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	INDEPENDENCE, INTEGRITY AND OBJECTIVITY:
A. Independence Procedures Checklist: Obtain a copy of the firm’s documented ethics procedures, review and then discuss with the firm

I. General Policies and Procedures

II. Specific Policies and Procedures

B. Independence Issues Checklist: Discuss the following issues with the Ethics Partner and test check with various source documents.

I. Financial Relationship

II. Business Relationship

III. Employment Relationship and Governance Role

IV. Employment with Firm

V. Long Association

VI. Fees / Economic Dependence

VII. Threatened or Actual Litigation

VIII. Gifts and Hospitality

IX. Non Audit Services




	
	Particulars


	Reference /

Guidance Notes
	Description

	A.1
	General Policies and Procedures:
	
	

	1
	Whether the firm has designated Ethics Partner who takes responsibility of all independence issues?

If yes, Does he/she have the seniority, experience, authority and resources and take responsibility for the adequacy of firm’s procedures?
	
	

	2
	For firms without designated Ethics Partner, does the principal meet regularly to discuss ethics and document their discussions?
	
	

	3

	Does the firm have documented policies and procedures appropriate to the size and nature of the firm?
	
	

	4
	Does the firm have access to current guidance materials regarding the applicable independence, integrity, and objectivity requirements?

a. If “yes,” describe the source of such material (such as access through computer software databases containing professional and regulatory literature).

b. If “no,” describe how the firm obtains reasonable assurance that it is aware of the applicable independence, integrity, and objectivity rules.
	
	

	5
	Does the firm communicate its policies for independence to its personnel? If yes, describe how the firm communicates its policies?

Do professionals have access to guidance materials regarding the applicable independence?
	
	

	6
	Are ethics policies and procedures properly covered in induction, professional training and Continuing Professional Development for all principals and staff?
	
	

	7
	Do these written policies and procedures cover the following general matters:

· ensure communication of independence requirements to its personnel;

· require principals and staff to be alert to threats and report them promptly;

· require the Ethics Partner to assess the  implications and determine whether any safeguards or whether there is a need to resign;

· require the documentation of all considerations and justification where firm chooses to safeguards against rather than eliminate a threat;

· prohibit audit team members from making or assuming responsibility for management decisions for audit client;

· operate an enforcement mechanism to promote compliance with the policies and procedures;

· empower staff to communicate concerns to senior levels; and

· require the Ethics Partner to carry out appropriate investigations, where the audit client or a third party calls into question the integrity, objectivity or independence of the audit firm.
	
	

	8
	Has the firm at least annually obtained written declarations on compliance with the firm’s independence policies and procedures from all firm personnel?

	
	

	9
	Does the firm have Confidentiality Declaration from all its employees?
	
	

	10
	Are there procedures to ensure that any external consultant involved in the audit will be objective and document the rationale for that conclusion?
	
	

	11
	Were the procedures the firm follows to provide reasonable assurance that new or revised regulations, interpretations, or rulings on independence, integrity, and objectivity matters considered appropriate for its practice?
	
	

	12
	Compare the firm’s policies and procedures for relevant ethical requirements (including independence, integrity and objectivity) with professional and regulatory requirements 
	
	

	13
	Does the firm provide its personnel with the firm’s list of clients and any related entities and inform them on a timely basis as to any changes in the firm’s clients and any related entities to which independence policies apply?

a. If “yes,” describe how the firm communicates this information to its personnel.

b. If “no,” describe how the firm ensures that all personnel are aware on a timely basis of those entities to which independence policies apply.
	
	

	14
	Does the firm have any engagements where it acts as a principal auditor or accountant and another firm is engaged to perform segments of the engagement?
 
If yes, describe how the firm confirms the independence of such other firms
	
	

	15
	Any audit partners where they are employed exclusively or principally for an audit engagement?
	
	

	16
	Did the firm adequately address other possible threats to independence and objectivity and take appropriate actions, including withdrawing from an engagement if effective safeguards could not be applied?
	
	

	17
	Does the firm have a system for identifying all services performed for clients, including services performed by entities closely aligned through common employment and other means, and evaluating whether any of those services might impair independence?

a. If “yes,” identify the relevant policies and procedures.

b. If “no,” describe how the firm differentiates the types of services performed

Does the firm have a policy stated prohibited non-audit services which the firm cannot render to their audit clients?

a. If “yes,” describe the policy 

b. If “no,” describe how the firm monitors its independence 
	
	

	18
	Does the firm review unpaid fees from clients to ascertain whether any outstanding amounts may impair the firm’s independence?

a. If “yes,” answer the following questions:

- Who does this?

- How often is it done?

- Have there been any such situations during the year?

b. If “no,” describe how the firm monitors its independence with respect to clients with unpaid fees.
	
	

	19
	Describe the firm’s policies and procedures for withdrawing from an engagement if effective safeguards to reduce threats to independence to an acceptable level cannot be applied (consulting within the firm, with legal counsel or other parties).
	
