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Statutory Auditor Independence - Non-Audit Services Guidelines
Introduction

In December 2020 Abu Dhabi Accountability Authority (ADAA) issued its revised Statutory Auditor
appointment Rules (SAAR) which was published in January 2021 official gazette and as such became
applicable to the subject entities and their respective statutory auditors.

The revised rules require Statutory Auditor firm to be independent when undertaking audit work.

It is generally expected that firms comply with the fundamental principles of being independent, and
subject entities are responsible for ensuring their independence. However, Firms and network firms
might provide a range of non-audit services to their audit subject entities, consistent with their skills
and expertise, which might create threats to independence.

The purpose of this paper is to provide guidance on the application of the independence requirements
in the SAAR relating to the provision of non-audit services by the statutory auditor because of the
following:

= There has been constant confusionamongst ADAA’s subject entities and their respective statutory
auditorsin respect of which non-audit services are prohibited.

= Allaudit firms usually provide non-audit services to their respective subject entities, which might
represent a substantial amount of the yearly income of these audit firms. Furthermore, since the
audit firms are profit oriented, they aim for maximization of their service offering by scale.

= Given the specialized and wide offering of non-audit services by these audit firms, they are usually
invited to submit proposals for non-audit services which could threaten their independence.

This guideline streamlines the assessment of whether non-audit services create threats to the
auditor’s independence and shall be applied in conjunction with the independence requirements
instituted by the International Ethics Standards Board of the IFAC.

1.1 Terms and glossary
ADAA or The Authority  Abu Dhabi Accountability Authority
Law Law # 19 for 2020 pertaining to organization of ADAA

SAAR Rules for appointing the Statutory Auditors of Subject Entities, issued as
per Chairman of Abu Dhabi Accountability Authority Resolution No. (53) of
2020 Pertaining to the Statutory Auditors Appointment Rules for Entities
Subject to Abu Dhabi Accountability Authority.

Statutory auditors. A natural or legal person registered by the Ministry or the competent
authority to practice the profession, and responsible for auditing the
financial statements of Subject Entities.

Audit Firm or firms Statutory Auditors or network firm relating to the list of Statutory
Auditors prepared, approved, and periodically amended by ADAA.

Network firms Network firm means a firm or entity that belongs to a network.
Network means a larger structure:
a. Thatis aimed at cooperation; and

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

Subject Entity or Audit All audit clients that are ADAA subject entities in accordance with Law # 19

Client for the year 2020 pertaining to reorganization of Abu Dhabi Accountability
Authority.
Audit partner A person whois a partner in an audit firm or a person who has equivalent

responsibility, who is a member of the engagement team, other than a
specialist or technical partner or equivalent who consults with others on
the engagement team regarding technical or industry specific issues,
transactions or events.

PIE Public interest entities.
All ADAA subject entities are public interest entities.

Those charged with The party responsible for overseeing the strategic direction of the entity
governance. and obligations related to the accountability of the entity (for example:
Entity chairman; board of director, audit committee, etc.).

Subject entities Entities subject to the Authority’'s mandate in accordance with the
provisions of The Authority's Law.

1.2 SAARon independence.
Article (6) : Independence Evaluation:

*1. The Statutory auditor’s independence, both in mind and in appearance, shall be evaluated and
confirmed through the following:

a. The Statutory auditor’s full adherence to the code of ethics of professional accountants issued by the
International Federation of Accountants (IFAC), and any other standards issued by The Ministry, the
Relevant Authority, or The Authority from time to time.

b. The engagement partner, other partners at the firm, and all of the audit team members, and their
relatives up to the fourth degree shall not hold any financial interest at the Subject Entity which they
are appointed to audit during the term of the auditor’s appointment and any extension thereof.

c. The Statutory Auditor shall not provide any professional services to the subject entity, other than the
audit services;such as and not limited to: providing bookkeeping services, the design or implementation
of internal control systems, valuation services, insurance services, internal audit services, legal,
investment or tax consultancy services, any banking or investment services, human resources services,
or any other services that would place him/her in a position to audit his/her ownwork,or result in acting
as a member of management, employee or advocate of the Subject Entity.

