificance ofany threat will depend on the circumstances of the
request and all the other available facts and assumptions relevant to the expression
of a professional judgment.

When asked to provide such an opiniod@mberin Public Practiceshall evaluate
the sgnificance ofany threats and applsafeguardsvhen necessary to eliminate
them or reduce them to &cceptablelevel. Examples of suckafeguards include
seeking client permission to contact th&xisting Accountant, describing the
limitations surroundingany opinion in communications with thelient and
providing theExisting Accountant with a copy of the opinion.

If the company or entity seeking the opinion will not permit communication with
the Existing Accountant, aMemberin Public Practice shall determinewhether,
taking all the circumstances into account, it is appropriate to provide the opinion
sought.
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SECTION 240
Fees and Other Types of Remuneration

240.1

240.2

When entering into negotiations regarding servicelleaberin Public Practice

may quoé whatever feés deemed appropriate. The fact that dhemberin Public
Practice may quote a fee lower than another is not in itself unethical. Nevertheless,
there may be threats to compliance with the fundamental principles arising from the
level of feesquoted. For example, a safiterest threat to professional competence
and due care is created if the fee quoted is so low that it may be difficult to perform
the engagement in accordance with applicable technical and professional standards
for that price

The existence andignificance ofanythreatscreatedwill depend on factors such as
the level of fee quoted and the services to which it applies.significance oény
threatshall be evaluad andsafeguards appliedhen necessary to eliminatine
threator reducat to anAcceptabld_evel.Examples of suchageguards include:

. Making theclient aware of the terms of tleagagement and, in particular, the
basis on which fees are charged and which services are covered by the quoted
fee.

e  Assigningappropriate time and qualified staff to the task.

Contingent Fees

240.3

240.4

ContingentFees are widely used for certain types of mﬂurancengagementé.
They may, howeverreatethreats to compliance with the fundamental principles in
certain circumstare®. They maycreatea selfinterest threat to objectivity. The
existence andignificance of such threats will depend on factors including:

. The nature of thengagement.
. The range of possible fee amounts.
. The basis for determining the fee.

e  Whether the oaobme or result of the transaction is to be reviewed by an
independent third party.

The significance oanysuch threatshallbe evaluated ansafeguardsappliedwhen
necessary to eliminate or reduce them toAaceptableLevel. Examples of such
safguards include:

e  An advance written agreement with tlient as to the basis of remuneration.

1 Contingent Fees for neassurance services provided to Audit Clients and other Assurance Clients are discussed in Sections 290 and
291 d this Code.

2 APESB has prohibited the use of Contingent Fees in certain circumstances. These circumstances are described in tA®EfBwing
Standards:

APES 215-orensic Accounting Services
APES 225Valuation Services
APES 330nsolvency Swices

APES 345Reporting on Prospective Financial Information Prepared in Connection with a Disclosure Docameént

APES 350Participation by Members in Public Practice in Due Diligence Committees in connection with a Public Document
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. Disclosure to intended users of the work performed byMamberin Public
Practice and the basis of remuneration.

. Quiality control policies and procedures.

. Reviewby anindependenthird party of the work performed by tidember
in Public Practice.

Referral fees and commissions

240.5

240.6

240.7

AUST240.71

AUST240.72

240.8

In certain circumstances,Memberin Public Practice may receive a referral fee or
commission relating to dient. For example, wére theMemberin Public Practice

does not provide the specific service required, a fee may be received for referring a
continuingclient to anotheMemberin Public Practice or other expert. Member

in Public Practice may receive a commission from adhparty €.g, a software
vendor) in connection with the sale of goods or servicesclierst. Accepting such

a referral fee or commissionreats a selfinterest threat to objectivity and
professional competence and due care.

A Memberin Public Practice may also pay a referral fee to obtaiwcliant, for
example, where thelient continues as alient of anotherMember in Public
Practice but requires specialist services not offered b¥ximting Accountant. The
payment of such a referral fee als@ates a selfinterest threat to objectivity and
professional competence and due care.

The significance of the threat shall be evaluated and safeguards applied when
necessary to eliminate the threat or reduce it tdegeptablelevel. Examples of
such safeguards include:

. Disclosing to the client any arrangements to pay a referral fee to another
Memberin Public Practicdor the work referred.

. Disclosing to the client any arrangements to receive a referral fee for referring
the client to anothdvlemberin Public Practice.

. Obtaining advance agreement from the client for commission arrangements in
connection with the sale by a third party of goods or services to the client.

A Memberin Public Practice who is undertaking an engagement irtrélies and
receives a referral fee or commissgirallinform theclient in writing of

. the existence of such arrangement;
. the identity of the other party parties; and

. the method of calculation of theferral fee, commission or other benefit
accruingdirectly or indirectly to theMember.

The receipt of commissions or other similar benefits connection withan
AssuranceEngagement creates a threat to Independence that no safeguards could
reduce to an Acceptable Level. Accordingly, a Membd?ublic Practice shall not
accept such a fee arrangement in respect dsanoranceEngagement.

A Memberin Public Practice may purchase all or part of anothem on the basis

that payments will be made to individuals formerly owningFRinm or to treir heirs

or estates. Such payments are not regarded as commissions or referral fees for t
purpose of paragrap240.5-240.7above
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SECTION 250
Marketing Professional Services

250.1 When aMemberin Public Practice solicits new work throughdvertisingor other
forms of marketing, there may keethreat to compliance with the fundamental
principles. For example, a seiffterest threat to compliance with the principle of
professional behaviw is created if services, achievements products are
marketedn a way that is inconsistent with that principle.

250.2 A Memberin Public Practice shall not bring the profession into disrepute when
marketingProfessionalServices TheMemberin Public Practiceshallbe honest and
truthful and not:

(&) Make exaggeratedlaims for services offed qualifications possessedr
experience gained; or

(b) Make disparaging references unsubstantiated comparisons to the work of
another

If the Member in Public Practice is in doubt about whether a proposed form of
Advertising or marketing is appropriate, the Member in Public Practice shall
consider consulting with the relevant professional body.

36



SECTION 260
Gifts and Hospitality

260.1

260.2

260.3

A Memberin Public Practice, or annmmediate orClose Family member, may be
offered gifts and hgstality from a client. Such an offemay createthreats to
compliance with the fundamental principles. For examjpleselfinterest or
familiarity threat to objectivity may be created if a gift froncli@nt is acceptedan
intimidation threat to objectity may result from the possibility of such offers being
made public.

The existence andignificance ofany threat will depend on the nature, valaad

intent of the offer. Where gifts or hospitalitgre offeredthat a reasonable and
informed third party, weighing all the specific facts and circumstancesuld
considertrivial and inconsequentizgh Memberin Public Practice may conclude that

the offer is made in the normal course of business without the specific intent to
influence decision makingr to obtain information. In such cases, Memberin

Public Practice may generally conclude thamy threat to compliance with the
fundamental principles at anAcceptabld_evel

A Memberin Public Practice shall evaluate the significance of #mgats and apply
safeguards when necessary to eliminate the threats or reduce theddceptable
Level. When the threats cannot be eliminated or reduced tAcaeptableLevel
through the application of safeguarddylamberin Public Practiceshall not accept
such an offer.
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SECTION 270
Custody of client Assets

270.1 A Memberin Public Practice shall not assume custody afient monies or other
assets unless permitted to do so by law and, if so, in compliance with any additional
legal duties imposed aaMemberin Public Practice holding such assets.

270.2 The holding ofclient assets creates threats to compliance with the fundamental
principles; for example, there is a smiferest threat to professional behaviand
may be a selinterest threat to lmectivity arising from holdingclient assetsA
Memberin Public Practice entrusted with money (or other assets) belonging to
othersshalltherefore

(a) Keep such assets separately from personfror assets;
(b) Use such assets only for the purpose for wthely are intended;

(c) Atall times be ready to account for those assets and any income, dividends
gains generated, to any persons entitled to such accounting; and

(d) Comply with all relevant laws and regulations relevant to the holding of and
accounting fosuch assets.

270.3 As part of client and engagement acceptance procedui@s servicesthat may
involve the holding ofclient assets, aMemberin Public Practice shall make
appropriate inquiries about the source of such assets and consider legal and
regubtory obligations For example, if the assets were dedv&om illegal
activities, such as money launderirggthreat to compliance with the fundamental
principles would be createth such situationsthe Membermay consider seeking
legal advice.
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SECTION 280
Objectivity 8 All Services

280.1

280.2

280.3

280.4

A Memberin Public Practice shall determinewhen providing anyProfessional
Service whether there are threats to compliance with the fundamental principle of
objectivity resulting from having interests in, or relatiapshwith, aclient or its
Directors, Officers or employees. For example, a familiarity threat to objectivity
may be created from a family or close personal or business relationship.

A Member in Public Practice who provides an assurance servat®ll be
independent of thé&ssuranceClient. Independence of mind and in appearance is
necessary to enable tMemberin Public Practice to express a conclusion, and be
seen to express a conclusion, without bias, conflict of interesndue influence of
othas. Sectiors 290 and 291 provide specific guidance omndependence
requirements forMembes in Public Practice when performingAssurance
Engagemerst

The existence of threats to objectivity when providing BrofessionalService will
depend upon th particular circumstances of tbegagement and the nature of the
work that theMemberin Public Practice is performing.

A Memberin Public Practiceshallevaluate the significance ahythreats andpply
safeguards whemecessary to eliminate theor reduce them to aAcceptable
Level.Examples of suckafeguards include:

. Withdrawing from theengagementeam.

. Supervisory procedures.

«  Terminating the financial or business relationship giving rise to the threat.
. Discussing the issue with higher levefsnanagement within thigrm.

. Discussing the issue withthoseCharged withGovernance of thelient.

If safeguards cannot eliminate or reduce the threat té&\@meptableLevel the
Membershalldecline or terminate the relevasmgagement.
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[AUST] PREFACE: SECTIONS 290 AND 291

SECTION 290 INDEPENDENCE 1T AUDIT AND REVIEW ENG AGEMENTS AND
SECTION 291 INDEPENDENCE 7T OTHER ASSURANCE ENGAGEMENTS

Section 290 of this Codeddressedndependence requirements fAudit and Review
Engagementswhich are Assurare Engagementsvhere a Member in Public Practice
expresses a conclusion Hirstorical Financiallnformation

Section 291 of this Codaddressesndependence requirements fsssurance Engagements
that are not Audior Review Engagemesbf Historical Financial Information referred tan
this Codeas Other Assurance Engagements

The concept of Independence is fundamental to compliance with the principles of integrity
and objectivity. This Code adopts a conceptual framework that requires the identifecation
evaluation of threats tindependenceso that any threats created are eliminated or reduced to
anAcceptabld_evelby the application of safeguards

This approach contrastvith the rules adopted in legislation, which are often prescriptive in
nature Accordingly, Members and other readers of this Code shmubvareéhat adherence

to this Codealoes not ensure adherence to legislatindtheymust refer to such legislation to
determine theitegal obligations.

While this difference in approach makerecise comparisons to specific legislation, such as
the Corporations Ac001, difficult, the underlying principles of integrity and objectivity are
consistent with objective and impartial judgement, when both approaches are tested in the
context of allrelevant facts by a reasonable persithere APESB is aware that there is a
more stringent requirement in ti@orporations Act 200-n appropriatéootnotereference

has been included for the Membarsd otherreaderdgnformation. However, please note tha

not all applicableCorporations Act 200tequirements have been address and thus Members
are referred to th€orporations Act 20010 determine their independence obligatiaren
performing Audit and Review Engagements in accordancethgtiAct.

The statutory Independence of Auditdr&eneral is provided for in legislation by the
Parliament of each Australian jurisdiction in a number of ways. This includes defining the
scope ofan Auditori General's mandate, the appointment and remova aluditor-General

and the performance of his or her responsibilities. The requirements within thiaQuye

to AuditorsGeneral and their senior Officers who are delegated or authorised to sign
assurance reporand are Memberdo the extent that they do not caciflwith applicable
legislation.

With regard to theise of thevor ds fAmat eri al 0o and fAmateri al.]
not possible to give a definition which covers all circumstances where either word is used. In
assessing materialitya Membe in Public Practice or a Firm shall consider both the
gualitative and quantitative aspects of the matter under consideration which migharhzere

seen to haven adverse effect on the objectivity of the Member or Firm.
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SECTION 290
INDEPENDENCE' AUDIT AND REVIEW ENGAGEMENTS
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Structure of Section

290.1

290.2

290.3

This section addresses thedependence requirements foudit Engagements and
Review Engagementswhich areAssuranceEngagements in which Blemberin
Public Practice expresses a conclusion Einancial StatementsSuchengagements
compriseAudit andReview Engagements to report on a complete seffinéncial
Statements and a singl€inancial Statement. Independence requirements for
Assurancé&ngagements that amet Audit or ReviewEngagements are addressed in
Section 291.

In certain circumstances involvingudit Engagements where the audit report
includes a restriction on use and distribution and provided certain conditions are
met, thelndependence requiremeimtsthis section may be modified as providad
paragraphs 290.500 to 290.5Ihe modifications are not permitted in the case of
an audit ofFinancialStatements required by law or regulation.

In this section, the term(s):

. fiau d i BAudit Te a m,Addit Bnga g e me Aadit € ifent 6 and
repor t oreiview ReévievdTearn Review EngagementReview Client
and review report; and

. AFi r mo NetworkFung exsept where otherwise stated.

A Conceptual Framework Approach to Independence

290.4

290.5

290.6

In the case oAudit Engagements, it is in thgublic interest and, therefgneequired
by this Code of Ethics, that membersAuidit Teams,Firms and Network Firms
shallbe independent dudit Clients.

The objective of this section is to asstms and members oAudit Teams in
applying the conceptual framework approaatescribed belowo achieving and
maintaininglndependence.

Independenceomprises
Independence of Mind

The state of mind that permits the expression of a conclusion without being affected
by influences that compromise professional judgment, thereby allowing an
individual to act with integrity and exercise objectivity and professicggdtgism.

Independence in Appearance

The avoidance of facts and circumstances that are so significant that a reasonable

and informed third party would be likely to conclude, weighing all the specific facts

~

na

and circumstances, thatlR r mé s , or a Audé frebaermnd sqf itnhegr

objectivity or professionalcepticism has been compromised.
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290.7 Theconceptual framework appaichshall be appliedhy Membergo:
(a) Identify threats tdndependence;
(b) Evaluaethe significance of ththreatsdentified and

(c) Apply safeguardswhennecessaryto eliminate the threats or reduce them to
anAcceptabld_evel

When the Member determines thaappropriatesafeguards are navailable or
cannot beappliedto eliminate the threats or reduce them toAaceptablelevel,
the Membershall eliminatethe circumstanceor relationship creating the threats or
declire or terminae the Audit Engagement.

