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Code of Ethics for 

Professional Accountants 

Effective on 15 June 2019 

COE 
Issued November 2018; Revised July 2020, 

 June 2021, January 2022, May 2022, 
July 2022*, September 2022, November 2022, 

March 2023, May 2023, July 2023; December 2023 

* The Code of Ethics for Professional Accountants has been updated for COE, Chapter A,  

Revisions to the Code Relating to the Definition of Engagement Team and Group Audits. 
COE Chapter A, Revisions to the Code Addressing the Objectivity of an Engagement 
Quality Reviewer and Other Appropriate Reviewers;  

(a) COE Chapter A, Revisions to the Non-Assurance Services Provisions of the Code; 

(b) COE Chapter A, Revisions to the Fee-related Provisions of the Code; and 

(c) Quality Management-related Conforming Amendments to the Code. 

In summary, 

- The above revisions and conforming amendments to Part 4A will become effective 
for audits and reviews of financial statements for periods beginning on or after     15 
December 2022. 

- The above revisions and conforming amendments to Part 4B will become effective 
for assurance engagements beginning on or after 15 December 2022. 

- Conforming and consequential amendments to other Sections of the Code will 
become effective as of 15 December 2022. 

early adoption and transitional provision for the above revisions and conforming 
amendments to the Code. 
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COPYRIGHT 
 
The Code of Ethics for Professional Accountants is based on the International Code of Ethics for 
Professional Accountants (including International Independence Standards) (the Code) of the 
International Ethics Standards Board for Accountants (IESBA), published by the International 
Federation of Accountants (IFAC) in April 2022February 2023 and is used with permission of IFAC. 
 
International Code of Ethics for Professional Accountants (including International Independence 
Standards) (the Code) © April 2022February 2023 by the International Federation of Accountants. All 
rights reserved.   
 
Contact Permissions@ifac.org for permission to reproduce, store or transmit, or to make other similar 
uses of this document. 
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PREFACE 5 COE (July 2022December 2023) 

PREFACE  

This Preface has been approved by the Council of the Hong Kong Institute of Certified Public 
Accountants (the Institute ) for publication. 

1. Pursuant to section 18A of the Professional Accountants Ordinance, Council may, in relation 
to the practice of accountancy, issue or specify any statement of professional ethics required 
to be observed, maintained or otherwise applied by members of the Institute. 

2. Council has mandated the Ethics Committee ( EC ) to develop the HKICPA Code of Ethics for 
Professional Accountants (the Code ). Within this remit, Council permits the EC to work in 
whatever way it considers most effective and efficient and this may include forming advisory 
panels or other forms of specialist advisory groups to give advice in preparing the Code. 

3. The Institute, as a member of the International Federation of Accountants ( IFAC ), is 
committed to the IFAC s broad objective of supporting the development of high-quality 
international standards and enhancing a coordinated worldwide accountancy profession with 
common standards. The IFAC Board has established the International Ethics Standards 
Board for Accountants ( IESBA ) to function as an independent standard-setting body under 
the auspices of IFAC and subject to the oversight of the Public Interest Oversight Board. 

4.  The IESBA develops and issues, under its own standard setting authority, the International 
Code of Ethics for Professional Accountants (including International Independence 
Standards) (the International Code ). The International Code is for use by professional 
accountants around the world. The IESBA establishes the International Code for international 
application following due process. The IFAC establishes separate requirements for its 
member bodies with respect to the International Code. 

5. As an obligation of its membership, the Institute is obliged to support the work of IFAC by (a) 
informing its members of every pronouncement developed by IESBA, and (b) implementing 
those pronouncements, when and to the extent possible under local circumstances. 

6.  The Institute has determined to adopt the International Code as the ethical requirements for 
its members.  

7. Where the Council of the Institute deems it necessary, it has included, and may develop 
further, additional ethical requirements on matters of relevance not covered by the 
International Code. 

8. This Code issued by the Institute consists of: 

 A is based on the International Code (issued in April 2022February 2023) 

 [B  Not used] 

 C contains either local application or represents an amplification of provisions in the 
International Code (i.e. Chapter A of this Code) 

 D is a comparison of the Code with the International Code 

 E applies to specialized areas of practice 

 F contains guidelines on anti-money laundering and counter-terrorist financing for 
professional accountants 

Chapter A establishes the fundamental principles of professional ethics for professional 
accountants and provides a conceptual framework that professional accountants shall apply. 
It provides examples of safeguards that may be appropriate to address threats to compliance
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PART 4A  INDEPENDENCE FOR AUDIT AND REVIEW ENGAGEMENTS  A-Part4A 