2. The Subject Entity shall discard any proposal where the statutory auditor is found not to be
independent in mind or in appearance. The Subject Entity shall immediately terminate the service of
the statutory auditor once they are found not to be independent.”

Audit services
2.1 Audit work

This relates to the financial statements audit engagements for the subject entities as required by the
applicable legislation. Audit work includes judgments regarding the nature and extent of evidence
necessary to support an audit opinion and includes:



e identifying, evaluating, and testing, where appropriate, those internal control systems the
effectiveness of which is necessary for the engagement and where, if any control weaknesses are
identified, extended testing will be required; and

e additional work undertaken to respond to risks identified by management or the audit committee
that the firm considers could impact the firm's opinion on financial statements.

2.2 Threats to Objectivity and Independence

The principal types of threats to the integrity, objectivity and independence of the statutory auditor
are:

Self-interest threat The threat that a financial or other interest willinappropriately influencea member's
judgement or behavior.

Self-review threat The threat that a member will inappropriately evaluate the results of a previous
judgement made, or an activity performed by the member, or by another individual
within the member’s firm or employing organization, on which the member will rely
when forming ajudgement as part of performing a current activity

Advocacy threat The threat that a member will promote a subject entity’s or employing organization’s
position to the point that the member’s objectivity is compromised

Familiarity (or trust) | Thethreat that due toalongor closerelationship with a subject entity, or employing
threat organization, a member will be too sympathetic to their interests or too accepting
of their work

Intimidation threat The threat that a member will be deterred from acting objectively because of actual
or perceived pressures, including attempts to exercise undue influence over the
member

If the audit firm was appointed as Statutory Auditor, its partners and staff should remain alert to the
possibility that any of these threats may occur in connection with other services and shall apply
necessary safeguard.

2.3 Auditrelated services

These are services other than ‘audit work’ for which the auditor of the entity is an appropriate provider
particularly where those services are required by a law or regulation relating to the jurisdiction and
activities of the subject entity.

These audit related services are those professional services:

e Where the scope of work is within the standards issued by International Auditing and Assurance
Board (IAASB) because it requires objective assurance to be issued on the financial information
being examined upon completion of the assignment.

e largely carried out by members of the audit engagement team,
Audit services include, but are not limited to:
= reviews of interim financial information as required by law or regulation.
= reportingon regulatory returns as required by law or regulation.
= reportingto a regulator on subject entity assets as required by law or regulation.

=  reporting on government grants as required by law or regulation.
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= reportingon internal financial controls as required by law or regulation.

= extended audit work authorized by those charged with governance performed on financial
information and/or financial controls where this work is integrated with the audit work and is
performed on the same principal terms and conditions.

= reports, that are not ‘audit related services’, required by the competent authorities/regulators
supervising the audited entity, where the authority/regulator has either specified the auditor
to provide the service or identified to the entity that the auditor would be an appropriate
choice for service provider;

= financial statement audit engagements, incremental to the audit work required for the
purpose of the consolidated financial statements, where required by applicable legislation,

= audits and reviews of selected financial information as required by applicable legislation for
the purpose of the subject entity satisfying self-insurance and workers compensation
arrangements.

2.4 Safeguardson Audit related services

Audit related services are permitted provided that the related threats to auditor independence are
managed through proper application of necessary safeguards and the following:

. Subject to the cap

A fee cap of maximum 70% of the average of the fees paid in the last three consecutive financial years
for the statutory audit(s) of the audited entity shall be applied as a safeguard on permissible audit
related services.

. Approval and related communication from the statutory auditor
These services require the approval of those charged with governance in the subject entity.

The engagement partner shall ensure that only the above-mentioned services are described as audit
related services in communications with those charged with governance of the subject entity, which
shall be verified by those charged with governance.

Non-audit services (NAS)

Non-audit services relate to other additional services not defined as audit work or audit related
services in section 2 of this guideline.