A Membershall use professional judgment in applying this conceptual framework.

290.8 Many different circumstances, or combinasaf circumstances, may be relevant in
assessinghreats tolndependencelt is impossible to define every situation that
creates theats tolndependence and to specify the appropriate aclioerefore, this
Codeestablishesa conceptual framework that requirésms and members @&udit
Teams to identify, evaluatand address threats tndependenceThe conceptual
framework approaclassistsMembersin Public Ractice in complying with the
ethical requirements in this Code. kccommodates many variations in
circumstances that create threatsindependence ancan deter aviemberfrom
concluding that a situation is permitted if itnist specifically prohibited

290.9 Paragraphs 290.100 and onwagd@scribehow the conceptual framework approach
to Independence is to be applied. These paragraphs daaduessall the
circumstanceand relationships that create or ntagate threats tindepgendence

290.10 In deciding whether to accept or continueemgagement, or whether a particular
individual may be a member of thAudit Team, aFirm shallidentify andevaluate
threatsto Independencelf the threats are not at ahcceptableLevel andthe
decison is whether to accept amgagemenbr include a particular individual on
the Audit Team, the Firm shall determine whethesafeguardsare availableto
eliminate the threats or reduce them to @cceptableLevel. If the decision is
whether to continue aengagement, th&irm shall determine whether any existing
safeguardsvill continue to be effective to eliminate the threats or reduce them to an
Acceptabld_evel or whether other safeguarddl need to be appliedr whether the
engagement needs be teminated Whenever new information about a threat to
Independence comes to the attention ofRine during theengagementthe Firm
shall evaluate the significance of the thr@ataccordance witlthe conceptual
framework approach.

290.11 Throughout this sectionreference is made tohe significarce of threats to
Independence. Imevaluatingthe significance of ahreat qualitative as well as
guantitative factorshallbe taken into account.

AUST290.11.1 Where a Membein Public Practiceidentifies multiple threts to Independence
which individually may not be significant the Member shallevaluate the
significanceof thosethreatsin aggregateandthe safeguardsapplied orin placeto
eliminate some or all ofthe threatsor reduce thento an Acceptable Leveh
aggregate
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290.12

This section does not, in most cases, prescribe the specific responsibility of
individuals within the Firm for actions related tolndependence because
responsibility may differ depending on the size, structure and cegem of a

Firm. The Firm is required byAPES 320Quality Control for Firmsto establish
policies and procedures designed to provide it with reasonable assurance that
Independence is maintained when required by relevant ethical requirements. In
addition,Auditing and Assurancet&dardsequire theEngagemenPartner to form

a conclusion on compliance with thedependence requirements that apply to the
engagement.

Networks and Network Firms

290.13

290.14

290.15

290.16

290.17

290.18

If a Firm is deemedto be aNetwork Firm, the Firm shall be Independent of the
Audit Clients of the othelFirms within theNetwork (unless otherwise statedthis

Codg. Thelndependence requirements in this section that appl\Netwaork Firm

apply to any entity, such as a consulting practice or professional law practice, that
meets the deition of a Network Firm irrespective of whether the entity itself
meets the definition of Birm.

To enhance their ability to providerofessionalServices,Firms frequently form

larger structures with oth&irms and entities. Whether these largenctires create

a Network depends on the particular facts and circumstances and does not depend
on whether thé-irms and entities are legally separate and distinct. For example, a
larger structure may be aimed only at facilitating the referral of work,hwhidself

does not meet the criteria necessary to constitbietaork. Alternatively, a larger
structure might be such that it is aimed atoperation and thd-irms share a
common brand name, a common system of quality control, or significant
professimal resources and consequentldéemedo be aNetwork.

The judgment as to whether the larger structureNetavork shallbe made in light

of whether a reasonable and informed third party would be likely to conclude,
weighing all the specific facts amdrcumstances, that the entities are associated in
such a way that &etwork exists. This judgmerghall be applied consistently
throughout thNetwork.

Where the larger structure is aimed atoperation and it is clearly aimed at profit

or cost sharingraong the entities within the structure, idisemedo be aNetwork.
However, the sharing of immaterial costsesnot in itself create &Network. In
addition, if the sharing of costs is limited only to those costs related to the
development of audit medldologies, manuals, or training courses, this would not in
itself create d\etwork. Further, an association betweehkiran and an otherwise
unrelated entity to jointly provide a service or develop a prodaesnot in itself
create dNetwork.

Where the leger structure is aimed at cooperation and the entities within the
structure share common ownership, control or managementdéeimedto be a
Network. This could be achieved by contract or other means.

Where the larger structure is aimed atoperationand the entities within the
structure share common quality control policies and procedureslaemmedo be a
Network. For this purposecommon quality control policies and proceduses
those designed, implemented and moeitioacross the larger stture.

45



290.19

290.20

290.21

290.22

290.23

Where the larger structure is aimed atoperation and the entities within the
structure share a common business strategydéasedo be aNetwork. Sharing a
common business strategy involves an agreement by the entities to achieve common
straegic objectives. An entity is naleemedo be aNetwork Firm merely because

it co-operates with another entity solely to respond jointly to a request for a proposal
for the provision of &rofessionalService.

Where the larger structure is aimed atoperation and the entities within the
structure share the use of a common brand namedéeisiedo be aNetwork. A
common brand name includes common initials or a common nanférnf is
deemedo be using a common brand name if it includes, for exantpecdammon
brand name as part of, or along with, Fism name, when gartner of theFirm
signs an audit report.

Even though &irm does not belong to BMetwork and does not use a common
brand name as part of i&m name, it may give the appearance thaelongs to a
Network if it makes reference in its stationery or promotional materials to being a
member of an association Birms. Accordingly,if care is not taken in how Erm
describes such membershipsperception may be created that Firen bdongs to a
Network.

If a Firm sells a component of its practice, the sales agreement sometimes provides
that, for a limited period of time, the component may continue to use the name of
the Firm, or an element of the name, even though it is no longer ctethé& the

Firm. In such circumstances, while the two entities may be practicing under a
common name, the facts are such that they do not belong to a larger structure aimed
at cooperation and are, therefore, nbletwork Firms. Those entitiesshall
deternine how to disclose that they are nbletwork Firms when presenting
themselves to outside parties.

Where the larger structure is aimed atoperation and the entities within the
structure share a significant part of professional resources,diéeémedto be a
Network. Professional resources include:

. Common systems that enalifems to exchange information such egnt
data, billing and time records;

. Partners and staff;

. Technical departmentthat corsult on technical or industry specific issues,
transations or events foAssurancé&ngagements;

e  Audit methodology or audit manuals; and
e  Training courses and facilities.
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290.24 The determination of whether the professional resources shared are significant, and
therefore the=irms areNetwork Firms, shall be made bsed on the relevant facts
and circumstances. Where the shared resources are limited to common audit
methodology or audit manuals, with no exchange of personraileaot or market
information, it is unlikely that the shared resources would be signifiCetsame
applies to a common training endeaxoWhere, however, the shared resources
involve the exchange of people or information, such as where staff are drawn from a
shared pool, or a common technical department is created within the larger structure
to provide participatind-irms with technical advice that tiérms are required to
follow, a reasonable and informed third party is more likely to conclude that the
shared resources are significant.

Public Interest Entities

290.25 Section290 containsadditionalprovisionsthatreflectthe extenbf public interest in
certain entities. For the purpose of this sectituilic InterestEntitiesare:

(&) All ListedEntities;and

(b) Any entity (a) defined by regulation or legislation gaualic interestentity or
(b) for which the audit is required by regulation or legislation to be conducted
in compliance with the samiedependence requirements that apply to the
audit of Listed Entities. Such regulation may be promulgated by any relevant
regulator, including an audit regubr.

290.26 Firms and member bodies are encouragedeterminewhetherto treatadditional
entities or certain categories of entitiess Public InterestEntities because they
have a large number and wide range of stakeholders. Factors to be considered
include:

. The nature of the business, such as the holding of assets in a fiduciary capacity
for a large number of stakeholders. Examples may include financial
institutions, such as banks and insurance companies, and pension funds;

. Size; and

. Number of employees.

Related Entities

290.27 In the case of aAudit Client that is a.istedEntity, references to aAudit Client in
this section includ&elatedEntities of theclient (unless otherwise stated). For all
other Audit Clients, references to afiudit Client in this segbn include Related
Entities over which thelient has direct or indirect control. When tAedit Team
knows or has reason to believe thatlationship or circumstance involviagother
RelatedEntity of theclient is relevant to the evaluation of thx m dndependence
from theclient, the Audit Teamshall includethat RelatedEntity whenidentifying
andevaluating threats timdependence and applying appropriate safeguards.
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Those Charged with Governance

290.28 Even when not required lige CodeapplicableAuditing and Assurancet&ndards,
law or regulation, regular communication is encouraged betweerritime and
Those Charged withGovernanceof the Audit Client regarding relationships and
other matters that might, int/ r m6s opi ni on, Independemce.ab !l y
Such communication enabldhoseCharged withGovernance to (a) consider the
Fir mbés judgment s i n i dent ilfidgpendence, ally) d eV
consider the appropriateness of safeguards applied to eliminate them or reduce them
to anAcceptableLevel, and (c) take appropriate action. Such an approach can be
particularly helpful with respect to intimidation and familiarity threats.

Documentation

290.29 Documentation provides evidence of tHdembeb s judgment s i n
conclusions regardingompliance withindependence requirementie absence of
documentatioms not a determinant of whetheFaim considered a particular matter
nor whether itis Independent.

The Membershall document conclusions regarding compliance Wwittependence
requiements, and the substance of any relevant discussions that support those
conclusions. Accordingly:

(&) When safeguardare requiredo reducea threat to anrAcceptablelLevel, the
Membershalldocumenthe nature of the threat and the safeguards in place or
apdied that reduce the threat to Acceptabld_evel; and

(b) When a threatequired significant analysis to determiwether safeguards
were necessargnd the Member concluded that they were not because the
threat was already at ahcceptableLevel, theMembershall documentthe
nature of the threat and the rationale fordbeclusion

Engagement Period

290.30 Independence from th&udit Client is required both during thegagement period
and the period covered by tR@ancial Statements. Thengagement period star
when theAudit Team begins to perform audit services. &hgagement period ends
when the audit report is issued. When éngagement is of a recurring nature, it
ends at the later of the notification by either party that the professional relationship
has terminated or the issuance of the final audit report.

290.31 Whenan entity becomes afwudit Client during or after the period covered by the
Financial Statements on which thEirm will express anOpinion, the Firm shall
determinewhether any threats todgpendencarecreated by

. Financial or business relationships with thedit Client during or after the
period covered by th&inancial Statements but before accepting thedit
Engagement; or

. Previous services provided titoe Audit Client.
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290.32

If a nonasswance service was provided to tAeidit Client during or after the
period covered by th&inancial Statements but before th&udit Team begins to
perform audit serviceand the service would not be permitted during the period of
the Audit Engagementthe Firm shall evaluateny threat tdndependence created
by the servicelf athreat is not at aAcceptabld_evel,the Audit Engagemenshall
only be accepted if safeguards are applied to elimenay¢hreas or reducghemto
anAcceptabld_evel. Examplesof such safeguards include:

. Not including personnel who provided the ragsurance service as members
of theAudit Team;

. Having aMemberreview the audit and neassurance work as appropriate; or

. Engaging anotheffirm to evaluate the results of the rassurance service or
having anotherFirm re-perform the norassurance service to the extent
necessary to enable it to take responsibility for the service.

Mergers and Acquisitions

290.33

290.34

When, as a result of a merger or acquisition, an entity becoRektedEntity of

an Audit Client, theFirm shall identify and evaluate previous and current interests
and relationships with thdRelated Entity that, taking into account available
safeguards, could affect itadependence and therefore its ability to contithes
Audit Engagemenafter the effective date of the merger or acquisition.

The Firm shall take steps necessary to terminate, by the effective date of the merger
or acquisition, any current interests or relationships that are not permitted under this
Code. Howeve if such a current interest or relationship cannot reasonably be
terminated by the effective date of the merger or acquisition, for example, because
the RelatedEntity is unable by the effective date to effect an orderly transition to
anotherservice preider of a norassurance service provided by fiam, the Firm

shall evaluate the threat that is created by such interest or relationship. The more
significant the threat, the more likely the r mé s obj ecti vity wi
and it will be unable taontinue as auditor. The significance of the threat will
depend upon factors such as:

e  The nature and significance of the interest or relationship;

. The nature and significance of tRelatedEntity relationship (for example,
whether theRelatedEntity is asubsidiary or parent); and

. The length of time until the interest or relationship can reasonably be
terminated.

The Firm shall discuss witifhoseCharged withGovernance the reasons why the
interest or relationship cannot reasonably be terminated byfewtied date of the
merger or acquisitioand the evaluation of the significance of the threat.
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290.35 If ThoseCharged withGovernance request ti&m to continue as auditor, th&érm
shall do so only if:

(a) the interest or relationship will be terminated as sasmeasonably possible
and in all cases within six months of the effective date of the merger or
acquisition;

(b) any individual who has such an interest or relationship, incluoimegthat has
arisenthrough performing a neassurance service that would betpermitted
under this section, will not be a member of Emyagementeam for the audit
or the individual responsible for tligngagemenQuality Control Review; and

(c) appropriate transitional measures will be applied, as necessary, and discussed
with Thoe Charged withGovernance. Examples of transitional measures
include:

o Having a Member review the audit or nceassurance work as
appropriate;

o Having aMember who is not a member of thiErm expressing the
opinion on theFinancial Statements, perform a rew that is equivalent
to anEngagemenQuality Control Review;or

o Engaging anothefFirm to evaluate the results of the rassurance
service or having anoth&irm re-perform the norassurance service to
the extent necessary to enable it to take respdihsiior the service.

290.36 TheFirm may havecompleteda significantamount ofwork on the audiprior to the
effective date of themerger oracquisition and may be able to complete the
remaining audit proceduragithin a short period of timeln such circumstaces, if
Those Charged withGovernance request thieérm to complete the auditvhile
continuing with an interest or relationship identified in 290.33 Fha shall do so
only if it:

(@) Has evaluated the significance of the threat created by such interest or
relationship and discussed the evaluation withose Charged with
Governance;

(b) Complies with the requirements of paragraph 29®)35(c); and
(c) Ceases to bine audibr no later than the issuance of the audit report

290.37 When addressingprevious and current ietests and relationships coveréeg
paragraphs 290.33 to 290.36etFirm shall determine whether, even if all the
requirements could be met, the interests and relationships create threats that would
remain so significant that objectivity would be compreadi and, if so, th&irm
shall cease to be tladior.