	

	A.II
	Specific Policies and Procedures
	
	

	1
	Partners / Staff Leaving:

Does the policies and procedure require that:

· all partners, senior or other members of the firm notify the firm regarding potential employment with any audit client of the firm; and

· whether they be removed from the engagement team; and

· a review of the audit work performed by the team member in the current and, where appropriate, the most recent audit that performed by those Partners/staff leaving
	
	

	2
	Joining an Audit Client

Have any principals or members of an audit engagement team left the firm to join an audit client or have notified the firm of his/her intention to leave to join an audit client:

(a) if a partner – has the firm ceased significant connections between it and this individual;

(b)  has work done by the person leaving been reviewed by a more senior audit professional?

(c)  if a partner:

i. was the partner in the last 2 years the Audit Engagement Partner, an independent partner, or a key audit partner for this client or a partner in the chain of command; and

ii.  has he/she been appointed as a director or to a key management position at the client? 
(d) If not a partner – were they a former member of the engagement team within the last two years and have they joined the client as a director or in a key management position? 
	
	

	3
	Family/Personal Relationships:

Do they require that partners and professional staff report any immediate or close family and other personal relationships that might create a conflict?
	
	

	4
	Long Association / Rotation:

Do they require that:

· the length of time held by key audit partners and staff is monitored for; and are subject to rotation requirements
	
	

	5
	Contingent Fee Arrangements: Do they ensure that:

· the Ethics Partner or Audit Engagement Partner notified where there are to be contingent fee arrangements for non-audit services to the audit client or its affiliates; and 

· the Audit Engagement Partner discloses to the audit committee, in writing, any contingent fee arrangements for non-audit services provided by the auditors or their network firms.
	
	

	6
	Overdue Fees:

Do they require that the actual amount of the audit fee for the previous audit and the arrangements for its payment should be agreed with the audit client before the audit firm formally accepts appointment as auditors for the following period?
	
	

	7
	Have any audits been undertaken on a contingent fee basis? (Prohibit such audit)
	
	

	8
	Are there any audit clients where substantial fees are overdue?
	
	

	9
	Are there any significant bad debt write-offs for existing audit clients? 
	
	

	10
	Non Audit Services / Cross Selling:

Should require that: others within the firm, and its network, when considering whether to accept a proposed non-audit engagement to communicate details of the proposed engagement to the Audit Engagement Partner;

· the Audit Engagement Partner ensure that those charged with governance of the audit client are appropriately informed on a timely basis of all significant facts and matters regarding the firm’s  objectivity and independence, related to the provision of non-audit services, including the  safeguards put in place; and 

· the objectives & performance evaluation criteria of the members of the audit team do not include success in selling non-audit services to the audit client and no specific element of the remuneration of a member of the audit team is based on this
	
	

	11
	Gifts / Hospitality:

Should explain the nature and value of gifts and hospitality that may be accepted from and offered to audit clients, their directors, officers and employees, and should issue guidance to assist partners and staff to comply with such policies
	
	

	12
	Any significant gifts or hospitality received by the audit, firm, key finance, accounting and audit personnel and immediate family members?
	
	

	13
	Does the firm have any engagements where it acts as a principal auditor or accountant and another firm is engaged to perform segments of the engagement?
 If yes, describe how the firm confirms the independence of such other firms
	
	

	B.1
	Financial Relationships:
	
	

	1
	Financial Interest:

Do any of the firm, principals, staff or any immediate family members;

· have any direct financial interests in audit clients or its affiliates? 
· Any indirect interests including being beneficiaries of a trust holding such interests?
	
	

	2
	Trust:

Does any principal, staff or immediate family members act as a trustee which holds - directly or indirectly- any financial interests in an audit client or its affiliates? 
	
	

	3
	Loans and Guarantee:

Have the principal, staff or immediate family members made or accepted loans/guarantees to/from an audit client or its affiliates? (This includes through any connected entities)

Has the firm made or accepted any loans/guarantees to/from an audit client or its affiliates (how does it ensure it monitors its financial relationships?)
	
	

	B.II
	Business Relationships:
	
	

	1
	Business Relationships:

Are there any business relationships between the firm, principals or staff or their family members and the audit client or its affiliates?  e.g. joint ventures, joint property interests etc.
	
	

	2
	Commercial Alliances:

Are there any commercial alliances with other organizations?

Does the firm have any agency agreements with audit clients or others?
	
	

	3
	Influence over the affairs:

Does the firm audit any entity or person who is able to influence the affairs of the audit firm or its affiliate or performance of any audit engagement?

	
	

	B.III
	Employment Relationships and Governance Role:
	
	

	1
	Employment / Governance:

Is any principal of the firm or staff employed by an audit client or its affiliates? 
	
	

	2
	Have any principals or staff accepted appointment to:

(a) the board of directors of an audit client;

(b) any subcommittee of that board; or

(c) a position holding (directly or indirectly) of the voting rights in the audit client 
	
	

	3
	Employment / Governance by Family:

Are any immediate or close family members of principals or staff employed by an audit client?

If so are they in a position to influence the accounting records or financial statements?
	