According to SAAR, non-audit services include any service that would place the auditor in a position to
audit his/her own work, or resultin acting as a member of management, employee or advocate of the
Subject Entity such as but not limited to:

[+ Nomauditservice | ttachment

1 Assuming Management Responsibilities for a subject entity Attachment 1
2 Accounting and bookkeeping services. Attachment 2
3 Valuation and actuarial valuation services Attachment 3
4 Tax and compliance services Attachment 4
5 Legal and litigation support services Attachment 5
6 Human resource and recruiting services Attachment 6
7 Internal audit services Attachment7
8 Information technology systems services Attachment 8
9 Corporate finance services Attachment 9
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3.1 Non permissibility of non-audit services

The statutory auditor firm cannot provide non audit services during his engagement period as a
statutory auditor to the subject entity.

3.2 Cooling-in for certain non-audit services

Certain non-audit services threaten the integrity, objectivity and independence of the audit firm not

only in the year it provides the service, but also in the immediately subsequent year.

Hence, an audit firm should not be appointed for a statutory audit when, during the one year period
prior to the first day of the financial year to be audited, the audit firm or its network have provided
the following non-audit services to the subject entity to be audited, its parents or its subsidiaries:

- Accounting and bookkeeping services.

- Designing and implementing internal control or risk management procedures related to the
preparation and/or control of financial information.

- Designing and implementing financial information technology systems.
- legal services, with respect to:
o  the provision of general counsel;
o  negotiating on behalf of the audited entity; and
o actingin an advocacy rolein the resolution of litigation;
- Assuming management responsibilities.
3.3 Providing the NAS to the parent and subsidiary

A statutory auditor or any member of the audit firm network carrying out the audit of a subject entity
that prepare Group financial statements, shall not directly or indirectly provide to the audited entity
and its parent or controlled entities any non-audit services in the period between the beginning of the
period audited and the issuing of the audit report.

New business practices

The evolution of financial markets and changes in information technology, are among the
developments that make it impossible to draw up an all-inclusive list of non-audit services that might
be provided to an audit subject entity. As a result, the non-audit services mentioned above does not
includea comprehensivelist of all non-audit services that mightbe provided to an audit subject entity.

For any professional services not mentioned in sections 2 & 3 above; it is the responsibility of the
statutory auditor and those charged with governance to evaluate the independence threats taking
into consideration the following factors that are relevant in evaluating the level of threats created by
providing a non-audit service to an audit subject entity including:

e The nature, scope, and purpose of the service.
e The degree of reliance that will be placed on the outcome of the service as part of the audit.
e Thelegal and regulatory environment in which the serviceis provided.

o Whether the outcome of the service will affect matters reflected in the financial statements on
which the firm will express an opinion, and, if so:

o The extent to which the outcome of the service will have a material effect on the financial
statements.
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o The degree of subjectivity involved in determining the appropriate amounts or treatment for
those matters reflected in the financial statements.

e The level of expertise of the subject entity's management and employees with respect to the type
of service provided.

e The extent of the subject entity's involvement in determining significant matters of judgment.

e The nature and extent of the impact of the service, if any, on the systems that generate
information that forms a significant part of the subject entity’s:

o Accountingrecords or financial statements on which the firm will express an opinion.
o Internal controls over financial reporting.

e The likely relevance and impact of the non-audit / additional service on the financial statements,
or on subject matter information or subject matter of the engagement.

e The extent to which performance of the proposed non-audit / additional service will involve the
exercise of professional judgment.

e The size of the non-audit/ additional service and the associated fee.
e The basis on which the fee is to be calculated.
e Themembers of the statutory auditor whowould be carryingout the non-audit/additional service.

e The employees from the subject entity relevant to the engagement who would be involved in the
non-audit/ additional service.

Additional consideration
a. Public interest entity (PIE) consideration.