290.38 The Membershall document any interests or relationships covered by paragraphs
290.34 and 36 that will not be terminated by the effective date of the merger or
acquisition and the reasons why theylwibt be terminated, the transitional
measures applied, the results of the discussion wWitlose Charged with
Governance, and the rationale as to why the previous and current interests and
relationships do not create threats that would remain so signifitainobjectivity
would be compromised.
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Other Considerations

290.39 There may be occasions when there is an inadvertent violation of this section. If
such an inadvertent violation occurs, it generally be deemeaot to compromise
Independence provided thieirm has appropriate quality control policies and
procedures in plagequivalent to thoseequired byAPES 320Quality Control for
Firms, to maintainIndependence and, once discovered, the violation is corrected

promptly and any necessary safeguards arkegjp eliminateanythreat or reduce
it to anAcceptabld_evel

AUST290.39.1 Unless an inadvertent violatiasf this sectionis trivial and inconsequential, Erm
shall document and discuissvith Those Charged with Governance.

Paragraphs 290.40 to 290.99 are intentionally left blank
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Application of the Conceptual Framework Approach to Independence

290.100 Paragraphs 290.102 to 290128escribe specific circumstances and relationships
that create ormay create threats tthdependence. The paragraphs desctiiee
potential threats and the tygpef safeguards that may be appropriate to eliminate the
threats or reduce them to Acceptabld_evel and identifycertainsituations where
no safeguards could reduce the threats t&eceptableLevel. The paragraphs$o
not describe all of the circumstances and relationships that create or may create a
threatto Independencd he Firm and the members of tiAeudit Teamshallevaluate
the implications of similar, but different, circumstances and relationships and
determinewhether safeguards, including the safeguards in paragraphs22600.1
200.15, can be appliedvhen necessartp eliminatethe threats tdndependencer
reduce them to aAcceptabld_evel

290.101 Paragraphs 290.102 to 290.126 contain references to tleeiahgt of a Financial
Interest loan, or guaranteeor the significance of d@usiness relationship. For the
purpose of determining whether such an interest is material to an individual, the
combined net worth of the individual artie i n d i v ilndmedate ¢-amily
membersnaybe taken into account.

Financial Interests

290.102 Holding aFinanciallnterest in arAudit Client may create a seiiiterest threatThe
existence andignificance of any threatreated depends oifa) the role of the
person holding th&inancialInterest, (b) whether tHénancialInterest is direct or
indirect, and (c) the materiality of tlk@nanciallnterest.

290.103 Financial Interests may be held through an intermediary (e.g. a collective
investment vehicle, estate or trust). The determinadfowhether such-inancial
Interests are direct or indirect will depend upon whether the beneficial owner has
control over the investment vehicle or the ability to influence its investment
decisions. When control over the investment vehicle or the alditinfluence
investment decisions existhis Code defines th&tinancial Interestto bea Direct
Financial Interest Conversely, when the beneficial owner of theancial Interest
has no control over the investment vehicle or ability to influence wsstment
decisions,this Code defines thatinancial Interestto be an Indirect Financial
Interest

290.104 If a member of thé&udit Teamaa me mber of tnmadiateHamilg,orv i d u al
a Firm has aDirect Financiallnterest or a materidahdirectFinancialnterest in the
Audit Client, the seHinterest threat created would be so significamat no
safeguard could reducethe threat to a\cceptableLevel. Therefore, none of the
following shall have aDirect Financial Interest or a materidindirect Financial
Interest in theclient: a member of th&udit Team;ame mber of t hat i n
ImmediateFamily; or theFirm.
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290.105When a member of thAudit Teamhas aClose Family memberwho the Audit
Team member knowsas aDirect Financiallnterest or a materidhdirect Financial
Interest in theAudit Client, a selinterest threais created.The significance othe
threatwill depend on factors such as:

e  The nature of the relationship between the member oAtltt Team and the
CloseFamily memberand

. The materibty of the Financiallnterest to th€loseFamily member.

The significance of the threat shall be evaluated afdgsardsapplied when
necessary to eliminate the threat or reduce it tAeseptableLevel. Examples of
such safeguards include:

. The Close Family member disposing, as soon as practicable, of all of the
Financial Interest or disposing of a sufficient portion of ladirect Financial
Interest so that the remaining interest is no longer material;

. Having aMemberreview the work of the member tife Audit Team; or
. Removing the individual from th&udit Team.

290.106 If a member of thé&udit Teamaa me mber of tnmadiateHamilg,iorv i d u al
a Firm has a direct or materiahdirect Financial Interest in an entity that has a
controlling interest in ta Audit Client, and theclient is material to the entity, the
selfinterest threat created would be so significant that no safeguards could reduce
the threat to ar\cceptableLevel. Thereforenone of the followingshall havesuch
a Financial Interest a member of theAudit Teama me mber of t hat [
ImmediateFamily; andthe Firm.

290.107The holding by &< r m6s r eti rement benef Indirecpl an o
Financial Interest in arAudit Client creats a selfinterest threat. The significance
of thethreatshallbe evaluated and safeguards applied when necessary to eliminate
the threat or reduce it to #&tceptabld_evek.

290.108If other partners in theOffice in which the EngagementPartner practices in
connection with thé\udit Engagement, or thelmmediateé=amily members, hold a
Direct Financial Interest or a materiaindirect Financial Interest in thatAudit
Client, the seHinterest threat created would be so significant that no safeguards
could reduce the threat to Aceptable_evel. Therefoe, neither sucpartners nor
their ImmediateFamily membershallhold any suclFinancialinterests in such an
Audit Client.

290.109 The Office in which theEngagemenPartner practices in connection with tAedit
Engagement is not necessarily ti@fice to which that partner is assigned.
Accordingly, when thé&ngagemenPartner is located in a differe@iffice from that
of the other members of th&udit Team, professionaljudgmentshall be used to
determine in whicl©ffice thepartner practices in connectionttvithatengagement.

3  Refer to s32€H(1) Items 10-12 of theCorporations Act 200Ivhich prohibits this arrangement in respect of Audits perforined
accordance witthe Act.
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290.110 If other partners andmanagerialemployees who provide neaudit services to the
Audit Client, except those whose involvementrigiimal, or theirlmmediateFamily
members, hold ®irect Financial Interest or a materiahdirect Finandal Interest in
the Audit Client, the seklinterest threat created would be so significant that no
safeguards could reduce the threat té\aoeptabld_evel. Accordingly, neither such
personnel nor theilmmediate Family membersshall hold any suchFinancal
Interests in such akudit Client.

290.111 Despite paragraphs 290.108 and 290.110, the holdingrofaacial Interest in an
Audit Client by animmediateFamily member of (a) @artner located in th&ffice
in which the EngagementPartner practices in conneati with the Audit
Engagement, or (b) partner or managerialemployee who provides neaudit
services to theAudit Client, is deemednot to compromiselndependence if the
Financial Interest is received as a result thle ImmediateFami | vy me mber 0
employmen rights (e.g., through pension or share option plans), aiten
necessarysafeguardsire applied to eliminate any threatltmlependence or reduce
it to an AcceptableLevel. However, when themmediateFamily member has or
obtains the right to dispose tife Financiallnterest or, in the case of a stock option,
the right to exercise the option, tl@nancial Interestshall be disposed of or
forfeited as soon as practicable.

290.112 A self-interest threat may be created if fiem or a member of thAudit Team, ©
a member of t imraetiateFamidlyj has aFinaadiablrgerest in an
entity and anAudit Client also has dinancial Interest in that entityHowever,
Independence deemecdhotto becompromised if these interests are immaterial and
the Audit Client cannot exercise significant influence over the entity. If such interest
is material to any party, and tieudit Client can exercise significant influence over
the other entity, no safeguards could reduce the threat thceeptableLevel
Accordindy, the Firm shallnot have such amterestandany individual with such
an interestshall before becoming a member of thadit Team, either:

(@) Dispose of the interest; or

(b) Dispose of a sufficient amount of the interest so that the remaining interest is
nolonger material.

290.113 A seltinterest, familiarity or intimidation threahay becreatedif a member of the
Audit Team,ora me mber of tnimadiatelamilg, iorvherirm, dds @ s
Financial Interestin an entity when @irector, Officer or controllig owner of the
Audit Client is also knownto have aFinancial Interest in that entityThe existence
and significance of anyhreat will depend upon factors such as:

. The role of the professional on tAedit Team;
. Whether ownership of the entity is clbser widely held;

e  Whether the interest gives the investor the ability to control or significantly
influence the entity; and

e  The materiality of thé&inanciallnterest.
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The significance of any threathall be evaluated and safeguards applied when
necessaryo eliminate the threat or reduce it to AnceptableLevel. Examples of
such safeguards include:

. Removing the member of theudit Team with the=inanciallnterest from the
Audit Team; or

. Having aMemberreview the work of the member of tBaidit Team.

290.114The holding by aFirm, or a member of théudit Team, ora member of that
i ndi v immedatekamily, of aDirect FinancialInterest or a materidhdirect
Financial Interest m the Audit Client as a trusteereats a selfinterest threat.
Similarly, a s#-interest threais created when (a) partner in theOffice in which
the lead EngagementPartner practices in connection with the audit, (b) other
partners andmanagerialemployees who provide nesmssurance services to the
Audit Client, except those wise involvement isninimal, or (c) theirimmediate
Family members, hold ®irect Financial Interest or a materidhdirect Financial
Interest in théAudit Client as trusteeSuch an interesthallnot be held unless

(@) Neither the trustee, nor dmmediateFamily member of the trustee, nor the
Firm are beneficiaries of the trust;

(b) The interest in th&udit Client held by the trust is not material to the trust;

(c) The trust is not able to exercise significant influence overAtheit Client;
and

(d) The trustee, ahmmediateFamily memberof the trustegor theFirm cannot
significantly influence any investment decision involvingiaancial Interest
in theAudit Client.

290.115Members of théudit Teamshall determinevhether a selinterest threais created
by any knownFinancial Interests in theAudit Client held by other individuals
including:

. Partners and professional employees ofRine, other than those referred to
above, or theirmmediaté=amily members; and

. Individuals with a close personal relationship with a rhemof theAudit
Team.

Whether these interests create a-sdHrest threat will depend on factors such
as:

. TheFi r md s sational @perating and reporting structure; and

. The nature of the relationship between the individual and the member of the
Audit Team.
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The significance of any threathall be evaluated and safeguards applied when
necessary to eliminate the threat or reduce it téegeptablelevel. Examples of
such safeguards include:

. Removing the member of theudit Team with the personal relanship from
the Audit Team;

. Excluding the member of thAudit Team from any significant decision
making concerning thAudit Engagement; or

. Having aMemberreview the work of the member of tBaidit Team.

290.1161f a Firm or apartner or employee of theirm,ora me mber of t hat
Immediate Family, receives aDirect Financial Interest or a materialndirect
Financiallnterest in amAudit Client, for example, by way of an inheritancgift or
as a result of a mergand such interest would not be pétted to be held under this
section, then:

(&) If the interest is received by theérm, the Financial Interestshall be disposed
of immediately, or a sufficient amount of amdirect Financial Interestshall
be disposed of so that the remaining interest iemger material;

(b) If the interest is received by a member of Ahelit Team, ora member of that
i ndi v ilndmedate&asnily, the individualwho received therinancial
Interestshall immediately dispose of thEinancial Interest, or dispose of a
sufficient amount of anindirect Financial Interest so that the remaining
interest is no longer material; or

(c) If the interest is received by an individual who is not a member oA ththt
Team, or byan ImmediateFamily memberof the individual, the Financial
Interestshall be disposed @fs soon as possible, or a sufficient amount of an
IndirectFinanciallnterestshall be disposed @b that the remaining interest is
no longer material. Pending the disposal of th@ancial Interest, a
determination shall be madsto whether any safeguards are necessary.

290.117 When a inadvertent violation of this section as it relates Eonanciallnterest in an
Audit Client occurs it is deemeahotto compromisdndependenci:

(@ The Firm has established policies and procedures tegire prompt
notification to the Firm of any breaches resulting from the purchase,
inheritance or other acquisition ofFmanciallnterest in théudit Client;

(b) The acions in paragraph 290.116 (&) are taken as applicable; and

(c) The Firm appliesother safeguardsvhen necessario reduce any remaining
threat to arAcceptabld_evel Examples of sch safeguards include:

. Having aMemberreview the work of the member of theaudit Team; or

. Excluding the individual from any significant decisioraking
concening theAudit Engagement.

The Firm shall determine whether to discuss the matter with Those Charged with
Governance.
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AUST290.117.1 Unless an inadvertent violatiasf this section as it relates to a Financial Interest in
an Audit Clientis trivial and irconsequentiatthe Firm shalldocument andliscuss
it with Those Charged with Governance

Loans and Guarantees

290.118 A loan, or a guarantee of a loan, to a member ofAthéit Team, ora member of
t hat i nldnmediatdranaly, ar heFirm from anAudit Client that is a bank
or a similar institution may create a threatridependence. If the loan or guarantee
is not made under normal lending procedures, terms and conddieal;interest
threatwould becreatedhatwould be so significant that no safegds could reduce
the threat to arAcceptableLevel. Accordingly, neither a member of teudit
Team,a member of tlrhneediateFamidy,inoriaBimmadr Network
Firm, shallaccept such a loan or guarantee.

290.1191f a loan to aFirm from anAudit Client that is a bank or similar institution is made
under normal lending procedures, terms and conditions and it is material to the
Audit Client or Firm receiving the loan, it may be possible to apply safeguards to
reduce the selinterest threat to amcceptable Level. An example of sch a
safeguards havingthe work reviewed by Memberfrom aNetwork Firm that is
neitherinvolved with the audihor receivel the loan.

290.120 A loan, or a guarantee of a loan, from Andit Client that is a bank or a similar
institution to a member of théudit Team, ora me mber of t hat i
ImmediateFamily, doesnot create a threat tadependence if the loan or guarantee
is made under normal lending procedures, terms and conditions. Examples of such
loans include home mayages, bank overdrafts, car loans and credit card balances.

290.1211f the Firm or a member of théudit Team, ora me mber of t hat [
ImmediateFamily, accepts a loan from, or has a borrowing guaranteed Bidih
Client that is not a bank or similanstitution, the selinterest threat created would
be so significant that no safeguards could reduce the threatAtocaptable_evel,
unless the loan or guarantee is immaterial to (etthe Firm or the member of the
Audit Team andhe ImmediateFamily membey and(b) theclient.

