[image: image1.png]ICAEW



Overview of changes in revised APB Ethical Standards – 17 December 2010

Implementation timing

	ES1
	Integrity, Objectivity and Independence



	8,13
	Additional discussion included about integrity, independence and connected parties.

	Should be no practical change, but if there is, from 30 April 2011*


	22 
	Ethics Partner to aim to achieve a ‘consistent approach’ to application of ES.
 
	From 30 April 2011*

	23 to 27
	Additional discussion about the ethics partner role clarifying need to: take priority over other roles; have access to others; be proactive; and enhance policies re communication where combining ethics partner and other roles.

	From 30 April 2011*

	32, 38, 39, 54,55, 74

	Required to consider threats on an individual and cumulative basis (NB: should be no practical change from current approach but may need to enhance documentation)

	From 30 April 2011*

	35, 37, 40, 41, 69
	Required to consider known relationships with connected parties and others (NB: should be no practical change from current approach but may need to enhance documentation)

	From 30 April 2011*

	53
	The Engagement Quality Control Reviewer should address threats specifically, where the EQCR has been deemed to be a safeguard (NB: should be no practical change from current approach but may need to enhance documentation)

	From 30 April 2011*

	66
	Need for communication with those charged with governance at planning stage, and when significant judgments are made about threats etc (NB: should be no practical change from current approach but may need to enhance documentation)


	From 30 April 2011*

	67, 70 (also ES5,50,
54 to 56)
	Enhanced disclosure to audit committees required, including more on threats and relevant safeguards and a specific analysis of work into categories – audit related and other – Template provided which can be used: also provides potential analysis for accounts.

	From 30 April 2011*

	ES2
	Financial, Business, Employment And Personal Relationships



	9
	New relief: temporary exceptions granted re financial interest prohibitions, for someone joining the firm as a partner.

	From 30 April 2011*

	54
	No-one from firm (or firm) can be an officer of the company (extended from director).

	From 30 April 2011*

	ES4
	Fees,  Remuneration And Evaluation Policies, Litigation, Gifts And Hospitality



	11
	Wider definition of contingent fee, though exclusion for abort fees (see below).

	From 30 April 2011*

	15 
(also ES5,30)
	Extension of contingent fee ban: where the fee is material to the firm or the outcome is dependent on a material audit judgment, the prohibition now covers all NAS rather than certain specified services.

	From 30 April 2011*. Where already contracted by 31 December 2010, may run on to end of contract or 31 December 2011 if earlier.


	17
	Exception from the prohibition, re abort fees (but see 18, 19 below)

	From 30 April 2011*.

	18, 19
	For items on a contingency fee basis not prohibited, apply threats and safeguards.

	Should be no practical change, but if there is, from 30 April 2011*



	44
	Widening of prohibition on audit personnel being remunerated and evaluated on sales of NAS, to cover whole engagement team unless involvement clearly insignificant.

	From 30 April 2011*.

	ES5
	NON-AUDIT SERVICES PROVIDED TO AUDIT ENTITIES



	6 to12
	New discussion on what is an audit, and what is a NAS. New definition of NAS (which may result in some items which were thought to be audit, now being considered to be NAS).
	From 30 April 2011*. Where already contracted by 31 December 2010, may run on to end of contract or 31 December 2011 if earlier.



	18 to 20, 44
	Further discussion on matters to consider when assessing threats to independence from NAS provision, what safeguards to apply and in what circumstances the ethics partner can delegate work (NB: should be no practical change from current approach but may need to enhance documentation)

	From 30 April 2011*.

	28, 29
	For listed audits: requirement to consult ethics partner where NAS fee expected to be greater than the audit fee, and consider threats. 
For other audits: set out in policies and procedures whether there are any circumstances in which such a discussion should be had.


	From 30 April 2011*.

	59, 60, 68, 69
	Discussion on what constitutes internal audit work and what external audit – may involve items now being classified in former category
	From 30 April 2011*. Where already contracted by 31 December 2010, may run on to end of contract or 31 December 2011 if earlier.



	64,65
	Implication that large amount of outsourcing is unacceptable if work is significant to the audited entity. 

For listed audits, certain circumstances will result in presumption that significant reliance would be placed and therefore unacceptable.
	From 30 April 2011*. Where already contracted by 31 December 2010, may run on to end of contract or 31 December 2011 if earlier.



	60, 136, 142
	Removal of exemption for prohibitions on valuations, corporate finance and transaction support work, that was granted if the auditor was eligible to perform the work, under law or regulation. Exemption now only applies if auditor required to perform the work by legislation or regulation.

	From 30 April 2011*. Where already contracted by 31 December 2010, may run on to end of contract or 31 December 2011 if earlier.



	93, 94, 
131, 136 140, 141
	Widening of tax structures that the auditor may not promote and corporate finance and transaction support services that may not be performed. The prohibition where there was or should be doubt about appropriateness of the accounting treatment is now extended – the accounting treatment must now be appropriate and in line with well established interpretations.  

	From 30 April 2011*. Where already contracted by 31 December 2010, may run on to end of contract or 31 December 2011 if earlier.



	95
	Widening of circumstances in which tax services cannot be provided on a contingent fee basis (subject to ES4) – now prohibited if the outcome is subject to  an audit judgment and on a new or uncertain tax law interpretation


	From 30 April 2011*. Where already contracted by 31 December 2010, may run on to end of contract or 31 December 2011 if earlier.



	99
	For listed audits, widening, on some interpretations, of circumstances in which tax comps may not be used for accounting purposes by listed clients.

	From 30 April 2011*. Where already contracted by 31 December 2010, may run on to end of contract or 31 December 2011 if earlier.



	143 to 152
	For unlisted clients, requirement to assess threats and safeguards when proposing to carry out restructuring work (NB: in many cases there should be no practical change from current approach but may need to enhance documentation)
[NB: exemptions from the management role and advocacy prohibitions are available in PASE as with other NAS]]

	From 30 April 2011*. Where already contracted by 31 December 2010, may run on to end of contract or 31 December 2011 if earlier.



	153 to 155
	For listed clients and significant affiliates, prohibition on providing restructuring services except for certain specified items
	From 30 April 2011*. Where already contracted by 31 December 2010, may run on to end of contract or 31 December 2011 if earlier.



	Definitions



	Affiliate
	New definition. May include items not previously thought to be affiliates.
	From 30 April 2011*. Where already contracted by 31 December 2010, may run on to end of contract or 31 December 2011 if earlier.



	Audit team
	Exclusion of internal auditors from definition

	From 30 April 2011*.

	Footnote re implementation date:
	

	*
	Audits of periods which commence on or before 31 December 2010 can be completed in line with existing standards.
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