400     APPLYING THE CONCEPTUAL FRAMEWORK TO INDEPENDENCE  

200     FOR AUDIT AND REVIEW ENGAGEMENTS       A-s400-1 

405     GROUP AUDITS  A-s405-1 

410     FEES  A-s410-1 

411     COMPENSATION AND EVALUATION POLICIES        A-s411-1 

420     GIFTS AND HOSPITALITY   A-s420-1 

430     ACTUAL OR THREATENED LITIGATION       A-s430-1 

510     FINANCIAL INTERESTS      A-s510-1 

511     LOANS AND GUARANTEES A-s511-1 

520     BUSINESS RELATIONSHIPS A-s520-1 

521     FAMILY AND PERSONAL RELATIONSHIPS     A-s521-1 

522     RECENT SERVICE WITH AN AUDIT CLIENT     A-s522-1 

523     SERVING AS A DIRECTOR OR OFFICER OF AN AUDIT CLIENT       A-s523-1 

524     EMPLOYMENT WITH AN AUDIT CLIENT  A-s524-1 

525     TEMPORARY PERSONNEL ASSIGNMENTS    A-s525-1 

540     LONG ASSOCIATION OF PERSONNEL (INCLUDING PARTNER  

200     ROTATION) WITH AN AUDIT CLIENT       A-s540-1 

600     PROVISION OF NON-ASSURANCE SERVICES TO AN AUDIT CLIENT A-s600-1 

601  ACCOUNTING AND BOOKKEEPING SERVICES  A-s600-9 

602  ADMINISTRATIVE SERVICES  A-s600-11 

603  VALUATION SERVICES  A-s600-12 

604  TAX SERVICES  A-s600-14 

605  INTERNAL AUDIT SERVICES A-s600-21 

606  INFORMATION TECHNOLOGY SYSTEMS SERVICES A-s600-24 

607  LITIGATION SUPPORT SERVICES  A-s600-26 

608  LEGAL SERVICES  A-s600-28 

609  RECRUITING SERVICES  A-s600-31 

610  CORPORATE FINANCE SERVICES A-s600-33 

800     REPORTS ON SPECIAL PURPOSE FINANCIAL STATEMENTS   
800     THAT INCLUDE A RESTRICTION ON USE AND DISTRIBUTION 
800     (AUDIT AND REVIEW ENGAGEMENTS) A-s800-1 

PART 4B  INDEPENDENCE FOR ASSURANCE ENGAGEMENTS OTHER  
THAN AUDIT AND REVIEW ENGAGEMENTS A-Part4B 

900     APPLYING THE CONCEPTUAL FRAMEWORK TO INDEPENDENCE  
900     FOR ASSURANCE ENGAGEMENTS OTHER THAN AUDIT AND  
900     REVIEW ENGAGEMENTS  A-s900-1 

905     FEES  A-s905-1 

906     GIFTS AND HOSPITALITY A-s906-1 

907     ACTUAL OR THREATENED LITIGATION  A-s907-1 

910     FINANCIAL INTERESTS A-s910-1 

911     LOANS AND GUARANTEES  A-s911-1 
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 (a)  All members of the engagement team for the audit engagement; 

(b)  All others within a, or engaged by, the firm who can directly 
influence the outcome of the audit engagement, including: 

(i) 

 

(ii) 

 

(iii) 

 

(c) 
 

 

  

 

 

 

 

(a) A legal entity, the component audit client is the entity and 
any related entities over which the entity has direct or 
indirect control; or 

(b) A business unit, function or business activity (or some 
combination thereof), the component audit client is the 
legal entity or entities to which the business unit belongs or 
in which the function or business activity is being 
performed. 

 A firm performing audit work related to a component for purposes 
of a group audit. 
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(a) Owned directly by and under the control of an individual or entity 
(including those managed on a discretionary basis by others); or 

(b) 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. 
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with respect to the particular 
engagement
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 (a) A sole practitioner, partnership or corporation of professional 
accountants; 

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

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

Paragraphs 400.4 and 900.3 explain how the word firm  is used to 
address the responsibility of professional accountants and firms for 
compliance with Parts 4A and 4B, respectively.  
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 (a) 

 

(b) 

 

(i) Those who recommend the compensation of, or who 
provide direct supervisory, management or other 
oversight of the group engagement partner in connection 
with the performance of the group audit, including those 
at all successively senior levels above the group 
engagement partner through to the individual who is the 

or Managing Partner (Chief Executive or 
equivalent); 

(ii) Those who provide consultation regarding technical or 
industry-specific issues, transactions or events for the 
group audit; and 

(iii) Those who perform an engagement quality review, or a 
review consistent with the objective of an engagement 
quality review, for the group audit; 

(c) 

 

(d) 
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(a) That is aimed at co-operation; and 

That is clearly aimed at profit or cost sharing or shares common 
ownership, control or management, common quality management 
policies and procedures, common business strategy, the use of a 
common brand-name, or a significant part of professional 
resources. 