290.122 Similarly, if the Firm or a member of the\udit Team, ora member of that
i ndi v immedateFamily, makes or guarantees a loan toAait Client, the
selfinterest threat created would be so significant that no safigyeauld reduce
the threat to aicceptable_evel, unless the loan or guarantee is immaterial to both
(a) the Firm or the member of thAudit Team andhe ImmediateFamily member
and(b) theclient-.

290.1231f a Firm or a member of theAudit Team, ora member © t hat indi vi
ImmediateFamily, has deposits or a brokerage accowitih an Audit Client that is
a bank, broker or similar institutipm threat tolndependenceé not createdf the
deposit or account is held under normal commercial terms.

4  Refer to s324CH(1) Iteal5,16,17&19 of theCorporations Act 200Which prohibits making or guaranteeing loangspective of
materiality for audits performed in accordance with the Act
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BusinessRelationships

290.124 A close busiess relationshifbetween &irm, or a member of th&udit Team, ora
me mber of t h dammediate Fhmily, i addu thd AGdst Client or its
managementarises froma commercial relationship or commeéinancial Interest
and nay create selinterest or intimidation threat&xamples of such relationships
include

. Having a Financial Interest in a joint venture with either tlolient or a
controlling owner,Director, Officer or other individual who performs senior
managerial actities for thatclient.

. Arrangements to combine one or more services or products &irthewith
one or more services or products of thent and to market the package with
reference to both parties.

. Distribution or marketing arrangements under whiok Elvm distributes or
markets thecl i ent 6 s pr od u c tcleent distribuseg or markets s | or
theFi r mbs products or services.

Unless anyFinancial Interest is immaterial and thbusinessrelationship is
insignificant to theFirm and theclient or its managementhe threat created would
be so significant thato safeguards could reduce the threat téeceptable_evel.
Therefore, unlesthe Financiallnterest is immaterial and tlheisinesselationship is
insignificant the business relationshighal not be entered into, or it shall be
reduced to an insignificant level or terminated.

In the case of a member of thaidit Team, unless any sudhnancial Interest is
immaterial and the relationship is insignificant to that member, the individhadil
be removed from thAudit Team.

If the business relationship is betweenlammediateFamily member of a member
of the Audit Team and théudit Client or its management, the significanceaoly
threatshall be evaluated andafeguards applied when necegstar eliminate the
threat or reduce it to alicceptabld_evel.

290.125 A business relationshégnvolving the holding of an interest by tHérm, or a
member of theAudit Team,ora me mber of tinmedate Familg,iinv i d u a |
a closelyheld entity when théudit Client or aDirector orOfficer of theclient, or
any group thereof, alsoolds an interest in that entigoes not create threats to
Independence if:

(@) Thebusinesselationship is insignificant to theirm, the member of thAudit
Teamandthe Immediae Family membeyrand theclient;

(b) TheFinanciallnterest is immaterial to the investor or group of investors; and

(c) The Financial Interest does not give the investor, or group of investors, the
ability to control the closehpeld entity.

5 Refer to s324CH(1) of th€orporations Act 200dhich prohibits certain relationships between a persaghefirm and thecorporate
Audit Client irrespective ofnateriality o thesignificance of the relationship &mancialinterest.

6  Refer to s324CH(1) of th€orporations Act 200Which prohibits certain rationships between a person or Bien and the corporate
Audit Client irrespective ofmateriality orthe significance of the relationship éinanciallnterest.
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290.126 The purchase of gosdand services from akudit Client by theFirm, or a member
of the Audit Team, ora me mber of tlrhneediateFamiy,ideesndtu al 6 s
generally create a threatiodependence if the transaction is in the normal course of
busi ness an dHaaveverasuchmtbassactiomsntpy de of such a nature or
magnitude that they create a salierest threatThe significance of anthreatshall
be evaluated andafeguards applied when necessary to eliminate the threat or
reduce it to a\cceptabld_evel. Examples of sch safeguards include:

. Eliminating or reducing the magnitude of the transaction; or
. Removing the individual from th&udit Team.

Family and Personal Relationships

290.127 Family and personal relationships between a member oAtlet Team and a
Director orOfficer or certain employees (depending their role) of theAudit
Client may create selinterest, familiarity or intimidation threats. Tleistence and
significance of any threats will depend on a number of factors, including the
i ndi v iredporsibilbes on théudit Team, the role of the family member or
other individual within thelient and the closeness of the relationship.

290.128 When anmmediateFamily member of a member of tieudit Team is:
(@) A Director orOfficer of theAudit Client; or

(b) An employee in a position to exert significant influence over the preparation
of thecl i ent 6 s ac c ou nERnancig Statements ordvehichothte t h e
Firm will express arOpinion,

or was in such a position during any period covered byetlgmgemenbr the
Financial Statements, the threats tmdependence can only be reduced to an
Acceptablelevel by removing the individual from theudit Team. The closeness
of the relationship is such that no other safeguadlld reduce the threat to an
Acceptabld_evel. Accordingly, no individualvho hassuch a relationship shall be a
member of théAudit Team.

290.129 Threats tolndependenceare created when ammmediate Family member of a
member of theAudit Team is an employee in a position to exert significant
influence over thecl i ent 6s financi al position, fineé
The significance of the threats will depend on factors such as:

e  The position held by themmediate=amily member; and
. The role of the professional on tAedit Team.

The significace of the threat shall be evaluated and safeguards applied when
necessary to eliminate the threat or reduce it téereptablelevel. Examples of
such safeguards include:

. Removing the individual from th&udit Team; or

. Structuring the responsibilities tfe Audit Team so that the professional does
not deal with matters that are within the responsibility of ihenediate
Family member.
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290.130Threats tondependencare created when &lose Family member of a member of
theAudit Team is:

(@) A Director orOfficer of the Audit Client; or

(b) An employee in a position to exert significant influence over the preparation
ofthecl i ent 6 s a c c o u nFRnantig Statements ordvehichothe t h e
Firm will express arOpinion.

The significance of the threats will dependfactors such as:

e  The nature of the relationship between the member oAtitt Team andhe
CloseFamily member;

. The position held by th€loseFamily member; and
e  The role of the professional on tAedit Team.

The significance ofthe threat shall be evalated and safeguards applied when
necessary to eliminate the threat or reduce it tdereptablelevel. Examples of
such safeguards include:

. Removing the individual from th&udit Team; or

. Structuring the responsibilities of tRauidit Team so that the piessional does
not deal with matters that are within the responsibility of @hese Family
member.

290.131 Threats tdndependencarecreated when a member of thedit Team has a close
relationship with a person who it an Immedate orClose Family member but
who is a Director or Officer or an employee in a position to exert significant
influence over the preparation of ttki ent 6 s accounkfnantigh r ecor
Statements on which thBirm will express anOpinion. A member of theAudit
Teamwho hassuch a relationship shaltonsult in accordance withirm policies
and procedures. The significance of the threats will depend on factors such as:

e  The nature of the relationship between the individual and the member of the
Audit Team;

. The position the indidual holds with thelient; and
e  The role of the professional on tAedit Team.

The significance othe threas shall be evaluated and safeguards applied when
necessary to eliminate the threat reducehemto anAcceptabld_evel. Examples
of such safegards include:

. Removing the professional from tAheidit Team; or

. Structuring the responsibilities of thaidit Team so that the professional does
not deal with matters that are within the responsibility of the individual with
whomthe professionahas a abse relationship.
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290.132 Self-interest, familiarity or intimidation threats may be created by a personal or
family relationship between (a) partner or employee of thEirm who is not a
member of theAudit Team and (b) ®irector orOfficer of the Audit Client or an
employee in a position to exert significant influence over the preparation of the
c i ent 6s accoun Financl Statenentsrod svhiclo thEirm ik
express arOpinion. Partners and employees of fiem who are aware of such
relationshig shall consult in accordance witRirm policies and procedure3he
existence andignificance of any threat will depend on factors such as:

. The nature of the relationship between fagtner or employee of thEirm
and theDirector orOfficer or employeef theclient;

. The interaction of theartner or employee of tiérm with theAudit Team;
. The position of theartner or employee within tHérm; and
. The position the individual holds with tiokent.

The significance of any threathall be evaluated radl safeguards applied when
necessary to eliminate the threat or reduce it tde@eptableLevel. Examples of
such safeguards include:

. Structuringthgpar t ner 6s or empl oyeebds responsi
influence over théudit Engagement; or

. Having aMemberreview the relevant audit work performed.

290.133When a inadvertent violation of this section as it relates to family and personal
relationshipsoccurs it is deemeadhotto compromisd ndependence if:

(@ The Firm has established policies and proaeduthat require prompt
notification to the Firm of any breaches resulting from changes in the
employment status of thelmmediate orClose Family members or other
personal relationships that create threatstependence;

(b) The inadvertent violation reke$ to anImmediate Family member of a
member of théAudit Team becoming Birector orOfficer of the Audit Client
or being in a position to exert significant influence over the preparation of the
cd i ent 6s ac c o u rrhanaaiptatenemtsoon ich theirm willh e
express arOpinion, and the relevant professional is removed fromAtheit
Team; and

(c) The Firm applies other safeguard#ghen necessary to reduce any remaining
threat to arAcceptabld_evel Examples of sch safeguards include:

() Having aMembermeview the work of the member of tAaidit Team; or

(i) Excluding the relevant professional from any significant decision
making concerning thengagement.

The Firm shall determine whether to discuss the matter with Those Charged with
Governance.

AUST290133.1 Unless an inadvertent violatiasf this section as it relates to family and personal
relationshipds trivial and inconsequentialhe Firm shall document and discu$s
with Those Charged with Governance
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Employment with an Audit Client

290.134 Familiarity or intimidation threats may be created iDa&ector or Officer of the
Audit Client, or an employee in a position to exert significant influence over the
preparation of thel i ent 6 s a c c o u rFinanciatStatengentoan lich or t h

the Firm will express arOpinion, has been a member of thadit Team orpartner
of theFirm.

290.1351If a former member of thA&udit Team orpartner of the~irm? has joined théudit
Client in such a position and a significant connection remains betweéirithand
the individud, the threat would be so significathiatno safeguards could reduce the
threat to anAcceptableLevel. ThereforeJndependence would b#eemed to be
compromised if a former member of tiAeudit Team orpartner joins theAudit
Client as aDirector orOfficer, orasan employee in a position to exert significant
influence over the preparation of tkki ent 6 s accounFfnanciglh r ecor
Statements on which tiérm will express arOpinion, unless:

(&) The individual is not entitled to any benefits or pants from theFirm,
unless made in accordance with fixed-getermined arrangementnd any
amount owed to the individua not material to th&irm; and

(b) The individual does not continue to participate or appear to participate in the
Fir més b preféssioma activibes.

290.1361f a former member of thAudit Team orpartner of theFirm has joined théudit
Client in such a position, and no significant connection remains betwedriine
and the individual, thexistence angignificance of any familiant or intimidation
threats will depend on factors such as:

e  The position the individual has taken at dhent;
e Any involvement the individual will have with theudit Team;

e« The length of time since the individual was a member ofAthdit Team or
partner @ the Firm; and

e The former position of the individual within th&udit Team orFirm, for
example, whether the individual was responsible for maintaining regular
contactwiththel i ent 6 s mdahoseGharged withGowemance.

The significance of anyhreats createdhall be evaluated and safeguards applied
when necessary to eliminate the threats or reduce them Ax@eptableLevel.
Examples of sch safeguards include:

. Modifying the audit plan;

e Assigning individuals to théudit Team who have suffient experience in
relation to the individual who has joined ttleent; or

. Having aMemberreview the work of the former member of thadit Team.

290.137If a formerpartner of the=irm has previously joined an entity in such a position and
the entity subsequdgtbecomes aiudit Client of theFirm, the significance oany

7  Refer to s324CK of th€orporations Act 200tegardingthe 5 year cooling off period before a former Audit partner can be appointed
as an Officer or Director of a Corporate Audit Clientircumstancewhere another former Partner of the Firnali®adyan Officer
or Director of the corporatkudit Client.
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threat tolndependencshall be evaluated and safeguards applied when necessary to
eliminate the threat or reduce it to Aoceptabld_evel

290.138 A self-interest threat is created when a membethefAudit Team participates in
the Audit Engagement while knowing th#tte member of théudit Teamwill, or
may, join theclient some time in the future. Firm policies and procedusies!
require members of afAudit Team to notify theFirm when enteringemployment
negotiations with thelient. On receiving such notification, the significance of the
threatshall be evaluated and safeguards applied when necessary to eliminate the
threat or reduce it to alicceptabld_evel. Examples of sch safeguards inalie:

. Removng the individual from théAudit Team; or

e« A review of any significant judgments made by that individual while on the
team.

Audit Clients that are Public Interest Entities

290.139 Familiarity or intimidation threats are created wheKey Audit Partner jons the
Audit Client that is &ublic InterestEntity as:

(@) A Director orOfficer of the entity; or

(b) An employee in a position to exert significant influence over the preparation
of thecl i ent 6 s ac c ou nERnancig Statements ordvehichotle t h e
Firm will express a®pinion.

Independence would be deemed to be compromisgess, subsequent to the
partner ceasing to be leey Audit Partner, thePublic InterestEntity had issued
auditedFinancial Statements covering a period of not less than twelve insoand
the partner was not a member of tAeaidit Team with respect to the audit of those
FinancialStatements

290.140 An intimidation threat is created when the individual who wasthe mé s Seni or
managingpartner ¢hief executive or equivalent) joins aAudit Client that is a
Public InterestEntity as (a) an employee in a position to exert significant influence
over the preparation of tFinanciatSatementsyod s ac c
(b) a Director or Officer of the entity. Independence wouldebdeemed to be
compromisedinless twelve months have passed since the individual was the Senior
or managingpartner ¢hief executive or equivalent) of tHarms.

290.141 Independence isleemednot to be compromised fi as a result of a business
combination, a forrar Key Audit Partner or the individual who was tH@ r mo s
former Senior ormanagingpartner is in a position as described in paragraphs
290.139 and 290.14and

(&) The position was not taken in contemplation of the business combination;

(b) Any benefits or paynmds due to the formerartner from the=irm have been
settled in full, unless made in accordance with fixed-datermined
arrangements and any amount owed tqgotiréner is not material to thHérm;

8 Refer to s 324ClI of th€orporation Act 200Tor additionalprohibitionson former auditPartnergoining corporateéiudit Clients.

9  Refer tos 324ClI of theCorporation Act 200%or additionalprohibitionson former Partners joining corporadedit Clients.
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(c) The formerpartner does not continue to participate ppear to participate in
theFi r ms business or professional actiwv

(d) The position held by the formeartner with theAudit Client is discussed with
ThoseCharged withGovernance.