All the ADAA subject entities are PIE and should be considered as such by the audit firm in performing
the audit services and in the evaluation of the impact of the non-audit services.

b. Materiality

Non-audit services are prohibited regardless of their value and the calculated materiality by the
Statutory Auditor, as the provision of the above services is a breach of the statutory auditor’s
independence.

c. Fees

The statutory auditor shall take into consideration the fee cap stipulated in section 2.4 of this
guideline, as well as ensuring that the total compensation to be received for audit work, audit related
services, and non-audit services, in aggregate, from the subject entity shall not exceed 15% of its total
revenue taking.

d. Relationship with subject entity consideration

Some situations may create threats that cannot be reduced to an acceptable level. These situations
relate to certain interests and relationships for auditors of subject entities and shall be assessed as
part of the independence valuation. Kindly refer to Attachment 10 for examples.

e. Foreign jurisdiction

Subject entities operating in foreign jurisdictions shall apply the provisions of these guidelines in
conjunction and taking into consideration the related regulations in relation to the non-audit services
provision by the statutory auditors in the jurisdiction they operate.
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Breach of the provisions of this paper

Impact

Identification of possible or actual threats to independence might adversely affect the timely
completion of the audit and may call into question the reliability of the company’s financial reports.

Ensuring the Statutory auditor’s independence is a joint responsibility of the statutory auditor and
those charged with governance as required by the SAAR. Hence, any impairment to the independence
of the statutory auditor as stipulated in the SAAR and these guidelines shall be considered as a breach
to the SAAR.

Auditor accountability

The Statutory Auditor that is found to be in breach of the SAAR and its related guidelines issued by
ADAA may face one of the measures according to article 17 of the SAAR.



Attachment 1: Assuming Management Responsibilities
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Meaning and examples

Management responsibilities involve controlling, leading, and directing an entity, including making
decisions regarding the acquisition, deployment and control of human, financial, technological, physical,
and intangible resources.

Determining whether an activity is a management responsibility depends on the circumstances and
requires the exercise of professional judgment. Examples of activities that would be considered a
management responsibility include but are not limited to the following:

e Setting policies and strategic direction.
e Hiring or dismissing employees.

e Directing and taking responsibility for the actions of employees in relation to the employees’ work
for the entity.

e Authorizing transactions.
e Controlling or managing bank accounts or investments.
e Deciding which recommendations of the firm or network firm or other third parties to implement.
e Reporting to those charged with governance on behalf of management.
e Working capital management.
e Providing financial information.
e Business process optimization.
e Cash management.
e Transfer pricing.
e Managing the administration of an insolvent subject entity
e Creating supply chain efficiency and the like.
e Takingresponsibility for:
o The preparation and fair presentation of the financial statements in accordance with the
applicable financial reporting framework.
o Designing, implementing, monitoring or maintaining internal control.

Prohibition on assuming Management Responsibilities

An audit firm or a network firm shall not assume any management responsibility for an audit subject
entity.

Impact on assuming Management Responsibilities

Providing a non-audit service to an audit subject entity creates self-review and self-interest threats if
the firmor network firmassumes a management responsibility when performing the service. Assuming
a management responsibility also creates a familiarity, threat and might create an advocacy threat
because the firm or network firm becomes too closely aligned with the views and interests of
management.



Attachment 2: Accounting and bookkeeping services
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Meaning and examples

Accounting and bookkeeping services comprise a broad range of services including but not limited to:

. Payroll services.

. Preparation of accounting records or financial statements

o

o

O

Maintaining or preparing the entity's, or related entities, accounting records.

Preparing the financial statements or preparing financial statements which form the basis of
the financial statements on which the audit report is provided; or

Preparing or originating source data underlying such financial statements.

. Preparation of journal entries or source documents:

o

Prepares or changes a journal entry, determines or changes an account code or a
classification for a transaction or prepares or changes another accounting record, for the
entity or a related entity, that affects the financial statements subject to audit or review by
the member or firm, without obtaining the approval of management of the entity; or

prepares a source document or originating data or makes a change to such a document or
data underlying such financial statements.

