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REQUEST FOR COMMENTS

The Committee for Auditor Ethics (CFAE) and the Independent Regulatory Board for
Auditors (IRBA) approved the release of the exposure drafl, Rules Regarding Improper
Conduct and the Code of Professional Conduct for Registered Auditors (the Code) for
publication in November 2009.To ensure that all relevant stakeholders are consulted and to
streamline the consultation process, interested and affected stakeholders are invited to submit
written comments to the IRBA, The Committee for Auditor Ethics (CFAE) will consider
comments received on the proposed Code prior to adoption of the final Code. All comments
received will be regarded as being on public record unless confidentiality is requested.

Please submit written comments, preferably by e-mail, or on a computer disk to:
The Director-Standards

Independent Regulatory Board for Auditors

P O Box 751595

Gardenview

2047

For Attention: Mrs S D van Esch

E-mail: svanesch@irba.co.za
Fax: + 27 86 575 6535

Enquiries should be directed to Mrs S D van Esch
Tel: + 27 87 940 8871
Fax: + 27 86 575 6533

E-mail: svanesch@irba.co.za

Copies of this exposure draft may be downloaded free-of-charge from the IRBA website at
hitp:/iwww.irba.co.za

The mission of the IRBA is to endeavour to protect the financial interests of the South
African public and international investors in South Africa throngh the effective and
appropriate regulation of audits conducted by registered auditors, in accordance with
internationally recognised standards and processes.

Copyright © November 2009 Independent Regulatory Board for Auditors

All rights reserved. Permission is granted to make copies of this work provided that such
copies, in whichever format, are for the purpose of registered auditors discharging their
professional duties, for use in academic classrooms or for personal use and provided such
copies are not sold for income and provided further that each copy bears the following credit
line: “Copyright © by the Independent Regulatory Board for Auditors. All rights reserved.
Used with permission of the IRBA.” Otherwise, written permission from the Independent
Regulatory Board for Auditors is required to reproduce, store or transmit this document
except as permitted by law.
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EXPLANATORY MEMORANDUM
1. Introduction

This memorandum provides background to, and an explanation of the exposure draft
Rules Regarding Improper Conduct {the Rules) and the Code of Professional Conduct
Jor Registered Auditors (the Code), approved for exposure by the Committee for Auditor
Ethics (CFAE) and the Board in November 2009.

In line with the Independent Regulatory Board’s (IRBA’s) legislative mandate, the
IRBA’s objectives are to create the framework and principles to confribute to the
protection of members of the public who rely on the services of registered auditors, and
to support registered auditors who carry out their duties competently, fearlessly and in
good faith, The goal is to help create an ethical, value-driven financial sector that
encourages investment and confidence and promotes sound practices by developing and
maintaining ethical standards which are internationally comparable.

The proposed Rules and Code will replace the existing “Old Disciplinary Rules - Rules
2.1.1 1o 2.1.21 (the Old Disciplinary Rules)” and the “IRBA Code™ and discharges the
responsibilities of the CFAE contained in section 21 of the Auditing Profession Act, No.
26 of 2005 (the Act), to determine what constitutes improper conduct by registered
auditors and by developing requirements and guidelines for professional ethics,
including a code of professional conduct.

The CFAE welcomes comments on these Rufes and the Code.
Comments should be received by 31 March 2010,
2. Background

Section 20 of the Act empowers the IRBA to establish the CFAE, The functions of the
CFAE are specified in section 21 of the Act, which requires the CFAE to assist the IRBA
to:

¢ Determine what constitutes improper conduct by registered auditors by
developing requirements and guidelines for professional ethics, including a code
of professional conduct;

* Interact on any matter relating to its functions and powers with professional
bodies and any other body or organ of state with an interest in the auditing
profession; and

¢ Provide advice to registered auditors on matters of professional ethics and
conduct.

The CFAE determined the following as guiding principles to be followed in the revision
of the existing O/d Disciplinary Rules and IRBA Code:

» Raising awareness of ethical behaviour,

¢ Promoting ethical behaviour and discouraging unethical behaviour.
+ Facilitating social integration.

¢ Providing guidance on ethical decision-making.

