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Definition
Those charged with governance

| The person(s) or organizations(s) (for example, a corporate trustee) with responsibility for
overseeing the strategic direction of the entity and obligations related to the accountability of
the entity. This includes overseeing the financial reporting process._For some entities in some
jurisdictions, those charged with governance may include management personnel for example

executive members of a governance board of a private or public sector entity, or an owner-

manager.

Those Charged with Governance

290.28

290.29

100.19

200.13

Even when not required by the Code, applicable auditing standards, law or regulation,
regular communication is encouraged between the firm and those charged with
governance of the audit client regarding relationships and other matters that might, in the
firm’s opinion, reasonably bear on independence. Such communication enables those
charged with governance to:

(@) consider the firm’s judgments in identifying and evaluating threats to independence,

(b) consider the appropriateness of safeguards applied to eliminate them or reduce them
to an acceptable level, and

(c) take appropriate action.

Such an approach can be particularly helpful with respect to intimidation and familiarity
threats.

In complying with requirements in this section to communicate with those charged with
governance, the firm shall determine the appropriate person(s) within the entity’s
governance structure with whom to communicate. If the firm communicates with a
subgroup of those charged with governance, for example an audit committee, or an
individual, the firm shall determine whether communication with all of those charged
with governance is also necessary so that they are adequately informed.

Where a matter involves a conflict with, or within, an organization, a professional
accountant shall determine whether to consult with those charged with governance of
the organization_or a sub-group thereofsuch—as—the—board—of-directors—orthe—audit
committee.

Examples of engagement-specific safeguards in the work environment include: ...

. Discussing ethical issues with those charged with governance of the client_or a
sub-group thereof.

. Disclosing to those charged with governance of the client, or a sub-group thereof
the nature of services provided and extent of fees charged.
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210.14

280.4

290.34

290.36

A professional accountant in public practice will generally need to obtain the client’s
permission, preferably in writing, to initiate discussion with an existing accountant.
Once that permission is obtained, the existing accountant shall comply with relevant
legal and other regulations governing such requests. Where the existing accountant
provides information, it shall be provided honestly and unambiguously. If the proposed
accountant is unable to communicate with the existing accountant, the proposed
accountant shall take reasonable steps to obtain information about any possible threats
by other means, such as through inquiries of third parties or background investigations
of senior management, or those charged with governance of the client_or a sub-group
thereof.

A professional accountant in public practice shall evaluate the significance of any
threats and apply safeguards when necessary to eliminate them or reduce them to an
acceptable level. Examples of such safeguards include:

. Withdrawing from the engagement team.

. Supervisory procedures.

. Terminating the financial or business relationship giving rise to the threat.

. Discussing the issue with higher levels of management within the firm.

. Discussing the issue with those charged with governance of the client, or a sib-

group thereof.

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.
However, if such a current interest or relationship cannot reasonably be terminated by
the effective date of the merger or acquisition, for example, because the related entity is
unable by the effective date to effect an orderly transition to another service provider of
a non-assurance service provided by the firm, the firm shall evaluate the threat that is
created by such interest or relationship. The more significant the threat, the more likely
the firm’s objectivity will be compromised and it will be unable to continue as auditor.
The significance of the threat will depend upon factors such as:

. The nature and significance of the interest or relationship;

. The nature and significance of the related entity relationship (for example,
whether the related entity is a subsidiary or parent); and

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

The firm shall discuss with those charged with governance, or a sub-group thereof, the
reasons why the interest or relationship cannot reasonably be terminated by the
effective date of the merger or acquisition and the evaluation of the significance of the
threat.

If those charged with governance-, or a sub-group thereof, request the firm to continue
as auditor, the firm shall do so only if:
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(@) the interest or relationship will be terminated as soon as reasonably 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, including one that has
arisen through performing a non-assurance service that would not be permitted
under this section, will not be a member of the engagement team for the audit or
the individual responsible for the engagement quality control review; and

(c) appropriate transitional measures will be applied, as necessary, and discussed with
those charged with governance. Examples of transitional measures include:

o Having a professional accountant review the audit or non-assurance work as
appropriate;

o Having a professional accountant, who is not a member of the firm
expressing the opinion on the financial statements, perform a review that is
equivalent to an engagement quality control review; or

o Engaging another firm to evaluate the results of the non-assurance service or
having another firm re-perform the non-assurance service to the extent
necessary to enable it to take responsibility for the service.