Temporary Staff Assignments

290.142 The lending of staff by &irm to anAudit Client may create a setéview threat.
Such assistance may be given, but only for a short period of time afdl thend s
personnekhallnot be involved in:

. Providing norassurance services that would not be permitted under this
section; or

. Assuming maagement responsibilities.

In all circumstances, théudit Client shall be responsible for directing and
supervising the activities of the loaned staff.

The significance ofany threat shall be evaluated and safeguards applied when
necessary to eliminate tliereat or reduce it to aicceptablelevel. Examples of
such safegards include:

. Conducting an additional review of the wgo&rformed by the loaned staff;

. Not giving the loaned staff audit responsibility for any function or activity that
the staffperformed during the temporary staff assignment; or

. Not including the loaned staff as a member ofAlueit Team

Recent Service with an Audit Client

290.143 Selfinterest, selreview or familiarity threats may be createdaifnember of the
Audit Team has recently sezset asa Director, Officer, or employee of théAudit
Client. This would be the case when, for example, a member #ub& Team has
to evaluate elements of tiRancialStatements for whiclthe member othe Audit
Teamhad prepared the accounting recondhgle with theclient.

290.1441f, during the period covered by the audit report, a member oAttt Team had
served as Birector orOfficer of theAudit Client, or was an employee in a position
to exert significant influencé over the preparation of thelient 0 s account
records or thé=inancial Statements on which thiérm will express arOpinion, the
threat created would be so significaihnat no safeguarsicould reduce the threat to
an AcceptableLevel. Consequently, such individuabkall not be assiged to the
Audit Team.

290.145 Selfinterest, selreview or familiarity threats may be created if, before the period
covered by the audit report, a member of Ahuglit Team had served adarector or
Officer of the Audit Client, or was an employee in a positit;m exert significant
influence over the preparation of thedk i ent 6 s a c ¢ o uknancia g rec
Statements on which thErm will express arOpiniontl. For example, such threats

10 Refer to s9 Defriiniitciadn ef@GgpporatpAsdd0@f t he

11 Refer to s324CH(1)tems 8& 9 and s324CF(5) Itas 3,4,5& 9 of the Corporations Act 200Yegardingcoolingoff period of 12
months immediately preceding the beginning of the audited pfeni@corporate Audit Client
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would be created if a decision made or work performed by the individtfa iprior
period, while employed by thelient, is to be evaluated in the current period as part of
the currentAudit Engagement. Thexistence andignificance ofany threats will
depend on factors such as:

. The position the individual held with tlokent;
. The length of time since the individual left ttleent; and
. The role of the professional on tAedit Team.

The significance ofany threat shall be evaluated and safeguards applied when
necessary to reduce the threat to AcceptableLevel. An example © such a
safeguardis conducting a review of the work performed by the individual as a
member of thé\udit Team.

Serving as a Director or Officer of an Audit Client

290.146 If a partner or employee of thieirm serves as ®irector or Officer of an Audit
Client, the selfreview and selinterest threats created would be so significant that
no safeguards could reduce the threats t\eceptableLevel. Accordingly, no
partner or employee shall serve adigector orOfficer of anAudit Client!2,

AUST290.146.1 If a patner or employee othe Firm were to seve as an Officer(including
management odn Administration) or as a Directoof an Audit Client, or as a
employee in a position to exert direct and significant influence over the subject
matter of theAudit Engagenent, thethreats created would be so significana
safeguard could reduce the threats to an Acceptable L&@misequently, if such
an individual were to accept such a position the only course of acfiontie Firm
to refuse to perform, or to withalw from, the Audit Engagement

290.147 The position of company secretary has different implications in different
jurisdictions. Duties may range from administrative dutissich as personnel
management and the maintenance of company records and registersedoaduti
diverse as ensuring that the company complies with regulations or providing advice
on corporate governance matteiSenerally, this position is seen to imply a close
association with the entity.

290.1481f a partner or employee of therm serves asompanysecretary for anAudit
Client, selfreview and advocacy threagse createdthat would generally be so
significant that no safeguards could reduce the threats tAcamptableLevel.
Despiteparagrapt?90.146, wen this practice is specifically permittadder local
law, professional rules or practicend provided management makes all relevant
decisions,the duties and activitieshall be limited to those of a routine and
administrative naturesuch as preparing minutes and maintaining statutory returns.
In those circumstances, tregnificance of any threatshall be evaluated and
safeguards appliedthen necessario eliminate the threats or reduce them to an
Acceptabld_evel.

AUST?290.148.1 As thecompany secretargf a company incorporated in Australig an Officer
under theCorporations Act 2001no Partner or employee @ Firm shall act in the

12 Refer to s 324Cl of th€orporation Act 200Tegardingprohibitions onPartnersor emgoyees serving as a Director or Officer of a
corporate Audit Client
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position ofthe company secretary of an Audit Clietit such an individual were to
accept such a position the only course of actidarishe Firmto refuse @ perform,
or withdraw from, the Audit Engagement.

290.149 Performing routine administrative services to support a company secretarial
function or providing advice in relation to company secretarial administration
matters does not generallgreate threats tdndegendence, as long adient
management makes all relevant decisions.

Long association ofsenior personnel {ncluding partner rotation) with an Audit Client

General Provisions

290.150 Familiarity and selfinterest threatsire created by using the same senior persbnn
on anAudit Engagement over a long period of time. The significance of the threats
will depend on factors such as:

. How long the individual has been a member ofAlidit Team;

e  The role of the individual on th&udit Team;

. The structure of th&irm;

. Thenature of theAudit Engagement;

e Whetherthel i ent 6s management team has chan

. Whether the nature or complexity of tltk i ent 6 s accounting
issues has changed.

The significance of the threathall be evaluated and safeguards appliecenwvh
necessary to eliminate the threats or reduce them Axegptabld_evel. Examples
of such safeguards include:

. Rotating the senior personnel off thadit Team;

. Having aMemberwho was not a member of tihaudit Team review the work
of the senior persomft or

. Regular independent internal or external quality reviews ofrigagement.

Audit Clients that are Public Interest Entities

290.151 In respect of an audit of a Public Interest Entity, an individual shall not be a Key
Audit Partner for more than sewe/ears?. After such time, the individual shall not
be a member of the Engagement Team or be a Key Audit Partner fdietitefor
two years. During that period, the individual shall not participate in the audit of the
entity, provide quality control fothe engagement, consult with the Engagement
Team or theclient regarding technical or industspecific issues, transactions or
events or otherwise directly influence the outcome o&tigagement.

290.152 Despite paragraph 290.15Key Audit Partners whose cointity is especially
important to audit quality mayin rare caseslue to unforeseen circumstances
outside theFi r m6s contr ol , be per mAudtTeamaan add
long as the threat tthdependence can be eliminated or reduced tAceptble

13 Refer to s324DA of th€orporations Act 2001which has more restrictivAudit Partner rotation requiremerfr Listed Entities in
Australia
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Level by applying safeguards. For exampl&egy Audit Partner may remain 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 intendeBngagemenPartner.

290.153The long association of othpartners with arAudit Client that is aPublic Interest
Entity creats familiarity and selfinterest threats. The significance of the threats
will depend on factors such as:

. How long anysuchpartner has been associated withAhglit Client;
e  Therole, if any, of the individual on ti#eudit Team; and

. The natur e, frequency and extent of
cd i ent 6s mamseGhargee withGowvemance.

The signifcance of the threatshall be evaluated and safeguards applied when
necessary to eliminate the threats or reduce them Axzegptabld_evel. Examples
of such safeguards include:

. Rotating thepartner off theAudit Team or otherwise endintpepar t ner 0 s
association with theAudit Client; or

. Regular independent internal or external gyakviews of theengagement.

290.154 When anAudit Client becomes &ublic InterestEntity, the length of time the
individual has served thAudit Client as aKey Audit Partner befoe theclient
becomes &ublic InterestEntity shall be taken into accounin determiningthe
timing of the rotatio#. If the individual has served thfeudit Client as aKey Audit
Partner for five years or less when ttleent becomes &ublic InterestEntity, the
number of years the individual may continue to servectiemt in that capacity
before rotating off thengagement is seven years less the number of years already
served. If the individual has served thadit Client as aKey Audit Partner for sx
or more years when thdient becomes &ublic InterestEntity, the partner may
continue to serve in that capacity farmaximum oftwo additional years before
rotating off theengagement.

290.155When aFirm has only a few people with the necessary knowledde=aperience to
serve as &ey Audit Partner on the audit of Rublic InterestEntity, rotation ofKey
Audit Partners may not be an available safegudfdan independent regulatéin
the relevant jurisdiction has provided an exemption frartner rotabn in such
circumstances, an individual may remaii@y Audit Partner for more than seven
years, in accordance with such regulation, provided that the independent regulator
has specified alternative safeguards which are applied, such as a regular
indepemlent external review.

14 Refer to s324DA of th€orporations At 2001 which has more restrictivAudit Partner rotation requiremerft Listed Entities in
Australia

15 Refer to s@2A of the Corporations Act 200lhich specifies that the Australian Securities and Investment Commission may grant
extensions.
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Provision of Non-assurance Services to Audit Clients

290.156 Firms have traditionally provided to the&udit Clients a range of neassurance
services that are consistent with their skills and expertise. Providingssomance
services mayhowever, create threats to thelependence of theéirm or members
of the Audit Team. The threats created are most oftenrsgléw, selfinterest and
advocacy threats.

290.157 New developments in business, the evolution of financial markets and changes in
information technology make it impossible to draw up annalusive list of non
assurance services that might be provided toAadit Client. When specific
guidance on a particular n@ssurance service is not included in this section, the
conceptual framew& shall be applied when evaluating the particular
circumstances.

290.158 Before theFirm accepts arengagement to provide a n@ssurance service to an
Audit Client, a determination shall be made asmoether providing such a service
would create a threat tmdependence. In evaluating the significance of any threat
created by a particular n@assurance service, consideratihall be given to any
threat that theAudit Team has reason to beliei® created by providing other
related norassurance serviced. d threatis created that canndie reduced to an
Acceptablelevel by the application of safeguartlse norassurance servicghall
not be provided.

290.159 Providing certain nomssurance services to Amdit Client may create a threat to
Independence so significatihat no safeguards coulceducethe treat to an
Acceptabld_evel. However, the inadvertent provision of such a serviceRelated
Entity, division or in respect of a discrefenancial Statement item of such dient
will be deemedhot to compromiselndependence if any threats have been reduced
to anAcceptabld_evel by arrangements for thRelatedEntity, division or discrete
Financial Statement item to be audited by anotkém or when anotheFirm re-
performs the nomssurance service to the extemcessary to enable it to take
responsibility for that service.

290.160A Firm may provide nofassurance services that would otherwise be restricted
under this section to the following related entities ofAldit Client:

(&) An entity, which is not ar\udit Client, that has direct or indirect control over
the Audit Client;

(b) An entity, which is not aiudit Client, with aDirect Financiallnterest in the
client if thatentity has significant influence over tokent and the interest in
theclient is material to suctentity;or

(c) An entity, which is not aAudit Client, that is under common control with the
Audit Client.

If it is reasonable tgonclude that (a) the services do not create aeeiéw threat
because the results of the services will not be subjectdid pocedures and (b)

any threats that are created by the provision of such services are eliminated or
reduced to aAcceptabld_evelby the application o$afeguards.

290.161 A nonrassurance service provided to Amdit Client does not compromise the
Firm 6 Imdependence when tikent becomes Bublic InterestEntity if:
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(@) The previous nofassurance service complies with the provisions of this
section that relate tAudit Clients that are not public interest entities;

(b) Services that are not permitted undeis section forAudit Clients that are
public interest entities are terminated before or as soon as practicable after the
client becomes &ublic InterestEntity; and

(c) The Firm applies safeguardsvhen necessaryto eliminate or reduce to an
Acceptabld_evelany threats tbhdependence arising from the service.

Management Responsibilities

290.162 Management of an entity performs many activities in managing the entity in the best
interests of stakeholders thfe entity. It is not possiblto specify every activity #t
is a management responsibility. However, management responsibilities involve
leading and directing an entity, including making significant decisions regarding the
acquisition, deployment and control of human, financial, physical and intangible
resources

290.163 Whether an activity is a management responsibility depends on the circumstances
and requires the exercise of judgment. Examples of activities that would generally
be considered a management responsibility include:

. Setting policies and strategic directjon
. Directing and taking responsibility fo
e Authorising transactions;

. Deciding which recommendations of tiférm or other third partieso
implement;

. Taking responsibility for the preparation and fair presentatioheffinancial
Statements in accordance with the applicable financial reporting framework;
and

. Taking responsibility for designing, implementing and maintaining internal
control.

290.164 Activities that are routine and administrative, or involve matters that are
insignificant, generallyare deemednot to be a management responsibility. For
example, executing an insignificant transaction that has been aathdoy
management or monitoring the dates for filing statutory returns and advising an
Audit Client of those diesis deemednot to be a management responsibility.
Further, providing advice and recommendations to assist management in
discharging its responsibilities not assuming a management responsibility.

290.1651f a Firm were toassume a management responsibility & Audit Client, the
threats created would be so significdrdtno safeguards coul@ducethe threats to
anAcceptabld_evel. For example, deciding which recommendations oFtime to
implement will create selfeview and selinterest threats. Fumth, assuming a
management responsibility creates a familiarity threat becausErthebecomes
too closely aligned with the views and interests of manageffieetefore, thd-irm
shallnot assume a management responsibility fohadit Client.
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290.166 To avoid tle risk of assuming a management responsibility when providing non
assurance services to Andit Client, theFirm shall be satisfied that a member of
management is responsible for making the significant judgments and decisions that
are the proper respongity of management, evaluag the results of the service
and accepng responsibility for the actions to be taken arising from the results of
the service. This reduces the risk of #em inadvertently making any significant
judgments or decisions ontEf of management. The risk is further reduced when
theFirm gives theclient the opportunity to make judgments and decisions based on
an objective and transparent analysis and presentation of the issues.

Preparing Accounting Records and Financial Statetse
General Provisions

290.167 Management is responsible for the preparation and fair presentationFiridineial
Statements in accordance with the applicable financial reporting framework. These
responsibilities include:

e« Originating or changing journal entriesor determining the account
classifications of transactions; and

. Preparing or changing source documents or originating data, in electronic or
other form, evidencing the occurrence of a transaction (for example, purchase
orders, payroll time records, andstomer orders).

290.168 Providing anAudit Client with accounting and bookkeeping servicesch as
preparing accounting records Binancial Statementscreates a selfreview threat
when theFirm subsequently audits tinancial Statements.