The CFAE recognises that trust is the underlying core value in the relationship between
the auditors and their clients and other stakeholders. The Proposed Code and Rules seek
to enhance the trustworthiness of the auditing profession and motivated the revision of
the existing Old Disciplinary Rules and IRBA Code.
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3. Adoption of Revised IFAC Code of Ethics (2009)

After careful consideration and the completion of a mapping exercise between the
existing IRBA Code to the Revised IFAC Code of Ethics for Prafessional Accountants
(July 2009} (the Revised IFAC Code) published by the International Federation of
Accountants (IFAC), the CFAE has determined that it is appropriate for the IRBA to
adopt Parts A and B, and the related Definitions, contained in the Revised IFAC Code in
their entirety, as these relate to professional services provided by registered auditors (as
defined). Part C of the Revised IFAC Code has not been adopted as it provides for ethical
conduct of Professional Accountants in Business.

IFAC's copyright permissions policy permits medifications to the JFAC Code to
accommodate jurisdictional requirements in different countries. Consequently, more
stringent requirernents in the existing IRBE4 Code are incorporated into the relevant
sections in Parts A and B of the Code. References to “professional accountants” in the
IFAC Code have been replaced throughout with a reference to “registered auditors” (as
defined) as the IRBA only repulates registered auditors. All such modifications are

reflected by wnderlining and italics.

The “Old Disciplinary Rules” setting out what constitutes Improper Conduct by, and
Punishment for, a registered auditor have been revised and are exposed for commment here
as the “Rules Regarding Improper Conduct”.

The CFAE decision to adopt the parts of the IFAC Code indicated was based on the
outcome of the mapping exercise and the following considerations:

3.1  The G20 Finance Ministers and Central Bank Governors (of which South Africa
is a member body) has recommended worldwide convergence of auditing and
accounting standards. The International Ethics Standards Board (the IESBA) of
IFAC has similarly urged professional bodies and regulators of accountants and
auditors worldwide to adopt the Revised IFAC Code, modified as necessary for
jurisdictional requirements. The adoption of the Revised IFAC Code aligns with
the statutory responsibilities of the IRBA to develop standards that are
internationally comparable, and supports the commitment of the auditing
profession in South Affica to ensure that the South African economy continues to
participate in the global marketplace as a highly respected player.

3.2 The Revised IFAC Code embodies years of intellectual capital of the auditing and
accounting profession in its development with input from the auditing profession
and broader public around the world. It represents a significant effort by IFAC to
enhance the credibility of the auditing and accounting profession around the
world as it codifies very high standards of ethical behaviour expected to be
applied.

3.3  South Africa has a long history of working with IFAC in the development of
auditing, accounting and ethics standards. South Africa was represented on the
IESBA and Task Groups working on the development of the Revised IFAC Code
which reflects this ongoing commitment and enabled the perspectives of the
auditing profession in South Africa to be considered by the IESBA during the
drafting of the Revised IFAC Code.

3.4  The preamble to the existing IRBA Code indicates that the present IFAC Code of
Ethics, adopted by the South African Institute of Chartered Accountants (SAICA)
with effect from January 2003, “will provide useful guidance to registered
auditors”. Consequently registered auditors have, since January 2003, been
familiar with the conceptual framework regarding threats and safeguards
contained in the IFAC Code.
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3.5 The Intemnational Auditing and Assurance Standards are underpinned by the
requirement for auditors using those standards to comply with the IFAC Code. As
a consegquence of the Board adopting the ISAs as the standards to be applied in
South Africa from January 2005, registered auditors are already familjar with the
conceptual framework regarding threats and safeguards contained in the IFAC
Code. ’

4. Drafting conventions
Conceptual framework

Part A of the Code establishes the fundamental principles of professional ethics for
registered auditors and provides a conceptual framework for complying with those
principles. Part B of the Code describes how the conceptual framework is to be applied
in specific situations. In all cases, the objective to be achieved, as outlined in the
conceptual framework, is for the registered auditor to comply with the fundamental
principles. In doing so, the registered auditor will either take the actions prescribed in the
Code to address the circumstance or relationship described in the Code that creates a
threat to compliance with the fundamental principles or, when the Code does not address
the specific circumstance or relationship, identify and evaluate threats to compliance
with the fundamental principles. If the threats are not at an acceptable level, apply
safeguards to eliminate the threats or reduce them to an acceptable level.

Moudifications to the Revised IFAC Code

4.1  The Status of the Code and Joint and Vicarious Liability provisions contained in
the existing IRBA Code have been retained, and are slightly modified to
accommodate the adoption of the Revised IFAC Code.