  

 

 

 

Non- -
comprises acts of omission or commission, intentional or 
unintentional, which are contrary to the prevailing laws or 
regulations committed by the following parties:  

(a) The accountant  

(b) Those charged with governance of the employing 
organization;  

(c) Management of the employing organization; or  

(d) Other individuals working for or under the direction of the 
employing organization. 

This term is described in paragraph 260.5 A1. 
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compliance 
 

 

Non-compliance with laws and regulations ( non-compliance ) 
comprises acts of omission or commission, intentional or 
unintentional, which are contrary to the prevailing laws or 
regulations committed by the following parties:  

(a) A client;  

(b) Those charged with governance of a client;  

(c) Management of a client; or  

(d) Other individuals working for or under the direction of a client. 

This term is described in paragraph 360.5 A1.  
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 (a)  

(b)  

(i) 
 

(ii) 

 

 

 

 

professional accountant 

 

 

  

(a) An entity that has direct or indirect control over the client if the 
client is material to such entity; 
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 (b) An entity with a direct financial interest in the client if that entity 
has significant influence over the client and the interest in the 
client is material to such entity; 

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

(d) An entity in which the client, or an entity related to the client 
under (c) above, has a direct financial interest that gives it 
significant influence over such entity and the interest is 
material to the client and its related entity in (c); and 

(e) 

 

 
 

  

 

 

 (a) All members of the engagement team for the review 
engagement; and 

(b) 
 

(i) 

 

(ii) 

 

(iii) 

 

(c) All those Any other individuals within a network firm who can 
directly influence the outcome of the review engagement. 
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accountant 

 

 

 
Senior professional accountants in business are directors, officers 
or senior employees able to exert significant influence over, and 
make decisions regarding, the acquisition, deployment and control 

physical and intangible resources. 

This term is described in paragraph 260.11 A1. 

 
 

  in paragraphs 260.5 A3 and 360.5 A3. 

 

 

 

 

 
 

  

 

 

 

 

 

 

 

 

 

  in paragraph R540.5. 
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 Hong Kong Framework for Assurance Engagements 

  

 
Committee of Sponsoring Organizations of the Treadway 
Commission 
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Except for the revisions relating to the definition of engagement team and group audits, the 
Code is effective. 

The revisions relating to the definition of engagement team and group audits, as published 
by the HKICPA in May 2023, will be effective as follows: 

 The changes to Section 400 relating to the revision to the definition of engagement team 
and the new provisions in Section 405 relating to group audits will be effective for audits 
and reviews of the financial statements and audits of group financial statements for 
periods beginning on or after 15 December 2023. 

 The following conforming and consequential amendments will be effective as of 15 
December 2023: 

o 
 

o 
 

o 
 

o 
 

 The changes to the Glossary will be effective: 

o 
 

o 

 

Early adoption is permitted. 

Transitional Provision Relating to the Provisions Addressing Group Audits 

For non-assurance services engagements, a component auditor firm outside the group 
15 December 

2023 and for which work has already commenced, the component auditor firm may continue 
such engagements under the extant provisions of the Code until completed in accordance 
with the original engagement terms. 
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Except for the following revisions, the Code is effective. 

 Quality Management-related Conforming Amendments to the Code 

 Conforming amendments will be effective as of 15 December 2022. 

 Revisions to the Code Addressing the Objectivity of an Engagement Quality Reviewer 
and Other Appropriate Reviewers 

 For Part 4A: effective for audits and reviews of financial statements for periods 
beginning on or after 15 December 2022. 

 For Part 4B: effective for assurance engagements beginning on or after 15 December 
2022. 

 For other engagements within the scope of Part 3: effective for engagements 
beginning on or after 15 December 2022. 

Early adoption is permitted. 

 Revisions to the Non-Assurance Services Provisions of the Code 

 Revised Section 600 and the conforming amendments to Part 4A: effective for audits 
and reviews of financial statements for periods beginning on or after 15 December 
2022.  

 The conforming and consequential amendments to Sections 900 and 950 in relation 
to assurance engagements with respect to underlying subject matters covering periods 
of time: effective for periods beginning on or after 15 December 2022; otherwise, these 
amendments will be effective as of 15 December 2022. 

Early adoption is permitted. 

Transitional Provision  

For non-assurance services engagements, a firm or network firm has entered into with 
an audit client, or for non-assurance services engagements a firm has entered into with 
an assurance client, before 15 December 2022 and for which work has already          
commenced, the firm or network firm may continue such engagements under the extant 
provisions of the Code until completed in accordance with the original engagement terms. 

 Revisions to the Fee-related Provisions of the Code 

 For the revised Section 410 and consequential amendments to Part 4A: effective for 
audits of financial statements for periods beginning on or after 15 December 2022.  

 For the revised Section 905: in relation to assurance engagements with respect to 
underl ng subject matters covering periods of time, effective for periods beginning on 
or after 15 December 2022; otherwise, effective as of 15 December 2022. 