290.169 The audit process, owever, necessitates dialogue between #en and
management of theAudit Client, which may involve (a) the application of
accounting standards or policies dfidancial Statement disclosure requirements,

(b) the appropriateness of financial and accogntiontrol and the methods used in
determining the stated amounts of assets and liabilities, or (c) proposing adjusting
journal entries. These activities are considered to be a normal part of the audit
process and do not, generallyeate threats tindep@dence.

290.170 Similarly, theclient may request technical assistance fromAh® on matters such
as resolving account reconciliation problems or asiwady and accumulating
information for regulatory reporting. In addition, thkent may request technical
advice on accounting issues such as the conversion of existingcial Statements
from one financial reporting framework to another (for example, to comply with
group accounting policies or to transition to a different financial reporting
framework such aiternational Financial Reporting Standards). Such services do
not, generallycreate threats tthdependence provided theém does not assume a
management responsibility for thkent.

Audit Clients that are Not Public Interest Entities

290.171 The Firm may povide services related to the preparation of accounting records and
Financial Statements to aAudit Client that is not &ublic InterestEntity where the
services are of a routine or mechanical nature, so long as amg\sels threat
created is reduced anAcceptabld_evel. Examples of such services include:

. Providing payroll services based drent-originated data;
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. Recording transactions for which tlskent has determined or approved the
appropriate account classification;

. Posting transactions codl®y theclient to the general ledger;
. Postingclient-approved entries to the trial balance; and
. PreparingrinancialStatements based on information in the trial balance.

In all cases, the significance of any threat createdl be evaluated and safegda
applied when necessary to eliminate the threat or reduce itAc@aptablelevel.
Examples of sch safeguards include:

. Arranging for such services to be performed by an individual who is not a
member of thé\udit Team; or

. If such services are perfoed by a member of thAudit Team, using a
partner or senior staff member with appropriate expertise who is hot a member
of the Audit Team to review the work performed.

Audit Clients that are Public Interest Entities

290.172A Firm shall not provide to anAudit Client that is aPublic Interest Entity
accounting and bookkeeping services, including payroll services, or prepare
Financial Statements on which th&irm will express anOpinion or financial
information which forms the basis of tReancialStatements.

290.173 Despte paragraph 290.172, Birm may provide accounting and bookkeeping
services, including payroll services and the preparatiofAnaincial Statements or
other financial information, of a routine or mechanical nature for divisions or
RelatedEntities of an Audit Client that is aPublic InterestEntity if the personnel
providing the services are not members ofAlielit Team and:

(@) The divisions orRelated Entities for which the service is provided are
collectively immaterial to thd-inancial Statements on whit the Firm will
express apinion; or

(b) The services relate to matters that are collectively immaterial tBinla@cial
Statements of the division ételatedEntity.

Emergency Situatioris Audit Clients that are not Public Interest Entities

290.174 Accounting andbookkeeping services, which would otherwise not be permitted
under this section, may be provided Aadit Clients that are not Public Interest
Entities in emergency or other unusual situations when it is impractical for the
Audit Client to make other arrgements. This may be the case when (a) only the
Firm has the resources and necessary knowledge otlthee nt 6 s system
procedures to assist thkent in the timely preparation of its accounting records and
Financial Statements, and (b) a restrictiam theF r més abi |l ity to
services would result in significant difficulties for tbieent (for example, as might
result from a failure to meet regulatory reporting requirements). In such situations,
the following conditions shall be met

(&) Thosewho provide the services are not members ofAthéit Team;
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(b) The services are provided for only a short period of time and are not expected
to recur and

(c) Thesituationis discussed witlThoseCharged withGovernance.

Valuation Services
General Provisions

290.175A valuation comprises the making of assumptions with regard to future
developments, the application of appropriate methodologies and techniques, and the
combination of both to compute a certain value, or range of values, for an asset, a
liability or for a kusiness as a whole.

290.176 Performing valuation services for #&udit Client may create a setéview threat.
Theexistence andignificance ofanythreat will depend on factors such as:

. Whether the valuation will have a material effect onRimancialStatemens.

. The extent of thecl i ent & s i nvol vement i n deter.
valuation methodology and other significant matters of judgment.

. The availability of established methodologies and professional guidelines.

. For valuations involving standard or ddtshed methodologies, the degree of
subjectivity inherent in the item.

. The reliability and extent of the underlying data.

. The degree of dependence on future events of a nature that could create
significant volatility inherent in the amounts involved.

e  Theextent and clarity of the disclosures in theancialStatements.

The significance ofany threat createghall be evaluated and safeguards applied
when necessary to eliminate the threat or reduce it toAereptableLevel.
Examples of sch safeguards inatle:

. Having aMemberwho was not involved in providing the valuation service
review the audit or valuation work performed; or

. Making arrangements so that personnel providing such services do not
participate in théAudit Engagement.

290.177 Certain valuations do manvolve a significant degree of subjectivity. This is likely
the case where the underlying assumptions are either established by law or
regulation, or are widely accepted and when the techniques and methodologies to be
used are based on generally acag@imndards or prescribed by law or regulation.
In such circumstances, the results of a valuation performed by two or more parties
are not likely to be materially different.

290.178If a Firm is requested to perform a valuation to assisfadit Client with its &ax
reporting obligatios or for tax planning purposesd the results of the valuation
will not have a direct effect on tHénancial Statements, the provisions included in
paragraph 290.191 apply.
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Audit Clients that are Not Public Interest Entities

290.1791n the case of amudit Client that is not &ublic InterestEntity, if the valuation
service has a material effect on th@ancial Statements on which thEirm will
express arOpinion and the valuation involves a significant degree of subjectivity,
no safeguals could reduce the sefeview threat to anAcceptable Level.
Accordinglya Firm shallnot providesuch avaluation servicéo an Audit Client.

Audit Clients that are Public Interest Entities

290.180 A Firm shall not provide valuation services to @udit Client that is aPublic
InterestEntity if the valuations would have a material effect, separately or in the
aggregate, on thénancialStatements on which tiérm will express arOpinion.

Taxation Services
290.181 Taxation services comprise a broad range of seniregsding:
e  Tax return preparation;
. Tax calculations for the purpose of preparingaccounting entries;
. Tax planning and other tax advisory services; and
e Assistance in the resolution of tax disputes.

While taxation services provided by Farm to an Audit Client are addressed
separately urel each of these broad headinigspractice these activities are often
interrelated.

290.182 Performing certain tax services creates -s®lfew and advocacy threats. The
existenceand significance of any threats will depend factors such as (a) the
system by which the tax authorities assess and administer the tax in question and the
role of theFirm in that process, (b) the complexity of the relevant tax regime and
the degree of judgment necessary in applyin(e)tthe paticular characteristics of

A

theengagementand (d) the level of tax expertise of ttiei ent 6 s empl oyees

Tax Return Preparation

290.183 Tax return preparation services involve assisthgnts with their tax reporting
obligations by drafting and completing infaation, including the amount of tax due
(usually on standarsitd forms) required to be submitted to the applicable tax
authorities. Such services also include advising on the tax return treatment of past
transactions and responding on behalf of Ahalit Cli e n t to the tax ¢
requests for additional information and analysis (including providing explanations
of and technical support for the approach being taken). Tax return preparation
services are generally based on historical information and pailhciinvolve
analysis and presentation of such historical information under existing tax law,
including precedents and established practice. Further, the tax returns are subject to
whatever review or approval process the tax authority deems appropriate.
Accordingly, providing such servicedoes not generallycreate athreat to
Independence if management takes responsibility for the returns inclading
significant judgments made.
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Tax Calculations for the Purpose of Preparing Accounting Entries
Audit Clients that aréNot Public Interest Entities

290.184 Preparing calculations of current and deferred tax liabilities (or assets) Aarchin
Client for the purpose of preparing accounting entries that will be subsequently
audited by thd=irm creats a selfreview theat. The significance of the threat will
depend on (a) the complexity of the relevant tax law and regulation and the degree
of judgment necessary in applying them, (b) the level of tax expertisedfthee nt 6 s
personnel, and (c) the materiality of the amiz to theFinancial Statements.
Safeguardshallbe applied when necessary to eliminate the threat or reduce it to an
Acceptabld_evel.Examples of sch safeguards include:

. Using professionals who are not members ofAligit Team to perform the
service;

. If the service is performed by a member of alit Team, using @artner or
senior staff member with appropriate expertise who is not a member of the
Audit Team to review the tax calculations; or

. Obtaining advice on the service from an external taxggsabnal.

Audit Clients that are Public Interest Entities

290.1851n the case of audit Client that is aPublic InterestEntity, a Firm shall not
prepare tax calculations of current and deferred tax liabilities (or assets) for the
purpose of preparing accountiagtries that are material to tRimancialStatements
on which theFirm will express arOpinion.

Emergency Situatioris Audit Clients that are not Public Interest Entities

290.186 The preparation of calculations of current and deferred tax liabilities (or afsets)
anAudit Client that is not a Public Interest Entifyr the purpose of the preparation
of accounting entries, which would otherwise not be permitted under this section,
may be provided té\udit Clients in emergecy or other unusual situatiomgen it
is impractical for theAudit Client to make other arrangements. This may be the case
when (a) only thé-irm has the resources and necessary knowledge a thee nt 6 s
business to assist tlolient in the timely preparation of its calculations of current
and deferred tax liabilities (or assets), and (b) a restriction offithe més abi | it
provide the services would result in significant difficulties for ttient (for
example, as might result from a failure to meet regulatory reporting requirements).
In such situationghe following conditions shall be met

(@) Those who provide the services are not members ¢fug Team;

(b) The services are provided for only a short period of time and are not expected
to recur and

(c) The situations discussed wih ThoseCharged withGovernance.

Tax Planning and Other Tax Advisory Services

290.187 Tax planning or other tax advisory services comprise a broad range of services, such
as advising theclient how to structure its affairs in a tax efficient manner or
advising orthe application of a new tax law or regulation.
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290.188 A self-review threat may be created where the advice will affect matters to be
reflected in theFinancial Statements. Thexistence angignificance of any threat
will depend on factors such as:

The degree fosubjectivity involved in determining the appropriate treatment
for the tax advice in thEinancialStatements;

The extent to which the outcome of the tax advice will have a material effect
on theFinancial Statements;

Whether the effectiveness of the taxivice depends on the accounting
treatment or presentation in tRancial Statements and there is doubt as to
the appropriateness of the accounting treatment or presentation under the
relevant financial reporting framework;

A

The level of tax expertise tihecl i ent 6 s empl oyees,;

The extent to which the advice is supported by tax law or regulation, other
precedent or established practice; and

Whether the tax treatment is supported by a private ruling or has otherwise
been cleared by the tax authority befdhe preparation of thé&inancial
Statements.

For example, providing tax planning and other tax advisory services where the
advice is clearly supported by tax authority or other precedent, by established
practice or has a basis in tax law that is likelyptevail does not generalbreate a
threatto Independence.

290.189The significance of any threahall be evaluated and safeguards applied when
necessary to eliminate the threat or reduce it tdeceptableLevel. Examples of
such safeguards include:

Using prdessionals who are not members of fkedit Team to perform the
service;

Having a tax professionalyho wasnot involved inproviding thetax service,
advise theAudit Team on the service and review tRmancial Statement
treatment;

Obtaining advice othe service from an external tax professional; or
Obtaining preclearance or advice from the tax authorities.

290.190Where the effectiveness of the tax advice depends on a particular accounting
treatment or presentation in tRmancialStatements and:

(@)

(b)

The Audit Team has reasonable doubt as to the appropriateness of the related
accounting treatment or presentation under the relevant financial reporting
framework; and

The outcome or consequences of the tax advice will have a material effect on
the FinancialStatemats on which thé&irm will express arOpinion;

The selfreview threat would be so significant that no safeguards could reduce the
threat to arAcceptabld_evel Accordingly a Firm shall not providesuch tax advice
to anAudit Client.
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290.1911In providing tax seneces to anAudit Client, aFirm may be requested to perform a
valuation to assist theient with its tax reporting obligations or for tax planning
purposes. Where the result of the valuation will have a direct effect ¢tniduecial
Statements, the prosions included in paragraphs 2905 to 290.80 relating to
valuation services are applicable. Where the valuation is performed for tax purposes
only and the result of the valuation will not have a direct effect orfFihencial
Statements (i.e. thd-inandal Statements are only affected through accounting
entries related to tax), this would not generafgate threats tbndependence if
such effect on th€inancialStatements is immaterial or if the valuation is subject to
external review by a tax authtyrior similar regulatory authority. If the valuation is
not subject to such an external review and the effect is material teirthecial
Statements, thexistence andgignificance of any threat created will depend upon
factors such as:

. The extent to whic the valuation methodology is supported by tax law or
regulation, other precedent or established practice and the degree of
subjectivity inherent in the valuation.

. The reliability and extent of the underlying data.

The significance of anyhreat createdhall be evaluated angafeguards applied
when necessary to eliminate the threat or reduce it toAaneptableLevel.
Examples of sch safeguards include:

. Using professionals who are not members ofAlueit Team to perform the
service;

. Having a professial review the audit work or the result of the tax service; or
. Obtaining preclearance or advice from the tax authorities.

Assistance in the Resolution of Tax Disputes

290.192 An advocacy or selfeview threat may be created when fiem represents an
Audit Client in the resolution of a tax dispute once the tax authorities have notified
the client that they have rejected tllk i ent 6 s ar guments on a |
either the tax authority or thdient is referring the matter for determination in a
formal proeeding, for example before a tribunal or court. Theastenceand
significance ofanythreat will depend on factors such as:

e Whether theFirm has provided the advice which is the subject of the tax
dispute;

. The extent to which the outcome of the disputk lndve a material effect on
the FinancialStatements on which tHérm will express arOpinion;

. The extent to which the matter is supported by tax law or regulation, other
precedent, or established practice;

e  Whether the proceedings are conducted in pubhd
e  The role management plays in the resolution of the dispute.

The significance of any threateated shalbe evaluated and safeguards applied
when necessary to eliminate the threat or reduce it Accaaptabld_evel.

Examples of sch safeguards ihade:
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. Using professionals who are not members ofAligit Team to perform the
service;

. Having a tax professionalyho wasnot involved inproviding the tax service,
advise theAudit Team on the services and review tHeancial Statement
treatment; or

e  Obtaining advice on the service from an external tax professional.

290.193 Where the taxation services involve acting as an advocate fondinClient before
a public tribunal or court in the resolution of a tax matter and the amounts involved
are material to th€inancialStatements on which thiérm will express arOpinion,
the advocacy threatreated would be saignificant that no safeguasdcould
eliminate or reduce the threat to AnceptableLevel. Therefore, th&irm shall not
perform this type of servicef@anAuditCl i ent . What constitut e:
or c shallrbé determined according to how tax proceedings are heard in the
particular jurisdiction.