	

	4
	Do any principals or staff have immediate or close family members who hold a governance role in an audit client?
	
	

	5
	Do any principals/staff have any family members which have any other relationships with an audit client 
(e.g. financial)
	
	

	6
	Loan / Staff Arrangements:

Are there or have there been any principals or staff seconded on a “loan staff assignment” i.e secondment 
If so what are their roles at the client – are/were they in management positions? 
	
	

	7
	Are there are any staff/principals who have returned from such a loan staff assignment – if so what has been their role, if any, in the audit of that client following their return? 
	
	

	B.IV
	Employment with Firm:
	
	

	1
	Employment with Firm: 
Has any former director or employee of any audit client joined the audit firm in the last two years?
What was the person’s role at the audit client and what is the person’s role in the firm and on that audit?
	
	

	B.V
	Long Association:
	
	

	1
	For Listed Companies:

Are there any listed audits where the Key Audit Partner (Audit Engagement Partner, Engagement Quality Control Reviewer (EQCR), or Other key audit partner) has acted for a period longer than seven cumulative years (the “time-on” period)? 
	
	

	2.1
	For Listed Companies:

Has any key audit partner who was rotated off returned to a position of responsibility in the audit within a period of (“the cooling-off period”)
· five consecutive years* for audit engagement partner
· three consecutive years for EQCR and
· two consecutive years for other key audit partner?
*For the transitional period (1 January 2019 to 31 December 2023), a cooling off period for engagement partner may be less than five consecutive years, however, it shall not be less than three consecutive years provided that the applicable time-on period does not exceed seven years. 
	
	

	2.2
	In calculating the time-on period, has any key audit partner who acted in a combination of key audit partner roles?, if any, does the key audit partner serve a “cooling-off period” in accordance with the provisions in section 540? 
	
	

	2.3
	Have any other partners who have been responsible for significant affiliates (but not as key audit partners); or staff who have been involved in the audit in senior positions; acted as such for a period longer than seven cumulative years?
	
	

	B.VI
	Fee / Economic Dependence: 
	
	

	1
	Any partners remunerated on the basis of performance of part of the firm which is substantially dependent on fees from an audit client?
	
	

	2
	Listed Companies:

Are there any audits where the total fee (for Listed Company audit client and all subsidiaries audited by the firm) will regularly be more than 15% of the firm’s annual fee income (or where Audit Engagement Partner profit share not on a firm basis, on that part of firm e.g. by office)?
	
	

	3
	Listed Companies:

Are there any Listed Company audit clients where the total fees regularly are more than 5%?
	
	

	4
	If new audit firm – are they obtaining external independent quality control reviews where fee income would be more than 15% for Listed Company for the first two years 
	
	

	B.VII
	Threatened or Actual Litigation: 
	
	

	1
	Is there any litigation in progress or likely (for audit or non audit services) between the audit client and its affiliates and the firm?
	
	

	B.VIII
	Gift and Hospitality
	
	

	1
	Any significant gifts and hospitality received by the audit, firm, key finance accounting and audit personnel and immediate family members?
	
	

	B.IX
	Non Audit Services: 
	
	

	1
	Internal Audit:

Does the firm conduct internal audit work for audit clients and if so what is the extent of the work?
	
	

	2
	IT Systems:

Does the firm provide services to design provide or implement IT systems to audit client?

If so, does this include accounting systems or relating to the production of financial statements
	
	

	3
	Valuation Services:

Does the firm conduct any valuation work for audit client –what is provided? 
	
	

	4
	Actuarial Valuation Services:

Does the firm provide any such services to audit clients?
	
	

	5
	Tax Services:

Does the firm promote tax structures or products or provide tax advice - what kind of advice?

How does it ensure that there is no doubt as to the related accounting treatment regarding the true and fair view of the financial statements? 
Are any tax services provided on a contingent fee basis?
Any tax services of a management nature?

Has the firm acted for audit client in court regarding tax (advocacy role) 
	
	

	6
	Litigation Support:

Does the firm provide litigation support services? If so, would it involve the estimation by the firm of the likely outcome of the matter that could be material to the amounts/disclosures in the financial statements? 
	
	

	7
	Legal Services:

Does the firm provide legal services akin to acting as audit clients’ solicitor in a dispute or litigation?


	
	

	8
	Recruitment and Remuneration Services:

If the firm conducts recruitment services? If so, what is the extent of their involvement – regarding selection and quantum of remuneration? 

For any Listed Company client, are they involved in recruitment of key management positions of the client or its affiliates? 
	
	

	9
	Corporate Finance Services:

Is the firm involved in CF services? If so, what is firm’s involvement in CF for audit clients and does it include any of the following:

(a) dealing in, underwriting or promoting shares;

(b) advice affecting accounting treatments giving issue to true and fair view;

(c) Corporate finance on contingent fees basis; or

(d) involves a management role 
	
	

	10
	Transaction Related Services

Is the firm involved in TR Services (e.g. due diligence)? If so, what is firm’s involvement in such for audit clients and does it include any of the following:

(a) advice affecting accounting treatments giving issue to true and fair view;

(b) TR on contingent fees basis; or involves a management role
	
	

	11
	Accounting Services:

Listed Company - Does the firm conduct any accounting services for audit clients? If so why and nature? 
	
	


56