4.2 The term “professional accountants” in the Revised IFAC Code has been replaced
throughout with a reference to “registered auditors” as the IRBA regulates only
individual registered auditors and their firms (as defined) in the Code and the Act.

4.3 The Code identifies a requirement by usc of the word “shall” and thus brings the
language in the Code in line with that adopted by the IAASB in the ISAs for
identifying “Requirements” in individual ISAs. Provisions in the existing JRBA
Code that are intended to convey requirements ofter used the word "should" and
have been replaced with the word “shall” where such requirements have been
incorporated into the Code, The revised Code requires registered auditors to
comply with all provisions denoted by the word “shall,” unless compliance is
prohibited by law or regulation or an exception is permitted by the Code.

44  The changes to the IFAC Code to address perceptions that in many instances the
tenn “‘consider” could be seen by some as being less robust than intended
accommodates the more stringent provisions in the existing changes to the Code
and is consistent with the following principles of drafting:

s “Consider” will be used where the accountant is required to think about
several matters;

s “Evaluate” will be used when the accountant has to assess and weigh the
significance of a matter; and

»  “Determine” will be used when the accountant has to conclude and make
a decision.

These conventions are consistent with the definitions of those words found in
standard dictionaries.

4.5 New definitions, modifications to definitions in the Revised IFAC Code and
definitions retained from the existing [RBA Code have been added to

Page vi
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accommodate more stringent South African requirements or regulatory
requirements in the Code including:

» Act;
» Board;
¢ (Client;

s Client account;

s Client monies;

»  Director or officer;

¢ Firm;

» Professional services;

s Professional; and

* Registered anditor and a registered auditor in public practice.

4.6  Specific requirements from the existing IRBA Code have been incorporated into
the following sections of the Code:

* Part A: sections 130, 140 and 150;
e Part B: sections 210, 240, 250 and 270;

s Part B: section 290; Modifications to paragraphs: 290.106, 290.114,
290,116, 290.121, 290.122, 290.151, 290.155, 290.213, 290.220, 290.222
and 290.502; and

s Part B: section 291: Modifications to paragraphs 291.109, 291.116 and
291.117. ‘

Madifications to the Rules Regarding Improper Conduct

4.7  The Rules now incorporate Definitions pertaining to terms used therein as they
will stand as a separate section in the IRBA Manual of Information, preceding the
Code.

4.8  Improper conduct now includes: “without reasonable cause or excuse, failure to
comply with:
4.8.1 Any Auditing Pronouncements prescribed by the Board; and

4.8.2 Any of the provisions of the Code. Footnotes in the Code arc
regarded as an integral part of the Code for the purposes of the Rules.

49  References to “accountant” are deleted as the Rules now apply only to registered
auditors (as defined) in the Act and as contained in the provisions of the Code.

5. Effective Date

The effective date of implementation of the Code is still to be determined. Comments
received in this regard will be considered by the CFAE in determining the effective date.

6. Guide for Commentators

The CFAE welcomes comments on the proposed revisions. Comments are most helpful when
they refer to specific paragraphs, include the reason for the comments and, where appropriate,
make specific suggestions for any proposed changes to wording to enable the CFAE to fully
appreciate the respondent’s position. Where a respondent agrees with proposals in the
exposure draft (especially those calling for a change in current practice), it will be helpful for
the CFAE to be made aware of this view.

Page vii
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RULES REGARD]NG IMPROPER CONDUCT

These Rules Regarding Improper Conduct (“these Rules”) repeal and replace the “Old”
Disciplinary Rules 2.1 to 2.1.21 referred to in section 59(8)(c). These Rules are prescribed by
the Board under section 4(1)(c) <from the effective date'>.

1. Definitions
1.1. In these Rules, the terms below have the meanings assigned to them -

1.1.1  *Act” means the Auditing Profession Act, No. 26 of 2005 and any
expression used in these Rules which is defined in the Act bears, unless
the context indicates the contrary, the meaning assigned to it in the Act;

1.1.2  *“Board” means the Independent Regulatory Board for Auditors
established in terms of section 3;

.13 “Code” means the Code of Professional Conduct prescribed by the
Board under section 4(1)(c});

1.1.4  “firm”, in the context of these Rules, means:

(a) A firm registered with the Board as a registered auditor in terms of
section 38 including;

(i) parinerships of which all partners are themselves
registered auditors;

(ii) sole proprietors where the proprietor is a registered
auditor; and

(i) a company incorporated and registered under the
Companies Act that complies with section 38(3) of the
Act and inter alia, where only individuals who are
registered auditors are shareholders, where every
shareholder is a director and every director is a
shareholder;