. Performance of management functions:

o

o

O

o

Authorizing, approving, executing, or consummating a transaction.
Having or exercising authority on behalf of the entity.
determining which recommendation of the member or firm will be implemented; or

Reporting in a management role to those charged with governance of the entity.

Prohibition on provision of the non-audit service

An audit firm or a network firm shall not provide Accounting and bookkeeping services to an audit

subject entity.

Exception and special consideration

Providing clerical assistance, such as typing, formatting, printing, and binding financial statements, is

unlikely to be a significant threat.

Providing clerical assistance, such as typing, formatting, printing, and binding financial statements, is
unlikely to be a significant threat.
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Meaning and examples

A valuation service involves the making of assumptions with respect to future events and the
application of certain methodologies and techniques, in order to compute an amount or provide
an opinion with respect to a specific value or range of values, for a business as a whole, an
intangible or tangible asset or a liability.

Actuarial services include the determination of an amount to be recorded in the subject entity's
financial statements and related accounts.

Prohibition on assuming Management Responsibilities

An audit firm or a network firm shall not provide valuation services to an audit subject entity.

Exception and special consideration

It is usual for the persons conducting an audit engagement (and in some cases other public
interest assurance engagements) to provide management with accounting advice in relation to
valuation matters that have come to the attention of persons conducting the engagement during
the course of the engagement. Such matters might typically include:

o comments on valuation assumptions and their appropriateness.
o errorsidentifiedin a valuation calculation and suggestions for correcting them.

o adviceon accounting policies and any valuation methodologies used in their application advise
on such matters does not constitute valuation services.

Where the firm is engaged to verify the accuracy of data to be used in a valuation to be performed
by others, such engagements do not constitute valuation services

The firm may use its own actuary to assist in conducting the audit if the subject entity's actuary
or a third-party actuary provides management with its actuarial capabilities.
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Meaning

Therange of activities encompassed by the term tax and compliance services is wide. They include where
the firm:

o provides advice to the entity on one or more specific matter at the request of the entity; or
° undertakes a substantial proportion of the tax planning or compliance work for the entity; or

o promotes tax structuresor products to the entity, the effectiveness of whichis likely to be influenced
by the way they are accounted for in the financial statements, or in other subject matter
information.

Whilst it is possible to consider tax services under broad headings, such as tax compliance, in practice
these services are often interrelated, and may be incorporated as part pf non audit services provided by
the firm. It is, therefore, impracticable to analyze services in this way for the purposes of attempting to
identify generically the threats to which specific tax services give rise. As a result, firms need to identify
and assess, on a case-by-case basis, the potential threats to the integrity, objectivity and independence
of the firm and covered persons before deciding whether to provide tax services to an entity relevant to
an engagement.

The prohibited tax and compliance services comprise a broad range of services including but not limited
to unless the support from the statutory auditor in respect of such services is required by law:

e  To provide tax services to an entity relevant to an engagement where the service would involve the
firm undertaking a management role.

. Calculating direct or indirect, current or deferred tax liabilities (or assets)

e  Tax planning or other tax advisory services where its effectiveness requires a particular accounting
treatment or presentation in the financial statements, and there are reasonable doubts as to its
appropriateness

e  Acting as an advocate for a subject entity in the resolution of tax disputes before a public tribunal
or court

o Litigation support services involving estimating damages or other amounts that affect the financial
statements

o Preparation of tax forms

o Payroll tax

e  Customs duties

o Identification of public subsidies and tax incentives
e  Supportregarding tax inspections by tax authorities
° Provision of tax advice

Prohibition on provision of the non-audit service

An audit firm or a network firm shall not provide Tax and compliance services to an audit subject entity.



Attachment 5: Legal and litigation support services
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Meaning and examples

Legal services are defined as any services for which the individual providing the services must
either:

o Have therequired legal training to practice law; or

o  Beadmitted to practice law before the courts of the jurisdiction in which such services are to
be provided.