 For conforming and consequential amendments to other Sections of the Code: 
effective as of 15 December 2022. 
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300.7 A6 New information or changes in facts and circumstances might: 

(a) Impact the level of a threat; or 

(b) 
applied continue to address identified threats as intended.  

In these situations, actions that were already implemented as safeguards might no 
longer be effective in addressing threats. Accordingly, the application of the 
conceptual framework requires that the professional accountant re-evaluate and 
address the threats accordingly. (Ref: Paras. R120.9 and R120.10).  

300.7 A7 Examples of new information or changes in facts and circumstances that might 
impact the level of a threat include: 

 When the scope of a professional service is expanded.  

 When the client becomes a listed entity or acquires another business unit. 

 When the firm merges with another firm.  

 When the professional accountant is jointly engaged by two clients and a 
dispute emerges between the two clients.  

 When there is a change in the professional accountant s personal or 
immediate family relationships. 

 

300.8 A1 Paragraphs R120.10 to 120.10 A2 set out requirements and application material 
for addressing threats that are not at an acceptable level. 

 

300.8 A2 Safeguards vary depending on the facts and circumstances. Examples of actions 
that in certain circumstances might be safeguards to address threats include:  

 Assigning additional time and qualified personnel to required tasks when an 
engagement has been accepted might address a self-interest threat. 

 Having an  reviewer who was not a member of the team review 
the work performed or advise as necessary might address a self-review 
threat.  

 Using different partners and engagement teams with separate reporting lines 
for the provision of non-assurance services to an assurance client might 
address self-review, advocacy or familiarity threats.  

 Involving another firm to perform or re-perform part of the engagement might 
address self-interest, self-review, advocacy, familiarity or intimidation 
threats. 

 Disclosing to clients any referral fees or commission arrangements received 
for recommending services or products might address a self-interest threat.  
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(b) 
 

(c)  
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(c) Disclose the matter to an appropriate authority where required by law or 
regulation or where considered necessary in the public interest. 

R360.14 The professional accountant shall consider whether management and those 
charged with governance understand their legal or regulatory responsibilities with 
respect to the non-compliance or suspected non-compliance.  

360.14 A1 If management and those charged with governance do not understand their legal 
or regulatory responsibilities with respect to the matter, the professional accountant 
might suggest appropriate sources of information or recommend that they obtain 
legal advice. 

R360.15 The professional accountant shall comply with applicable: 

(a) Laws and regulations, including legal or regulatory provisions governing the 
reporting of non-compliance or suspected non-compliance to an appropriate 
authority; and 

(b) Requirements under auditing standards, including those relating to: 

 Identifying and responding to non-compliance, including fraud. 

 Communicating with those charged with governance. 

 Considering the implications of the non-compliance or suspected non-
 

360.15 A1 Some laws and regulations might stipulate a period within which reports of non-
compliance or suspected non-compliance are to be made to an appropriate 
authority. 

 

R360.16 Where a professional accountant becomes aware of non-compliance or suspected 
non-compliance in relation to a component of a group in either of the following two 
situations in the context of a group, the accountant shall communicate the matter 
to the group engagement partner unless prohibited from doing so by law or 
regulation:  

(a) The accountant is, for purposes of anperforms audit of the group financial 
statements, requested by the group engagement team to perform work on 
financial information related to the a component for purposes of the group 
audit; or  

(b) The accountant is engaged to perform an audit of the financial 
statements of a legal entity or business unit that is part of a group for 
purposes other than the group audit, for example, a statutory audit.  

The communication to the group engagement partner shall be in addition to 
responding to the matter in accordance with the provisions of this section. 

360.16 A1 The purpose of the communication is to enable the group engagement partner to 
be informed about the matter and to determine, in the context of the group audit, 
whether and, if so, how to address it in accordance with the provisions in this 
section. The communication requirement in paragraph R360.16 applies regardless 

k. 
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R360.17 Where the group engagement partner becomes aware of non-compliance or 
suspected non-compliance in the course of an audit ofa group auditfinancial 
statements, the group engagement partner shall consider whether the matter might 
be relevant to one or more components:  

(a) Whose financial information is One or more components subject to audit 
work for purposes of the group audit of the group financial statements; or 

(b) One or more legal entities or business units that are part of the group and 
Wwhose financial statements are subject to audit for purposes other than 
the group audit, for example, a statutory audit.  

This consideration shall be in addition to responding to the matter in the context of 
the group audit in accordance with the provisions of this section. 

R360.18 If the non-compliance or suspected non-compliance might be relevant to one or 
more of the components specified in paragraph R360.17(a) and 

(b), the group engagement partner 
shall take steps to have the matter communicated to those performing audit work 
at the components , unless prohibited from doing so 
by law or regulation. If necessary, the group engagement partner shall arrange for 
appropriate inquiries to be made (either of management or from publicly available 
information) as to whether the relevant component(s)legal entities or business units 
specified in paragraph R360.17(b) is are subject to audit and, if so, to ascertain to 
the extent practicable the identity of the auditors.  