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

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

1.1.5  “professional services” in the context of these Rules means services
requiring accountancy or related skills performed by a registered auditor
including accounting, auditing, taxation, management consulting and
financial management services. These are regarded as relating to, but not
limited to;

(8) Audit and other assurance services:

(i)  Financial statement audit and reviews, other assurance
services such as regulatory reporting, sustainabifity and
performance reporting;

(i) Company accounting advisory services such as
preparation of accounting records and financial statements
in accordance with recognised financial reporting
standards and applicable statutes; and

(iif) Company statutory services;

' To be determined post exposure for public comment

Page|1
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1.2,

1.3.

14.

1.1.8

(b) Taxation services:

(c)

®

Tax return preparation, tax calculations for the purpose of
preparing accounting entries, tax planning and other tax
advisory services, and assistance in the resolution of tax
disputes relating to corporate tax, indirect tax and
international tax matters;

Advisory services:

®

(i)

(iif)

(iv)

)

(vi)

{vii)

(viii)

Accounting advisory and financial management advisory
services: accounting support, conversion services for new
and revised accounting standards, financial modeling and
project management;

Business performance services: business effectiveness,
people and change management, operational and business
finance;

Internal audit: risk and compliance services, review and
monitoring of internal controls, risk management,
compliance services, corporate govemance and audit
committee advisory services;

Corporate finance services: mergers and ecquisitions,
valuations, infrastructure financing, debt and capital
markets - due diligence reviews, trangaction services and
designated advisor services to listed companies;

Corporate recovery services: liquidation and insolvency
administration, curator bonis, administration of deceased
estates, judicial management and trusteeships;

Financial risk management services: actuarial services,
banking and risk advisory, regulatory and compliance
services, technical accounting;

IT Advisory: security, privacy and continuity, enterprise
resource planning; information system audit services, IT
project advisory, govemance and performance;

Forensic services: dispute advisory, ethics and integrity
monitoring, fraud risk management, intellectual property
and other investigations and regulatory compliance.

“registered auditor”, in the context of these Rules, means an individual
or firm registered as an auditor with the Board;

“registered auditor in public practice”, in the context of these Rules,
means a registered auditor that provides professional services as defined
above.

“these Rules” means the Rules Regarding Improper Conduct prescribed
under section 10(1) and includes these definitions; and

Any reference to any section in these Rules is a reference to the corresponding
section in the Act;

These Rules shall, wherever possible, be construed in conformity with the Act;

and

The headings to and any footnote in these Rules shall be taken into account in the
interpretation of these Rules.

Page |2
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2. Improper Conduct

The Board is obliged by section 48 to investigate and deal with any complaint, charge or
allegation of improper conduct against a registered auditor which may be laid before it,
and is empowered to impose any of the prescribed sanctions set out in section 51(3) and
Disciplinary Rule 8.1 and 8.2, in respect of any improper conduct. While the acts or
omissions specified in the following paragraphs are not intended io be a complete list of
acts or omissions which could constitute improper conduct on the part of a registered
auditor and which are punishable in accordance with the provisions of the Act and
Disciplinary Rules, a registered auditor shall be guilty of improper conduct if such
registered anditor —

2.1

2.2

2.3

24

2.5

2.6

27

2.8

29

2.10

contravenes or fails to comply with any provision of the Act with which it is their
duty to comply;

contravenes or fails to comply with any provision of any other Act with which it is
their duty to comply in their capacity as registered auditor to an entity or in
providing professional services;

commits any offence involving dishonesty, and in particular (but without prejudice
to the penerality of the foregoing) theft, fraud, forgery or uftering a forged
document, perjury, bribery or corruption;

is dishonest in the performance of any work or duties devolving upon them in
relation to —

24.1 any professional services or duties by a registered auditor; or
242 any office of trust which they have undertaken or accepted;

without reasonable cause or excuse, fails to comply with any Auditing
Pronouncements prescribed by the Board;

without reasonable cause or excuse, contravenes or fails to observe any of the
requirements of the Code;

without reasonable cause or excuse, fails to perform any professional services or
duties with such a degree of professional competence, due care and skill as in the
opinion of the Board may reasonably be expected, or fails to perform the
professional services or duties at all;

with intent to evade or to assist any other person to evade any tax, duty, levy or

rate whatsoever (whether the same be payable to the Government or to a

provincial government or to a local authority or to any other body or authority in

the Republic) ~

28.1 knowingly or recklessly prepares or makes, or assists any other person to
prepare or make, any false statement (whether such statement be oral or
in writing); or