The Prohibited Legal services comprise a broad range of services including but not limited to:

o Actingin an Advisory Role: legal advisory services might include a wide and diversified range
of service areas including both corporate and commercial services to audit subject entities,
such as:

i. Contract support.
ii. Supporting an audit subject entity in executing a transaction.
iii. Mergersand acquisitions.
iv. Supporting and assisting an audit subject entity’s internal legal department.
v. Legal due diligence and restructuring
o  Actingas General Counsel
o Actingin an Advocacy Role (resolving or negotiating in a dispute or litigation)

The Prohibited Litigation support services comprise a broad range of services including but not
limited to:

o Actingas a witness, including an expert witness.

o Litigation support services involving estimating damages or other amounts that affect the
financial statements

o  Calculating estimated damages or other amounts that might become receivable or payable
as the result of litigation or another legal dispute

o Assistance with document management and retrieval in relation to a legal dispute or
litigation.

Prohibition on provision of the non-audit service

An auditfirm or a network firmshall not provide Legal and litigation supportservices to an audit subject
entity.
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Meaning and examples

The prohibited Human resource and recruiting services comprise a broad range of services including

but not limited to:

Performing negotiations for a subject entity as part of a recruiting service

Recruiting services for a position at the subject entity as director or officer, or for a senior
management position that can exert significant influence over accounting records or the financial
statements

Developing job descriptions.

Developing a process for identifying and selecting potential candidates.
Searching for or seeking out candidates.

Screening potential candidates for the role by:

o Reviewing the professional qualifications or competence of applicants and determining their
suitability for the position.

o Undertaking reference checks of prospective candidates.
o Interviewing and selecting suitable candidates and advising on candidates’ competence.

Determining employment terms and negotiating details, such as salary, hours and other
compensation.

Setting the organizational structure.

Cost control

Prohibition on provision of the non-audit service

An audit firmor a network firm shall not provide Human resource and recruiting services to an audit

subject entity.
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Meaning and examples

Internal audit services involve assisting the audit subject entity in the performance of its internal audit

activities. Internal audit activities might include:

Monitoring of internal control - reviewing controls, monitoring their operation and recommending
improvements to them.

Examining financial and operating information by:

o Reviewing the means used to identify, measure, classify and report financial and operating
information.

o Inquiringspecificallyintoindividual itemsincluding detailed testing of transactions,balances, and
procedures.

Reviewing the economy, efficiency and effectiveness of operating activities including non-financial
activities of an entity.

Reviewing compliance with:
o Laws and regulations and other external requirements.

o Management policies, directives, and other internal requirements.

The prohibited internal audit services comprise a broad range of services including but not limited to:

Designing, implementing, monitoring, and maintaining internal control or risk management
procedures related to the preparation and/or control of financial information or designing and
implementing financial information technology systems (subject to a one-year cooling-in period)

Setting internal audit policies or the strategic direction of internal audit activities.
Directing and taking responsibility for the actions of the entity's internal audit employees.
Deciding which recommendations resulting from internal audit activities to implement.

Reporting the results of the internal audit activities to those charged with governance on behalf of
management.

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

Performing outsourced internal audit services, comprising all or a substantial portion of the internal
audit function, where the firm or network firm is responsible for determining the scope of the
internal audit work; and might have responsibility for one or more of the matters noted above.

Prohibition on provision of the non-audit service

An audit firm or a network firm shall not provide Internal audit services to an audit subject entity.
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Meaning and examples

Services related to IT systems include the design or implementation of hardware or software systems.
The IT systems might:

e Aggregate source data.
e Form part of the internal control over financial reporting; or

e Generate information that affects the accounting records or financial statements, including related
disclosures.

However, the IT systems might also involve matters that are unrelated to the audit subject entity's
accounting records or the internal control over financial reporting or financial statements.

Prohibition on provision of the non-audit service

An audit firm or a network firm shall not provide Information technology systems services to an audit
subject entity.