360.18 A1 The purpose of the communication is to enable those responsible for audit work at 
the components  to be informed about the matter 
and to determine whether and, if so, how to address it in accordance with the 
provisions in this section. The communication requirement applies regardless of 

 is the same as or different 
from the firms or networks of those performing audit work at the components

. 

 

R360.19 The professional accountant shall assess the appropriateness of the response of 
management and, where applicable, those charged with governance.  

360.19 A1 Relevant factors to consider in assessing the appropriateness of the response of 
management and, where applicable, those charged with governance include 
whether: 

 The response is timely. 

 The non-compliance or suspected non-compliance has been adequately 
investigated. 

 Action has been, or is being, taken to rectify, remediate or mitigate the 
consequences of any non-compliance. 

 Action has been, or is being, taken to deter the commission of any non-
compliance where it has not yet occurred. 

 Appropriate steps have been, or are being, taken to reduce the risk of re-
occurrence, for example, additional controls or training. 

 The non-compliance or suspected non-compliance has been disclosed to an 
appropriate authority where appropriate and, if so, whether the disclosure 
appears adequate. 
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PART 4A  INDEPENDENCE FOR AUDIT AND REVIEW ENGAGEMENTS 

 

Section 400   Applying the Conceptual Framework to Independence for  
Section 400   Audit and Review Engagements A-s400-1 

Section 405   Group Audits A-s405-1 

Section 410   Fees A-s410-1 

Section 411   Compensation and Evaluation Policies A-s411-1 

Section 420   Gifts and Hospitality A-s420-1 

Section 430   Actual or Threatened Litigation A-s430-1 

Section 510   Financial Interests A-s510-1 

Section 511   Loans and Guarantees   A-s511-1 

Section 520   Business Relationships  A-s520-1 

Section 521   Family and Personal Relationships A-s521-1 

Section 522   Recent Service with an Audit Client  A-s522-1 

Section 523   Serving as a Director or Officer of an Audit Client A-s523-1 

Section 524   Employment with an Audit Client A-s524-1 

Section 525   Temporary Personnel Assignments A-s525-1 

Section 540   Long Association of Personnel (Including Partner Rotation)  
Section 400   with an Audit Client A-s540-1 

Section 600   Provision of Non-assurance Services to an Audit Client A-s600-1 

Subsection 601  Accounting and Bookkeeping Services A-s600-9 

Subsection 602  Administrative Services A-s600-11 

Subsection 603  Valuation Services A-s600-12 

Subsection 604  Tax Services A-s600-14 

Subsection 605  Internal Audit Services  A-s600-21 

Subsection 606  Information Technology Systems Services A-s600-24 

Subsection 607  Litigation Support Services A-s600-26 

Subsection 608  Legal Services A-s600-28 

Subsection 609  Recruiting Services A-s600-31 

Subsection 610  Corporate Finance Services A-s600-33 

Section 800   Reports on Special Purpose Financial Statements that Include  
Section 800   a Restriction on Use and Distribution (Audit and Review 
Section 800   Engagements) A-s800-1 
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PART 4A  INDEPENDENCE FOR AUDIT AND REVIEW 
ENGAGEMENTS 

 

 

 

 

 
 

 

 

 
 

 

 

  

(a) 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 professional skepticism. 
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(b) Independence in appearance  the avoidance of facts and circumstances 
that are so significant that a reasonable and informed third party would be 

objectivity or professional skepticism has been compromised. 
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(b) 

 

(c)  
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(c) 
 

(d) 
 

(e) 
 

(f) 
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management or those charged with governance. 

 The nature, frequency and extent of the interaction between the 
individual and senior management or those charged with governance. 

(b) In relation to the audit client: 

 
reporting issues and whether they have changed. 

 Whether there have been any recent changes in senior management 
or those charged with governance. 

 
organization which impact the nature, frequency and extent of 
interactions the individual might have with senior management or 
those charged with governance. 

540.3 A4 The combination of two or more factors might increase or reduce the level of the 
threats. For example, familiarity threats created over time by the increasingly close 
relationship between an individual and a 

 

540.3 A5 An example of an action that might eliminate the familiarity and self-interest threats 
created by an individual being involved in an audit engagement over a long period 
of time would be rotating the individual off the audit team. 

540.3 A6 Examples of actions that might be safeguards to address such familiarity or self-
interest threats include: 

 Changing the role of the individual on the audit team or the nature and extent 
of the tasks the individual performs. 

 Having an appropriate reviewer who was not an audit team member review 
the work of the individual. 

 Performing regular independent internal or external quality reviews of the 
engagement. 