282  signs any false statement in relation thereto recklessly or knowing it to
be false; or

2.8.3  knowingly or recklessly prepares or maintains any false books of
accounts or other records;

permits their name to be used in connection with any estimate of earnings
contingent upon future transactions in a manner which may lead to the belief that
they vouch for the accuracy of the estimate;

seeks, either before or during the period of training of a trainee accountant, to
impose any restraint whatever on the trainee accousntant concemed which will
apply after the date of termination of the training period, or threatens or attempts

Page|3
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2.11

2,12

2.13

2.14

2.15

2.16

2.17

to enforce any such restraints after such date. The provisions of this rule will not,
however, apply so as to prohibit a registered auditor from seeking to restrain a
trainee accountant, for a period of not longer than one year from the date of the
trainee's ceasing to be employed by the registered auditor, from soliciting for
professional services from an existing client of that registered auditor or from
accepling an engagement of any kind from an existing client of that registered
auditor;

directly or indirectly stipulaies or receives from a trainee accountant who is or has
been serving under a training contract, or from any other person, any payment,
reward, compensation or consideration for agreeing to the canceflation of such
training contract - provided that it shall not be deemed a breach of this rule if a
registered auditor requires to be or is reimbursed in respect of disbursements
actually made by them to the Board in connection with a iraining contract which is
subsequently cancelled, and of which disbursements they are able to produce proof
to the satisfaction of the Board;

without reasonable cause or excuse, fails to answer or to deal with appropriately
within a reasonable time any correspondence or other communication from the
Board or any other person which reasonably requires a reply or other response;

without reasonable cause or excuse, fails to comply within a reasonable time with
an order, requirement or request of the Board;

without reasonable cause or excuse, fails to resign from a professional
appointment when requested by the client to do so;

without reasonable cause or excuse, fails after demand to pay any subscription or
any fee, levy or other charge payable to the Board;

abandons their public practice without previous notice to their clients and without
arranging with the clients for the despatch of the clients’ business or the care of the
clients’ property in their possession or under their control; or

without reasonable cause or excuse, conducts himself or herself in a manner which
tends to bring the auditing profession into disrepute.

Page|4
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CODE OF PROFESSIONAL CONDUCT FOR REGISTERED AUDITORS

CODE OF PROFESSIONAL CONDUCT FOR

REGISTERED AUDITORS
CONTENTS

Page
1: PREFACE ....... erseresiessraenns crerreraresestnans crrranes ceereresnresncessanns SO
2: STATUS OF THE CODE .....cc.c.cvnvevrernnnene ceressereesancerenns crvesscnsessvessesesnsesnnnies]
3: JOINT AND VICARIOUS LIABILITY....ccco0nnenrereens teevevenasessarasnresanrernrasnonen of
4: DEFINITIONS 9
PART A: GENERAL APPLICATION OF THE CODE 19
100  Introduction and Fundamental PrifCIpIEs ..........coievmecccmscsenssirinsssanssesssensssssssens 20
110 IDMERTILY v rcnnrestersessebaesansessmenrsnsenses v st re e e A s 25
I20  OBJECHIVILY ooveniiccccenreremrinenes s cesesesessvssnssesssssrsassstnnsnsassaseseuesesssusmssesanssussnssassannins 26
130 Professional Competence and Due Care ... viienieencreecmresssssermennsasscrsssinens 27
140 Confidentiality .......cccoreceimnnoniesieimiseasssoa s s sseenes cervrnsemaaseseasesnenrens 28
150 Professional BehavioUr .........coeeicienriiinossoncnc s csssessssesnsrssnsasssssessssvssasmes 30
PART B: REGISTERED AUDITORS IN PUBLIC PRACTICE 32
200 INITOGUCHION ....oiveeiecvce et teccr vt rerts s e seesrasessbssee ot s smnaraecs et eet e assonnsenorressresssnsares 33
210 Professional APPOINIMEDL ......c.cccoveeeiereireereesrnerars s stesassssneseseesaasassassessssssonsssenan 38
220 Conflicts OF INLEIESE .....ccuiiiveeiiirinrerscieniereneesenerreeseeccsesnsnrressesarsstinsssesassasnsonesassasann 41
230 Second OPITUHONS .....ceeirienimeieeoesiserere riosesnesmssessssssssssssasssscssssessssssssssssssrsssoseses 43
240 Fees and Other Types of REMUNEIAtON ........cocovrmvrerimimmis i iiisininsieenissesssesens 44
250  Marketing Professional SEIVICES ....ccrrimeeirrerriererecinnmrssrceceressescssesarassssssrsssssasassnns 46
260  Gifts and HOSPHALLY ....cccoemieeerecercecreenn s crencencnreanasassrsssesssbosssesaenssessssssssanses 47
270  Custody of Client Assets 48
280 ObJectivity — Al SEIVICES c.ooneieereeersrrersnnesesisesesseversesssesssossrsnasstssssrasssessaresesansnens 50
290 Independence — Audit and Review Engagements ......c.ccvvureeeersseosesisonsercesesreossanssins 51
291 Independence — Other Assurance Engagements .....coiercimsssesicsnsmssmsssssssisnsasenacsss 99
EFFECTIVE DATE 125