The firm may have completed a significant amount of work on the audit prior to the
effective date of the merger or acquisition and may be able to complete the remaining
audit procedures within a short period of time. In such circumstances, if those charged
with governance , or a sub-group thereof, request the firm to complete the audit while
continuing with an interest or relationship identified in 290.33, the firm shall do so only
ifit:

(a) Has evaluated the significance of the threat created by such interest or

relationship and discussed the evaluation with those charged with governance;

(b) Complies with the requirements of paragraph 290.35(ii)—(iii); and
(c) Ceases to be the auditor no later than the issuance of the audit report.

The professional accountant shall 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 they will not be terminated, the transitional
measures applied, the results of the discussion with those charged with governance, or a
sub-group thereof, and the rationale as to why the previous and current interests and
relationships do not create threats that would remain so significant that objectivity
would be compromised.

290.1361f a former member of the audit team or partner of the firm has joined the audit client in

such a position, and no significant connection remains between the firm and the
individual, the existence and significance of any familiarity or intimidation threats will
depend on factors such as:
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290.142
290.153
290.174
290.186
290.195
290.197
290.198
290.222

. The position the individual has taken at the client;
. Any involvement the individual will have with the audit team;

. The length of time since the individual was a member of the audit team or partner
of the firm; and

. The former position of the individual within the audit team or firm, for example,
whether the individual was responsible for maintaining regular contact with the
client’s management or those charged with governance, or a sub-group thereof.
Look at this one?

— same as paragraph above

— Discuss this is a mandatory safeguard

— A good example of why we need to make the change

291. — paragraphs mirror 290

320.5

340.2

The significance of such threats will depend on factors such as the source of the
pressure and the degree to which the information is, or may be, misleading. The
significance of the threats shall be evaluated and safeguards applied when necessary to
eliminate them or reduce them to an acceptable level. Such safeguards include
consultation with superiors within the employing organization, the-audi-—committeeof
those charged with governance of the organization, or a sub-set thereof, or with a
relevant professional body.

The significance of any threat shall be evaluated and safeguards applied when
necessary to eliminate the threat or reduce it to an acceptable level. In evaluating the
significance of any threat, and, when necessary, determining the appropriate safeguards
to be applied to eliminate the threat or reduce it to an acceptable level, a professional
accountant in business shall evaluate the nature of the financial interest. This includes
evaluating the significance of the financial interest and determining whether it is direct
or indirect. What constitutes a significant or valuable stake in an organization will vary
from individual to individual, depending on personal circumstances. Examples of such
safeguards include:

. Policies and procedures for a committee independent of management to determine
the level or form of remuneration of senior management.

. Disclosure of all relevant interests, and of any plans to trade in relevant shares to
those charged with the governance of the employing organization, or a sub-set
thereof, in accordance with any internal policies.
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350.4

Consultation, where appropriate, with superiors within the employing
organization.

Consultation, where appropriate, with those charged with the governance of the
employing organization, or a sub-set thereof, or relevant professional bodies.

The significance of any threats shall be evaluated and safeguards applied when
necessary to eliminate them or reduce them to an acceptable level. When the threats
cannot be eliminated or reduced to an acceptable level through the application of
safeguards, a professional accountant in business shall not accept the inducement. As
the real or apparent threats to compliance with the fundamental principles do not
merely arise from acceptance of an inducement but, sometimes, merely from the fact of
the offer having been made, additional safeguards shall be adopted. A professional
accountant in business shall evaluate any threats created by such offers and determine
whether to take one or more of the following actions:

(a)

(b)

(©)

(d)

Informing higher levels of management or those charged with governance of the
employing organization, or a subset thereof, immediately when such offers have
been made;

Informing third parties of the offer — for example, a professional body or the
employer of the individual who made the offer; a professional accountant in
business may however, consider seeking legal advice before taking such a step;
and

Advising immediate or close family members of relevant threats and safeguards
where they are potentially in positions that might result in offers of inducements,
for example, as a result of their employment situation; and

Informing higher levels of management or those charged with governance of the
employing organization, or a sub-set thereof where immediate or close family
members are employed by competitors or potential suppliers of that organization.
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