R540.4 If a firm decides that the level of the threats created can only be addressed by rotating 
the individual off the audit team, the firm shall determine an appropriate period during 
which the individual shall not: 

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

(b) Provide quality control for the audit Perform an engagement quality review, 
or a review consistent with the objective of an engagement quality review, 
for the engagement; or  

(c) Exert direct influence on the outcome of the audit engagement.  

The period shall be of sufficient duration to allow the familiarity and self-interest 
threats to be addressed. In the case of a public interest entity, paragraphs R540.5 
to R540.210 also apply. 
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Audit Clients that are Public Interest Entities 

R540.5 Subject to paragraphs R540.7 to R540.9, in respect of an audit of a public interest 
entity, an individual shall not act in any of the following roles, or a combination of 

-  

(a) The engagement partner; 

(b) The individual appointed as responsible for performing the engagement quality 
review; or 

(c) Any other key audit partner role. 

After the time- -
accordance with the provisions in paragraphs R540.11 to R540.1920.  

R540.6 In calculating the time-on period, the count of years shall not be restarted unless 
the individual ceases to act in any one of the roles in paragraph R540.5 (a) to (c) 
for a minimum period. This minimum period is a consecutive period equal to at 
least the cooling-off period determined in accordance with paragraphs R540.11 to 
R540.13 as applicable to the role in which the individual served in the year 
immediately before ceasing such involvement. 

540.6 A1 For example, an individual who served as engagement partner for four years 
followed by three years off can only act thereafter as a key audit partner on the 
same audit engagement for three further years (making a total of seven cumulative 
years). Thereafter, that individual is required to cool off in accordance with 
paragraph R540.154. 

R540.7 As an exception to paragraph R540.5, key audit partners whose continuity is 
especially important to audit quality may, in rare cases due to unforeseen 

with governance, be permitted to serve an additional year as a key audit partner as 
long as the threat to independence can be eliminated or reduced to an acceptable 
level.  

540.7 A1 For example, a key audit partner may remain in that role on the audit team for up to 
one additional year in circumstances where, due to unforeseen events, a required 
rotation was not possible, as might be the case due to serious illness of the intended 
engagement partner. In such circumstances, this will involve the firm discussing with 
those charged with governance the reasons why the planned rotation cannot take 
place and the need for any safeguards to reduce any threat created. 

R540.8 If an audit client becomes a public interest entity, a firm shall take into account the 
length of time an individual has served the audit client as a key audit partner before 
the client becomes a public interest entity in determining the timing of the rotation. 
If the individual has served the audit client as a key audit partner for a period of 
five cumulative years or less when the client becomes a public interest entity, the 
number of years the individual may continue to serve the client in that capacity 
before rotating off the engagement is seven years less the number of years already 
served. As an exception to paragraph R540.5, if the individual has served the audit 
client as a key audit partner for a period of six or more cumulative years when the 
client becomes a public interest entity, the individual may continue to serve in that 
capacity with the concurrence of those charged with governance for a maximum of 
two additional years before rotating off the engagement. 
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R540.9 When a firm has only a few people with the necessary knowledge and experience 
to serve as a key audit partner on the audit of a public interest entity, rotation of 
key audit partners might not be possible. As an exception to paragraph R540.5, if 
an independent regulatory body in the relevant jurisdiction has provided an 
exemption from partner rotation in such circumstances, an individual may remain 
a key audit partner for more than seven years, in accordance with such exemption. 
This is provided that the independent regulatory body has specified other 
requirements which are to be applied, such as the length of time that the key audit 
partner may be exempted from rotation or a regular independent external review. 

Other Considerations Relating to the Time-on Period 

R540.10 
engagement, a firm shall give particular consideration to the roles undertaken and 

to the 
individual becoming a key audit partner. 

540.10 A1 There might be situations where the firm, in applying the conceptual framework, 
concludes that it is not appropriate for an individual who is a key audit partner to 
continue in that role even though the length of time served as a key audit partner 
is less than seven years.  

Cooling-off Period 

R540.11 If the individual acted as the engagement partner for seven cumulative years, the 
cooling-off period shall be five consecutive years. 

R540.12 Where the individual has been appointed as responsible for the engagement quality 
review and has acted in that capacity for seven cumulative years, the cooling-off 
period shall be three consecutive years. 

R540.13 If the individual has acted as a key audit partner other than in the capacities set out in 
paragraphs R540.11 and R540.12 for seven cumulative years, the cooling-off period 
shall be two consecutive years. 

 

 

Service in a combination of key audit partner roles 

R540.154 If the individual acted in a combination of key audit partner roles and served as the 
engagement partner for four or more cumulative years, the cooling-off period shall 
be five consecutive years. 

R540.165 Subject to paragraph R540.176 (a), if the individual acted in a combination of key 
audit partner roles and served as the key audit partner responsible for the 
engagement quality review for four or more cumulative years, the cooling-off period 
shall be three consecutive years. 