290.194 The Firm is not, however, precluded from having a continuing advisory role (for
example, responidg to specific requests for information, providing factual accounts
or testimony about the work performed or assistingctieat in analging the tax
issues) for théAudit Client in relation to the matter that is being heard before a
public tribunal or ourt.

Internal Audit Services
General Provisions

290.195The scope and objectives of internal audit activities vary widely and depend on the
size and structure of the entity and the requirements of managemeiihasel
Charged withGovernance. Internal audit agties may inclide

(@) Monitoring of internal contidd’ reviewing controls, monitoring their operation
and recommending improvements thereto;

(b) Examination of financial and operating informatiorreviewing the means
used to identify, measure, classifynda report financial and operating
information, and specific inquiry into individual items including detailed
testing of transactions, balances and procedures;

(c) Review of the economy, efficiency and effectiveness of operating activities
including nonrfinancial activities of an entity; and

(d) Review of compliance with laws, regulations and other external requirements,
and with management policies and directives and other internal requirements.

290.196 Internal audit services involve assisting thedit Client in the performance of its
internal audit activities. The provision of internal audit services téwadtt Client
creates a selfeview threat tdndependence if thEeirm uses the internal audit work
in the course of a subsequent external alrbtforminga significant part of the

cdientds internal audi t acthkrwmipergsomel | ncr
providing internal audit services will assume a management responsibility. If the
Firmbébs personnel assume a manaogemsn:t re

audit services to aAudit Client, the threat created would be so significant that no
safeguards could reduce the threat toAaaeptablelevel. Accordingly, aFirmb s
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personnelshall not assume a management responsibility when providing internal
auwdit services to aAudit Client.

290.197 Examples of internal audit services that involve assuming neamagt
responsibilities include:

(&) Setting internal audit policies or the strategic direction of internal audit
activities;

(b) Directing and taking responsidl i ty for the actions of
employees;

(c) Deciding which recommendations resulting from internal audit actistied
beimplemened

(d) Reporting the results of the internal audit activitiesTtiose Charged with
Governance obehalf of management;

(e) Performing procedures that form part of the internal control, such as reviewing
and approving changes to employee data access privileges;

() Taking responsibility for designing, implementing and maintaining internal
control; and

(g) Performing outsourced internal audit services, comprising all or a substantial
portion of the internal audit function, where tRk@m is responsible for
determining the scope of the internal audit work and may have responsibility
for one @ more ofthe matters noted in ().

290.198To avoid assuminga management responsibility, thérm shall only provide
internal audit services to audit Client if it is satisfied that:

(@) Theclient designates an appropriate and competent resource, preferably within
senior management, to be responsible at all times for internal audit activities
and to acknowledge responsibility for designing, implementing, and
maintaining internal control;

(b) Thecl i ent &s ma Mhoge €margedt withdsovernance reviews,
assesseand approves the scope, risk and frequency of the internal audit
services;

(c) Thecl i ent s management evaluates the ad:i
and the findings resulting from their performance;

(d Thecl i ent 6s manage me n tnes evkich recomimendatioasn d d e
resulting from internal audit services to implement and manages the
implementation process; and

() Thec i ent 6s ma n a g €hose Ghtarged wifh Gavdrmancet tloe
significant findings and recommendations resulting from itiiernal audit
services.
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290.199 When aFirm uses the work of an internal audit functidwditing and Assurance
Standardgequire the performance of procedures to evaluate the adequacy of that
work. When aFirm accepts amngagement to provide internal audit\sees to an
Audit Client, and the results of those services will be used in conducting the
external audit, a seleview threat is created because of the possibility that the
Audit Team will use the results of the internal audit service without apprelyriat
evaluating those results or exercising the same level of professieticismas
would be exercised when the internal audit work is performed by individuals who
are not members of tHérm. The significance of the threat will depend on factors
suchas:

. The materiality of the relatdéinancialStatement amounts;

. The risk of misstatement of the assertions related to fiiaaacial Statement
amounts; and

e  The degree of reliance that will be placed on the internal audit service.

The significance of thehteat shall be evaluated and safeguards appliedhen
necessary to eliminate the threat or reduce it tA@eptabld_evel. An example of
such a safeguards using professionals who are not members ofAhdit Team to
perform the internal audit service.

Audit Clients that are Public Interest Entities

290.2001In the case of amudit Client that is aPublic InterestEntity, a Firm shall not
provide internal audit services that relate to

(@) A significant part of the internal controls over financial reporting;

(b) Financialaccounting systems that generate information that is, separately or in
the aggregate, significant to th i ent 6 s acc @ufnancialg r ec
Statements on which tHérm will express arOpinion; or

(c) Amounts or disclosures thate, separately or in ¢haggregate, material to the
FinancialStatements on which tiférm will express arOpinion.

IT Systems Services
General Provisions

290.201 Services related to information technolodyT@) systems include the design or
implementation of hardware or software &yss. The systems may aggregate
source data, form part of the internal control over financial reporting or generate
information that affects the accounting recordsForancial Statements, or the
systems may be unrelated to thedit Cl i ent 6 s aads,othennteinalg r ec
control over financial reporting dtfinancial Statements. Providing systems services
may create a seleview threat depending on the nature of the services and the IT
systems.
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290.202 The following IT systems services ateemechotto createa threat tdndependence
as long asheFirmd personnel do not assume a management responsibility:

(a) Design or implementation of IT systems that are unrelated to internal control
over financial reporting;

(b) Design or implementation of IT systems that do nehegate information
forming a significant part of the accounting record&ioancialStatements;

(c) I mpl ement at-thessrheloffdo Aamddounting or fin
reporting software that was not developed by Fhen if the custonmsation
required to eetthecl i ent 6s needs i s not signific

(d) Evaluating and making recommendations with respect to a system designed,
implemented or operated by another service provider ailite.

Audit Clients that are Not Public Interest Entities

290.203 Providing service to anAudit Client that is not &ublic InterestEntity involving
the design or implementation of IT systems that (a) farsignificantpart of the
internal control over financial reporting or (b) generate information that is
significant to thecl i e actodnsing records dfinancial Statements on which the
Firm will express arDpinion creats a selfreview threat.

290.204 The selfreview threat is too significant to permit such services unless appropriate
safeguards are put in place ensuring that:

(@) The Audit Client acknowledges its responsibility for establishing and
monitoring a system of internal controls;

(b) TheAudit Client assigns the responsibility to make all management decisions
with respect to the design and implementation of the hardware or software
systen to a competent employee, preferably within senior management;

(c) The Audit Client makes all management decisions with respect to the design
and implementation process;

(d) The Audit Client evaluates the adequacy and results of the design and
implementation oftte system; and

(e) The Audit Client is responsible for operating the system (hardware or
software) and for the data it uses or generates.

290.205 Depending on the degree of reliance that will be placed on the particular IT systems
as part of the audia determinatiorshall be mades towhetherto providesuch
nonassurance services onlyith personnel who are not members of thedit
Team and who have different reporting lines within BEien. The significance of
any remaining threathall be evaluated and safeguamjsplied when necessary to
eliminate the threat or reduce it to AcceptableLevel. An example of sch a
safeguards having aMemberreview the audit or neassurance work.
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Audit Clients that are Public Interest Entities

290.206 In the case of arudit Client that is aPublic InterestEntity, a Firm shall not
provide services involving the design or implementation of IT systems that (a) form
a significant part of the internal control over financial reporting or (b) generate
information that is significant to thel i ent 0 s a c ¢ o umnancial g rec
Statements on which thHérm will express arOpinion.

Litigation Support Services

290.207 Litigation support services may include activities such as acting as an expert
witness, calculating estimated damages or otheruataothat might become
receivable or payable as the result of litigation or other legal dispute, and assistance
with document management and retrieval. These services may createexiself
or advocacy threat.

290.208 If the Firm provides a litigation support séce to anAudit Client and the service
involves estimating damages or other amounts that affedtitlaacial Statements
on which theFirm will express anOpinion, the valuation service provisions
included in paragraphs 290.175260.180shall be followed. In the case of other
litigation support services, the significance of any threat cresitatiibe evaluated
and safeguards applied when necessary to eliminate the threat or reduce it to an
Acceptabld_evel.

Legal Services

290.209 For the purpose of this seatiolegal services are defined as any services for which
the person providing the services must either be admitted to practice law before the
courts of the jurisdiction in whichush services are to be provided have the
required legal training to pracédaw. Such legal services may include, depending
on the jurisdiction, a wide and diversified range of areas including both corporate
and commercial services ttients, such as contract support, litigation, mergers and
acquisition legal advice and suppaahd assistance tal i ent s 0 i nt er ne
departments. Providing legal services to an entity that Aualit Client may create
both selfreview and advocacy threats.

290.210Legal services that support amdit Client in executing a transaction (e.g., contract
support, legal advice, legal due diligence and restructuring) may create\seif/
threats. Thexistence andignificance ofanythreat will depend on factors such as:

e  The nature of the service;
. Whether the service is provided by a member ofAthdit Team; and
e  The materiality of any matter in relation to ttlei e FinantialStatements.

The significance ofany threat createdshall be evaluated andafeguards applied
when necessary to eliminate the threat or reduce it toAeceptableLevel.
Examples of sich safeguards include:

. Using professionals who are not members ofAligit Team to perform the
service; or
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. Having a professionaho wasnot involved in providing the legal services
provide advice to thé&udit Team on the service and review afyancial
Statement treatment.

290.211 Acting in an advocacy roléor an Audit Client in resolving a dispute or litigation
when the amounts involved are material to fivencial Statements on which the
Firm will express anOpinion would create advocacy and safiew threats so
significant that no safeguarsl could reduce the threat to akcceptableLevel.
Therefore, thé=irm shallnot perform this type of service for &udit Client.

290.212When aFirm is asked to act in an advocacy role forAardit Client in resolving a
dispute or litigation when the amounts involved are not material td-ittencial
Statements on which thiéirm will express arOpinion, theFirm shall evaluate the
significance of any advocacy and sediiew threats created amghply safeguards
when necssary to eliminate the threat or reduce it to AcceptableLevel.
Examples of sch safeguards include:

. Using professionals who are not members ofAlueit Team to perform the
service; or

. Having a professionavho wasnot involved in providing the legaervices
advise theAudit Team on the service and review aFfipancial Statement
treatment.

290.213 The appointment of partner or an employee of tliérm as General Counsel for
legal affairs of amudit Client would create selfeview and advocacy threats that
are so significant that no safeguards could reduce the threats Axcaptable
Level. The position of General Counsel is generally a senior management position
with broad responsibility for the legal affairs of a compaaryd consequently, no
member of thé-irm shallaccept such an appointment forAndit Client.

Recruiting Services

General Provisions

290.214 Providing recruiting services to audit Client may create selhterest, familiarity
or intimidation threats. Thexistence andignificance ofanythrea will depend on
factors such as:

. The nature of the requested assistance; and
. The role of the person to be recruited.

The significance ofany threat createdhall be evaluated andafeguards applied

when necessary to eliminate the threat or reduce it tAcaeptableLevel. In all

cases, th&irm shallnot assume management responsibilities, including actiag as
negotiatoronthel i ent 6 s behal f, shallbeleftttortlecliehti r i ng de

The Firm may generally provide such services as reviewihg professional
qualifications of a number of applicants and prawyhdvice on their suitability for

the post. In addition,théi r m may i nterview candidates
competence for financial accounting, administrative or controtiposi
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Audit Clients that are Public Interest Entities

290.215 A Firm shallnot provide the following recruiting services to Aadit Client that is

a Public InterestEntity with respect to ®irector orOfficer of the entity or senior
management in a position &xert significant influence over the preparation of the
c i ent s ac coun Financ@l Statesmentsrod svhiclo th&irm tvik
express apinion:

. Searching for or seeking out candidates for such positions; and
. Undertaking reference checks of grestive candidates for such positions.

Corporate Finance Services

290.216 Providing corporate finance services such as (a) assistingualit Client in
developing corporate strategies, (b) identifying possible targets féudie Client
to acquire, (c) advisingon disposal transactions, (d) assisting finance raising
transactions, and (e) providing structuring advice may create advocacy and self
review threats. The significance ahy threatshall be evaluated and safeguards
applied when necessary to eliminate thieat or reduce it to af\cceptablelevel.
Examples of gsch safeguards include:

Using professionals who are not members ofAlelit Team to provide the
services; or

Having a professional whaevas not involved in providing the corporate
finance service adse the Audit Team on the serviceand review the
accounting treatment and aRiyancialStatement treatment.

290.217 Providing a corporate finance service, for example advice on the structuring of a
corporate finance transaction or on financing arrangementsvitaltirectly affect
amounts that will be reported in tinancial Statements on which thEirm will
provide an opinion may create a sadiew threat. Thexistence andignificance
of any threat will depend on factors such as:

The degree of subjectiyitinvolved in determining the appropriate treatment
for the outcome or consequences of the corporate finance advice in the
FinancialStatements;

The extent to which the outcome of the corporate finance advice will directly
affect amounts recorded in tf@nancial Statements and the extent to which
the amounts are material to th@ancialStatements; and

Whether the effectiveness of the corporate finance advice depends on a
particular accounting treatment or presentation irFthancialStatements and

there is doubt as to the appropriateness of the related accounting treatment or
presentation under the relevant financial reporting framework.

The significance of any threahall be evaluated and safeguards applied when
necessary to eliminate the threat aluee it to anAcceptablelevel. Examples of
such safeguards include:

Using professionals who are not members ofAlieit Team to perform the
service; or
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. Having a professionalvho was not involved in providing the corporate
finance service to thelient advise theAudit Team on the servicand review
the accounting treatment and dfgancialStatement treatment.

290.218 Where the effectiveness of corporate finance advice depends on a particular
accounting treatment or presentation infhreancialStatements and:

(&) TheAudit Team has reasonable doubt as to the appropriateness of the related
accounting treatment or presentation under the relevant financial reporting
framework; and

(b) The outcome or consequences of the corporate finance advice will have a
material effecon theFinancial Statements on which thierm will express an
Opinion;

The selfreview threat would be so significant that no safeguards could reduce the
threat to amAcceptablel_evel, in which case the corporate finance adsitall not
be provided.

290.219 Providing corporate finance services involving promoting, dealing in, or
underwriting anAudit Cl i ent 6 s s h aramadvovaoyuor selfeiewwe at e
threat thatis so significant that no safeguards could reduce the threat to an
AcceptablelLevel. Accordingy, a Firm shallnot provide such services to Amudit
Client.