Copyright © July 2009 by the International Federation of Accountants (IFAC)

“All rights reserved. Used with permission of IFAC. Contact permissionsi@ifac.org for permission to
reproduce, store or transmit, or o make other similar uses of this document™,



http:permi.~.Yions((Nwc.org

16 No. 32742

GOVERNMENT GAZETTE, 27 NOVEMBER 2009

1.
1.1.

1.2.

1.3

1.4.

L5.

CODE OF PROFESSIONAL CONDUCT FOR REGISTERED AUDITORS

PREFACE

The_Independent Regulatory Board for Auditors (the Board) is required to prescribe
Standards of Professional Competence, Ethics and Conduct of registered auditors.
The Committee for Auditor Ethics (CFAE) of the Board is established in terms of

section 21(1) of the Auditing Profession Act No. 26 of 2005 (the Act). Section 21¢2)
requires the CFAE to assist the Board:

(a) “to_determine what constitutes improper conduct by registered auditors by
developing rules and puidelines for professional ethics, including a code of
professional conduct;

b) to interact on any matter relating to its fimetions and powers with professional

bodies and any other organ of state with an interest in the auditing profession;
and

(c) to provide advice to registered auditors on matters rofessional ethics and
conduct”,

In_response to_global convergence initiatives the Proposed Code of Professional
Conduct for Registered Auditors (this Code) is based on Parts A and B of the IFAC

Code of Ethics for Professional Accountants (Revised July 2009) (the IFAC Code)

which is adopted by the Board and adapted with copvright permission fiom IFAC as

necessary, to establish ethical requirements for registered auditors.

The IFAC Code of Ethics for Professional Accountants (the IFAC Code) establishes
ethical requirements for professional accountants fincluding registered auditors). A
member body of IFAC or firm shall not apply less stringent standards than those
stated in the IFAC Code. However, if a member body or firm is prohibited from
complying with certain parts of the IFAC Code by law or regulation, they shall
comply with all other parts of the IFAC Code.

Some jurisdictions may have requirements and guidance that differ from those
contained in this Code. Professional accountants {including registered aunditors) in
those jurisdictions need to be aware of those differences and comply with the more
stringent requirements and guidance unless prohibited by law or regulation. The
existing IRBA Code of Professional Conduct has a number of additional sections
which were either of local application or represent an amplification of provisions in
the IFAC Code. Those comprising more stringent requirements that apply to all
registered auditors in_South Africa are incorporated in the relevant sections in Part 4
and Part B where they are underlined and in italics. Amendments incorporated in
Parts A and B form an_integral part of this Code. Registered auditors need to be
aware of those differences and comply with the more stringent requirements and

guidance in the Proposed Code unless prohibited by law or regulation. The
adaptation_has resulted in a reordering and renumbering of those sections of this

Code.