R540.176 If an individual has acted in a combination of engagement partner and engagement 
quality reviewer roles for four or more cumulative years during the time-on period, the 
cooling-off period shall: 

(a) As an exception to paragraph R540.165, be five consecutive years where the 
individual has been the engagement partner for three or more years; or 

(b) Be three consecutive years in the case of any other combination. 

R540.187 If the individual acted in any combination of key audit partner roles other than those 
addressed in paragraphs R540.154 to R540.176, the cooling-off period shall be two 
consecutive years. 
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Service at a Prior Firm 

R540.198 In determining the number of years that an individual has been a key audit partner 
as set out in paragraph R540.5, the length of the relationship shall, where relevant, 
include time while the individual was a key audit partner on that engagement at a 
prior firm.  

Shorter Cooling-off Period Established by Law or Regulation 

R540.1920 Where a legislative or regulatory body (or organization authorized or recognized 
by such legislative or regulatory body) has established a cooling-off period for an 
engagement partner of less than five consecutive years, the higher of that period 
or three years may be substituted for the cooling-off period of five consecutive 
years specified in paragraphs R540.11, R540.154 and R540.176(a) provided that 
the applicable time-on period does not exceed seven years.1d  

 

Restrictions on Activities During the Cooling-off Period 

R540.210 For the duration of the relevant cooling-off period, the individual shall not: 

(a) Be an engagement team member or provide perform an engagement quality 
control review, or a review consistent with the objective of an engagement 
quality review for the audit engagement; 

(b) Consult with the engagement team or the client regarding technical or 
industry-specific issues, transactions or events affecting the audit engagement 
(other than discussions with the engagement team limited to work undertaken 
or conclusions reached in the -on period 
where this remains relevant to the audit); 

(c) Be responsible for leading or coordinating the professional services provided 
by the firm or a network firm to the audit client, or overseeing the relationship 
of the firm or a network firm with the audit client; or 

(d) Undertake any other role or activity not referred to above with respect to the 
audit client, including the provision of non-assurance services, that would 
result in the individual: 

(i) Having significant or frequent interaction with senior management or 
those charged with governance; or 

(ii) Exerting direct influence on the outcome of the audit engagement. 

540.210 A1 The provisions of paragraph R540.210 are not intended to prevent the individual 
from assuming a leadership role in the  such as that of the 
Senior or Managing Partner (Chief Executive or equivalent).  
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 whe   

(a) 

 

(b) 

 

 

600.15 A1   the audit client is a public interest entity, stakeholders have heightened 
expectations regarding the  independence. These heightened expectations 
are relevant to the reasonable and informed third party test used to evaluate a 
self-review threat created by providing a non-assurance service to an audit client 
that is a public interest entity. 

 

not
 

 

 

 

 

 

information course
 

(a) Does not assume a management responsibility (Ref: Para. R400.183 and 
R400.194); and 

(b) Applies the conceptual framework to identify, evaluate and address threats, 
other than self-review threats, to independence that might be created by 
the provision of that advice. 

600.17 A1  Examples of  and recommendations that might be provided in relation to 
information or matters arising in the course of an audit include: 

 and
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R800.5 When the firm performs an eligible audit engagement, any modifications to Part 4A 
shall be limited to those set out in paragraphs R800.7 to R800.14. The firm shall 
not apply these modifications when an audit of financial statements is required by 
law or regulation.  

R800.6 If the firm also issues an audit report that does not include a restriction on use and 
distribution for the same client, the firm shall apply Part 4A to that audit 
engagement.  

Public Interest Entities 

R800.7 When the firm performs an eligible audit engagement, the firm does not need to 
apply the independence requirements set out in Part 4A that apply only to public 
interest entity audit engagements. 

Related Entities 

R800.8 When the firm performs an eligible audit engagement, references 
in Part 4A do not need to include its related entities. However, when the audit team 
knows or has reason to believe that a relationship or circumstance involving a 

independence 
of the client, the audit team shall include that related entity when identifying, 
evaluating and addressing threats to independence. 

Networks and Network Firms  

R800.9 When the firm performs an eligible audit engagement, the specific requirements 
regarding network firms set out in Part 4A do not need to be applied. However, 
when the firm knows or has reason to believe that threats to independence are 
created by any interests and relationships of a network firm, the firm shall evaluate 
and address any such threat. 