Fees

Fees Relative Size

290.220 When the total fees from ahudit Client represent a large proportion of the total
fees of theFirm expressing the audit opinion, the dependence onctiesit and
concern about losing thelient creats a selfinterestor intimidation thred. The
significance of the threat will depend on factors sash

. Theoperatingstructure of théirm;
e Whether thé=irm is wdl established or new; and
. The significance of thelient qualitatively and/or quantitatively to tikam.

The significance of theahreat shall be evaluated and safeguards applied when
necessary to eliminate the threat or reduce it tde@eptableLevel. Examples of
such safeguardsiclude:

. Reducinghedependency on thaient;
. External quality control reviews; or

. Consulting a thi party, such as a proféssal regulatory body or Member
on key audit judgments.

84



290.221 A self-interestor intimidationthreatis also created when the fees generated from an
Audit Client represent a large proportion of the revenue from an indivduale 6 s
clients or a large proportion of the revenue of an individdféite of theFirm. The
significance of the threat will depend upon factors such as:

e  The significance of thelient qualitatively and/or quantitatively to tipartner
or Office; and

. The extat to which the remuneration of thmartner, or thepartners in the
Office, is dependent upon the fees generated froroliea.

The significance of the threahall be evaluated and safeguards applied when
necessary to eliminate the threat or reduce @rtAcceptablelevel. Examples of
such safeguards include:

. Reducingthe dependency on tieudit Client;
. Having aMemberreview the work or otherwise advise as necessary; or
. Regular independent internal or external quality reviews ofrigjagement.

Audit Clients that are Public Interest Entities

290.222 Wherean Audit Client isa Public InteresteEntity and for two consecutive years, the
total fees from theclient and its related entities (subject to the considerations in
paragraph 2907} represent more than 1566 the total fees received by tk&m
expressing the opinion on thHénancial Statements of thelient, the Firm shall
disclose toThoseCharged withGovernance of théudit Client the fact that the
total of such fees represents more than 15% of thefesa received by thEirm,
and discuss which of the safeguards betowill apply to reduce the threat to an
Acceptabld_evel andapplythe selected safeguard

. Prior to the issuance of t hFnaneaal d i t 0
Statements, d@ember, who is not a member of thiEéirm expressing the
opinion on therinancialStatements, performs dngagemenQuality Control
Review of thatengagement or a professional regulatory body performs a
review of thatengagement that is equivalent to &mgagenent Quality
ControlRe vi ew -i(iau pmeeorr evi ewo)

e After the audit 0 p i Anancial Statement$ lae besne c o n d
i ssued, and before the issuance of t
Financial Statements, #ember who is not a membaf the Firm expressing
the opinion on theFinancial Statements, or a professional regulatory body
performs a reviewo f t he S e ¢ 0 nthat iy eqaivalérg to am d i t
EngagemenQuality Control Review( fi a -ipsossutance revi ewo) .

When the total fees sidigantly exceed 15%, thEirm shall determine whether the
significance of the threat is such that a gestiance review would not reduce the
threat to anAcceptableLevel and, therefore, a presuance review is required. In
such circumstances a pissuance reviewshallbe performed.
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Thereafter, when the fees continue to exceed 15% eachtlyeatisclosure to and
discussion withThoseCharged withGovernanceshall occur and one of the above
safeguardsshall be applied. If the fees significantly exce&8%, theFirm shall
determine whether the significance of the threat is such that d#spoahce review
would not reduce the threat to &tceptableLevel and, therefore, a pigsuance
review is required. In such circumstances aipseance reviewhallbe performed.

Fees Overdue

290.223 A self-interest threat may be created if fees due frorAadhit Client remain unpaid
for a long time, especially if a significant part is not paid before the issue of the
audit report for the following year. Generally ti&m is expected tarequre
payment of such fees befasachaudit report is issued. If fegemain unpaid after
the report has been issued, #wastence andignificance ofany threatshall be
evaluatechndsafeguards applied when necessary to eliminate the threat or reduce it
to anAcceptableLevel. An example of sch a safeguards having an additional
Memberwho did not take part in th&udit Engagement provide advice or review
the work performed. Th&irm shall determinewhether the overdue fees might be
regarded as being egalent to a loan to thelient and whether, because of the
significance of the overdue fees, it is appropriate forfFiha to be reappointedor
continuethe Audit Engagement

Contingent Fees

290.224 Contingent Fees are fees calculated on a predetermined beksing to the
outcome of a transaction or the result of the services performed Birrtihe=or the
purposes of this section, a fee is not regarded as being contingent if established by a
court or other publi@uthority

290.225A Contingent Fee charged directlyor indirectly, for example through an
intermediary,by a Firm in respect of arAudit Engagement creates a switerest
threat thatis so significant that no safeguardsutd reduce the threato an
Acceptable Level. Accordingly, aFirm shall not enter inb any such fee
arrangement.

290.226 A Contingent Fee charged directly or indirectlyfor example through an
intermediary,by aFirm in respect of a heassurance service provided to Andit
Client may also create a séfiterest threat.The threat createdvould be so
significantthatno safeguardsouldreducethe threato anAcceptabld_evel if:

(@) The fee is charged by thiEirm expressing the opinion on tHeénancial
Statements and the fee is material or expected to be material Erthat

(b) The fee is chrged by aNetwork Firm that participates in a significant part of
the audit and the fee is material or expected to be material tititmator

(c) The outcome of th@onassurance servicand therefore the amount of the
fee, is dependent amfuture or corgmporary judgmentelated to the audit of
a material amount in thienancialStatements

Accordingly, such arrangemergiallnot be accepted.
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290.227 For otherContingentFee arrangements charged bljien for a norassurance service
to anAudit Client, the existence andignificance ofanythreats will depend on factors
such as:

. The range of possible fee amounts;

e«  Whether an appropriate authority determines the outcome of the matter upon
which theContingentFee will be determined;

. The nature of the sdape; and
. The effect of the event or transaction on Eh&ancialStatements.

The significance ofany threatsshall be evaluated and safeguards applied when
necessary to eliminate the threats or reduce them Axegptabld_evel. Examples
of such safeguaslinclude:

. Having a Member review the relevant audit work or otherwise advise as
necessary; or

. Using professionals who are not members ofAlueit Team to perform the
non-assurance service.

Compensation and Evaluation Policies

290.228 A self-interest thrat is created when a member of tAeidit Team is evaluated on
or compensated for selling nassurance services timat Audit Client. The
significance of the threat will depend on:

e The proportion of the individual 0s
that is based on the sale of such services;

e  The role of the individual on th&udit Team; and
e  Whether promotion decisions are influenced by the sale of such services.

The significance of the threathall be evaluated and, if the threat is raitan
Acceptale Level the Firm shall either revise the compensatiptan or evaluation
procesdor that individual or apply safeguards to eliminate the threat or reduce it to
anAcceptabld_evel. Examples of sch safeguards include:

. Removing such members from tAedit Team; or
. Having aMemberreview the work othemember of thé&udit Team.

290.229 AKey Audit Partner shall not be evaluated on or compensated based on that
partner 6 s s ucC c-assusance servie® thd pa n g nAamdad @kent.
This is not inended to prohibit normal profgharing arrangements between
partners of &irm.

Gifts and Hospitality

290.230 Accepting gifts or hospitality from amudit Client may create selfterest and
familiarity threatslf aFirm or a member of th&udit Team accepts i or hospitality,
unless the value ig¢rivial and inconsequentjakthe threats created would be so
significant that no safeguards couldeduce the threats to arAcceptableLevel.
Consequently, &rm or a member of théudit Teamshall not accept such i or
hospitality.
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Actual or Threatened Litigation

290.231 When litigation takes place, or appears likely, betweerkittme or a member of the
Audit Team and thé&udit Client, seltinterestandintimidation thread arecreated.
The relationship betweetlient management and the members of it Team
must be charactessd by completeandourand full disclosure regarding all aspects
ofacl i ent 6s b us iWhenshasFirno and thezltii eomtsG s m@@n a g e me
placed in adversarial positions bgctual or theatened litigation, affecting
management 0s willingness ,tselfintenestkamd c o mp |
intimidation threas arecreated The significance of the threatreated will depend
on such factors as:

. The materiality of the litigation; and
. Whetherthe litigation relates to a prigxudit Engagement.

The significance of the thresashall be evaluated and safeguards applidten
necessaryto eliminate the threator reducethem to an AcceptableLevel.
Examples of sch safeguards include:

. If the litigation involves a member of thAudit Team, removing that
individual from theAudit Team; or

. Having a professional review the work performed.

If such safeguards do not reduce the tlreéatan AcceptableLevel, the only
appropriate action is to withdraw frg or decline, thdudit Engagement.

Paragraphs 290.22 to 290.499 are intentionallyleft blank.
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Reports that Include a Restriction on Use and Distribution
Introduction

290.500 The Independence requirements 3Jection 290 apply to alAudit Engagements.
However, in certain circumstances involvingudit Engagements where the report
includes a restriction on use and distribution, and prowisedonditionsdescribed in
290.501to 290502 are met, thdndependence requirements in this section may be
modified as preided in paragraphs 290500 290.514.These paragraphs are only
applicable to a\udit Engagement oSpecial PurposeFinancial Statements (a) that is
intended to provide a conclusion in positive or negative form thatFitmencial
Statements are prepareéad all material respects, in accordance with the applicable
financial reporting framework, including, in the case of a fair presentation framework,
that theFinancial Statements give a true and fair view or are presented fairly, in all
material respect# accordance with the applicable financial reporting framework, and
(b) where the audit report includes a restriction on use and distribution. The
modifications are not permitted in the case of an audiinaincial Statements required
by law or regulatio.

290.501 The modificdions to the requirements 8éction 290 are permitted if the intended users
of the report (a) are knowledgeable as to the purpose and limitations of the report, and
(b) explicitly agree to the application of the modifiettlependence reqeiments.
Knowledge as to the purpose and limitations of the report may be obtained by the
intended users through their participation, either directly or indirectly through their
representative who has the authority to act for the intended users, in lagiglhe
nature and scope of teegagement. Such participation enhances the ability dithre
to communicate with intended users abdotependence matters, including the
circumstances that are relevant to the evaluation of the thrdatsefzendencend the
applicable safeguards necessary to eliminate the threats or reduce them to an
AcceptableLevel, and to obtain their agreement to the modifiedependence
requirements that are to be applied.

290.502 The Firm shallcommunicate (for example, in @gagementetter) with the intended
users regarding tHedependence requirements that are to be applied with respect to the
provision of theAudit Engagement. Where the intended users are a class of users (for
example, lenders in a syndicated loan arrangementawmehaot specifically identifiable
by name at the time thengagement terms are established, such uskead
subsequently be made aware of theependence requirements agreed to by the
representative (for example, by the representative makirfg thme rerigagement letter
available to all users).

290.503If the Firm also issues an audit report that does not include a restriction on use and
distribution for the sameient, the provisions of paragraphs 290.500 to 290dd
not change the requiremetiat apply the povisions of paragraphs 290.1 to 2281
to thatAudit Engagement.

290.504The modifications to the requirements &&ction 290 thatare permitted in the
circumstances set out above atescribed in paragraphs 290.56% 290.514.
Compliance in all other respectsthvthe provisions ofection 290 is required.
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Public Interest Entities

290.505When the conditions set out in paragraphs 290.500 to 290.502 are met, it is not
necessary to apply the additional requirements in paragraphs 290.100.281290
that apply toAudit Engagements foPublic InterestEntities

Related Entities

290.506 When the conditions set out in paragraphs 290.500 to 290.502 are met, references to
Audit Client do not include itRRelatedEntities. However, when théudit Team
knows or has reason to believe thatetationship or circumstance involving a
RelatedEntity of theclient is relevant to the evaluation of the r nhr@lependence
of theclient, theAudit Teamshall includethat RelatedEntity whenidentifying and
evaluating threats tmdependence and apjig appropriate safeguards.

Networks and Network Firms

290.507 When the conditins set out in paragraphs 290.30@®90.502 are met, reference to
the Firm does not includ&etwork Firms. However, when thEirm knows or has
reason to believe that threadse creaed by any interests and relationships of a
Network Firm, theyshallbeincludedin the evaluation of threats tndependence.

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

290.508 When the conditionset out in paragraphs 290.500 to 290.502 are met, the relevant
provisions set out in paragraphs 290.102290.145 apply only to the members of
the EngagementTeam, their Immediate Family members andClose Family
members.

290.5091In addition,a determination shaltle made at whether threats tmdependence are
created by interests and relationships, described in paragraphs 290.102
290.145, between th&udit Client and the following members of thaidit Team:

(&) Those who provide consultation regardinght@cal or industry specific
issues, transactions or events; and

(b) Those who provide quality control for tleagagement, including those who
perform theEngagemenQuality Control Review.

An evaluation shall be made of the significanceuoy threats thathe Engagement
Team has reason to beliesee created by interests and relationships between the
Audit Client and others within thEirm who can directly influence the outcome of
the Audit Engagement, including those who recommend the compensation of, or
who provide direct supervisory, management or other oversight ofAtlubt
EngagemenPartner in connection with the performance of it Engagement
(including those at all successively senior levels aboveEtigagementPartner
through to the individal who is theFi r nsénsor or managingpartner €hief
executive or equivaleny)

290.510 An evaluation shathlso bemadeof the significance c&ny threats that tHengagement
Team has reason to beliemecreated byFinanciallnterests in th&udit Client heldby
individuals, as described in paragraphs 290.90890.111 and paragraphs 290.113 to
290.115
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290.511 Where a threat ttndependence is nat anAcceptablelevel safeguardshall be
applied to eliminate the threat or reduce it t(A@ceptabld_evel.

290.512In appling the provisions set out in paragraphs 290.106 and 290.115 to interests of
the Firm, if the Firm has a materidfinancialInterest, whether direct or indirect, in
the Audit Client, the seklinterest threat created would be so significtrat no
safeguads could reduce the threat to #&ctceptablelevel. Accordingly, theFirm
shallnot have such Binanciallnterest.

Employment with an Audit Client

290.513 An evaluation shall be made of the significance ofthngats from any employment
relationships as descrithen paragraphs 290.134 to 290.138. Where a threat exists
that is notat anAcceptabld_evel safeguardshallbe applied to eliminate the threat
or reduce it to anAcceptableLevel. Examples ofsafeguardsthat might be
appropriatanclude those set out paragraph 290.136.

Provision of NopAssurance Services

290.5141f the Firm conducts angagement to issue a restricted use and distribution report
for an Audit Client and provides a neassurance service to tiAeudit Client, the
provisions of paragraphs 2906.%0 290231 shall be complied with, subject to
paragraphs 290.504 290507.
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