Attachment 9: Corporate finance services

1. Meaning and examples

The prohibited corporate finance services comprise a broad range of services including but not limited

to:

e Assisting an audit subject entity in developing corporate strategies.

e |dentifying possible targets for the audit subject entity to acquire.

e Advising ondisposal transactions.

e Assistingin finance raising transactions.

e Providing advice on the structuring and restructuring of a corporate finance transaction or on

financing arrangements that will directly affect amounts that will be reported in the financial

statements on which the firm will express an opinion, including but not limited to:

o

Providing preliminary general advice on the options and choices available to management or
stakeholders of an entity facing urgent financial or other difficulties.

Undertaking a review of the business of the entity with a view to advising the entity on liquidity
management or operational restructuring options.

Advising on the development of forecasts or projections, for presentation to lenders and other
stakeholders, including assumptions.

Advising the entity on how to fund its financing requirements, including equity and debt
restructuring programs.

Participating in the design or implementation of an overall restructuring plan including, for
example, participating in the preparation of cash flow and other forecasts and financial models
underpinning the overall restructuring plan.

e Services linked to the financing, capital structure and allocation, and investment strategy of the

audit subject entity

e Promoting,dealingin or underwriting the entity's or a related entity's securities.

e Having custody of assets of the entity or a related entity, including taking temporary possession of

securities purchased by the entity or a related entity.

e Advising the entity or a related entity on other corporate finance matters where:

o

the effectiveness of the advice depends on a particular accounting treatment or presentationin
the financial statements.

the outcome or consequences of the advice has or will have a material effect on the financial
statements; and

the engagement team has reasonable doubt as to the appropriateness of the related accounting
treatment or presentation under the relevant financial reporting framework.

2. Prohibition on provision of the non-audit service
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An audit firm or a network firm shall not provide corporate finance services to an audit subject entity.



Attachment 10: Prohibited Interests, Relationships and Actions

Prohibited Interests, Relationships and Actions might create a breach of independence, and an audit firm

shall refuse engaging with or withdraw from an engagement with a subject entity with a breach may occur.

Prohibited interests, relationships and actions include but are not limited to the following:

\cting wh flict of interest . fessional or busi ud :

Participating in an audit team if an immediate family member is, or was during the engagement period,
a director or officer of the subject entity or an employee able to exert significant influence over
accounting records or financial statements of the subject entity

Participating in an audit team if, during the period covered by the audit report, an individual served as a
director or officer of the audit subject entity or was an employee able to exert significant influence over
the accounting records or financial statements.

Significantconnections between a firmand a former partner or auditteam member who is now employed
by an audit subject entity.

Long association with the subject entity, including serving as an Engagement Partner, Engagement
Quality Control Reviewer, Key members of the audit engagement team, or other Key Partners at the
Statutory Auditor subject to specified cooling-off periods. Partners on a cooling-off period due to long
association are prohibited from:

o Being on the audit engagement team.
o Providing quality control.

o Consulting with the subject entity or engagement team on technical or industry-specific issues,
transactions or events affecting the audit engagement.

o Leading or coordinating the professional services provided to that subject entity.
o Overseeing the relationship with the subject entity; or

o Undertakingany other roleor activityinvolving frequentinteraction with senior management or those
charged with governance of the subject entity, or direct influence on the outcome of the audit
engagement”

Direct erial indirect busi | financial relationshi
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Audit firms may not have any direct or material indirect business and financial relationships with the
entity, its parent, officers, directors, or significant shareholders. Thus, audit committees should consider
whether the company has implemented processes that identify such prohibited relationships.

Any form of creditor/ debtor relationships including but not limited to banking, broker-dealer, futures
commission merchant accounts services, insurance products and interests in investment companies.

Material loans, or guarantees for a loan, from a subject entity that is not a bank or similar institution.
Gifts and hospitality from the subject entity that are other than trivial and inconsequential.

Offering or encouraging others to offer inducements or accepting or encouraging others to accept
inducements, that the auditor considers is made with the intent to improperly influence the behavior of
the recipient or another individual

Contingent fees and commissions or similar benefits for provision of services are prohibited and audit
committees should not approve engagements that remunerate an independent auditor on these bases.
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