Financial Interests, Loans and Guarantees, Close Business Relationships, and Family 
and Personal Relationships 

R800.10 When the firm performs an eligible audit engagement:  

(a) The relevant provisions set out in Sections 510, 511, 520, 521, 522, 524 and 
525 need apply only to the members of the engagement team, their 
immediate family members and, where applicable, close family members; 

(b) The firm shall identify, evaluate and address any threats to independence 
created by interests and relationships, as set out in Sections 510, 511, 520, 
521, 522, 524 and 525, between the audit client and the following audit team 
members: 

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

(ii) Those who perform an engagement provide quality control review, or 
a review consistent with the objective of anfor the engagement, 
including those who perform the engagement quality control review, 
for the engagement; and 

 (c) The firm shall evaluate and address any threats that the engagement team 
has reason to believe are created by interests and relationships between the 
audit client and others within the firm who can directly influence the outcome 
of the audit engagement.  
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Period During which Independence is Required  

R900.30 Independence, as required by this Part, shall be maintained during both: 

(a) The engagement period; and 

(b) The period covered by the subject matter information.  

900.30 A1 The engagement period starts when the assurance engagement team begins to 
perform assurance services with respect to the particular engagement. The 
engagement period ends when the assurance report is issued. When the 
engagement is of a recurring nature, it ends at the later of the notification by either 
party that the professional relationship has ended or the issuance of the final 
assurance report.  

R900.31 If an entity becomes an assurance client during or after the period covered by the 
subject matter information on which the firm will express a conclusion, the firm shall 
determine whether any threats to independence are created by:  

(a) Financial or business relationships with the assurance client during or after 
the period covered by the subject matter information but before accepting 
the assurance engagement; or  

(b) Previous services provided to the assurance client. 

R900.32  Threats to independence are created if a non-assurance service was provided to 
the assurance client during, or after the period covered by the subject matter 
information, but before the assurance engagement team begins to perform 
assurance services, and the service would not be permitted during the 
engagement period. In such circumstances, the firm shall evaluate and address 
any threat to independence created by the service. If the threats are not at an 
acceptable level, the firm shall only accept the assurance engagement if the threats 
are reduced to an acceptable level.  

900.32 A1  Examples of actions that might be safeguards to address such threats include: 

 Using professionals who are not assurance team members to perform the 
service.  

 Having an   review the assurance or non-assurance 
work as appropriate. 

R900.33 If a non-assurance service that would not be permitted during the engagement 
period has not been completed and it is not practical to complete or end the service 
before the commencement of professional services in connection with the 
assurance engagement, the firm shall only accept the assurance engagement if: 

(a) The firm is satisfied that: 

(i) The non-assurance service will be completed within a short period of 
time; or 

(ii) The client has arrangements in place to transition the service to 
another provider within a short period of time; 

(b) The firm applies safeguards when necessary during the service period; and  

(c) The firm discusses the matter with the party engaging the firm or those 
charged with governance of the assurance client. 
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Contingent Fees 

905.5 A1 Contingent fees are fees calculated on a predetermined basis relating to the 
outcome of a transaction or the result of the services performed. A contingent fee 
charged through an intermediary is an example of an indirect contingent fee. In this 
section, a fee is not regarded as being contingent if established by a court or other 
public authority. 

R905.6 A firm shall not charge directly or indirectly a contingent fee for an assurance 
engagement. 

R905.7 A firm shall not charge directly or indirectly a contingent fee for a non-assurance 
service provided to an assurance client if the outcome of the non-assurance 
service, and therefore the amount of the fee, is dependent on a future or 
contemporary judgment related to a matter that is material to the subject matter 
information of the assurance engagement.  

905.7 A1 Paragraphs R905.6 and R905.7 preclude a firm from entering into certain 
contingent fee arrangements with an assurance client. Even if a contingent fee 
arrangement is not precluded when providing a non-assurance service to an 
assurance client, .  
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 Whether the nature or complexity of the subject matter or subject 
matter information has changed. 

 Whether there have been any recent changes in the individual or individuals 

or, if 
relevant, senior management. 

940.3 A4 The combination of two or more factors might increase or reduce the level of the 
threats. For example, familiarity threats created over time by the increasingly close 
relationship between an and the 
assurance client 

would be reduced by the departure of that individual from the client.  

940.3 A5 An example of an action that might eliminate the familiarity and self-interest threats 
in relation to a specific engagement would be rotating the individual off the 
assurance team. 

940.3 A6 Examples of actions that might be safeguards to address such familiarity or self-
interest threats include: 

 Changing the role of the individual on the assurance team or the nature and 
extent of the tasks the individual performs. 

 Having an appropriate  who was not an assurance team member 
review the work of the individual. 

 Performing regular independent internal or external quality reviews of the 
engagement.  

R940.4 If a firm decides that the level of the threats created can only be addressed by 
rotating the individual off the assurance team, the firm shall determine an 
appropriate period during which the individual shall not:  

(a) Be a member of the engagement team for the assurance engagement;  

(b) Perform 
 Provide quality control for 

the assurance engagement; or  

(c) Exert direct influence on the outcome of the assurance engagement.  

The period shall be of sufficient duration to allow the familiarity and self-interest 
threats to be addressed. 
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