The Board regulates only individual registered auditors and firms registered with the
Board. Part C of the IFAC Code comprises reguirenments for Professional

Accountants in Business, which is regarded bv the CFAE as _not applicable to
registered auditors and gccordingly does not form part of this Code and is not

included.
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2. STATUS OF THE PROPOSED CODE
In iem,s; of g&g ggwgrg ﬂa;ygd fo gg by secti _r_x,g 4 ggd 2,{ gt g&g Ag{, g‘gg Board has

st It replaces the existii e of Profe i / which is repeal
nd r ed <from the effecti tel>. This Codi n ot the scope of t,
ct or the Rl ing Improper it

2.2, The spirit of this Code is at least as important as the letter and a breach of, or

Ly
fo observe any of the provisions of this Code, may be regarded as improper conduct
within the ambit of section 21 of the Act or of the Rules Regarding Improper Conduct

an such will be investigated if appropriate charged in terms of section 48
the Act,

2.3. Except where otherwise indicated, the Code is applicable to all registered auditors.

3 JOINT AND VICARIQUS LIABILITY
An_individual registered auditor or firm registered with the Board may be held

responsible for a breach of or failure to comply with this Code on_the part of all

persons who are-
{a)  theregistered auditor’s or the firm's emplovees; or

) r the registered auditor’s or the firm's supervisi

(c)  theregistered auditor's or the firm s partners: or

(d) ellow shareholders in_or directors or emple ompany conty
the individual registered auditor, or the individual registered auditor

his/her partners, or the individual registered auditor and his/her fellow
shareholders and directors (where the registered firm operates as a company)

and offering pr ional services to th ? oses of thi
company will be deemed to be controlled by registered auditors if registered
auditors between th Id_directly or indirectly, n the votin,

iehts aitached to the shares of the company or directly or indirectly ar

either alone or together with anvone else are entitled to exercise the de facto
right to control the manner in which the business of the company is carried
on) including, but without limitation, the right to appoint the majority of the
persons entitled to exercise control over its management and affairs; or

(e) ellow registered auditors in, or emplo a_close corporation or other

enti ‘olled by the registered auditor or the registered auditor is/her

artners and offering professional services to bl or put s of this

Code, a close corporation or other entity will be deemed to be controlled by
registered auditors i istered auditors em hold an interest i

close corporation or other entity which would entitle them to a majority vote at
a_meeting of members of the close corporation or other entity. or would

' The effective date will be determined post exposure for public comment
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otherwise entitle them to exercise the de facto right to control the manner in
which the business of the close corporation or other entity is carried on.)

3.2. A registered auditor may not, under the guise or through the medium of a partnership,
company, close corporation or any other entitv, do anvthing or allow anything to be
done which that registered auditor or the firm would not be permitted to do as an
individual registered auditor or firm.

3.3, A registered auditor may not permit others to carry out on that registered audilor's or

the firm’s behalf, either with or without remuneration, acts which, if carried out by

that registered auditor or the firm, would constitute a contravention of this Code
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DEFINITIONS

In this Code, unless the context indicates otherwise, the following expressions or terms have
the meanings assigned to them.

Acceptable A level at which a reasonable and informed third party would be likely to

level conclude, weighing all the specific facts and circumstances available to
the registered auditor at that time, that compliance with the fundamental
principles is not compromised.

Act The Auditing Profession Act, 2005 {Act No. 26 of 20035).

Advertising The communication to the public of information as to the services or skills
provided by registered auditors with a view to procuring professional
business,

Assurance The responsible party that is the person (or persons) who:

client (a) In a direct reporting engagement, is responsible for the subject matter;

or

(b) In an assertion-based engagement, is responsible for the subject matter
information and may be responsible for the subject matter.

Assurance An engagement in which a registered auditor expresses a conclusion

engagement designed to enhance the degree of confidence of the intended users other than
the responsible party about the outcome of the evaluation or measurement of
a subject matter against criteria.

(For guidance on assurance engagements see the International Framework for
Assurance Engagements issued by the International Auditing and Assurance
Standards Board which describes the elements and objectives of an assurance
engagement and identifies engagements to which International Standards on
Auditing (ISAs), International Standards on Review Engagements (ISREs)
and International Standards on Assurance Engagements (ISAEs) apply.)
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Assurance team (a) All members of the engagement team for the assurance engagement;

(b) All others within a firm who can directly influence the outcome of
the assurance engagement, including:

(i) those who recommend the compensation of, or who provide
direct supervisory, management or other oversight of the
assurance engagement partner in connection with the
performance of the assurance engagement;

(ii) those who provide consultation regarding technical or industry
specific issues, transactions or events for the assurance
engagement; and

(iii) those who provide quality control for the assurance engagement,
including those who perform the engagement quality control
review for the assurance engagement.

Audit client An entity in respect of which a firm conducts an audit engagement. When
the client is a listed entity, audit client will always include its related
entities. When the audit client is not a listed entity, audit client includes
those related entities over which the client has direct or indirect control.

Audit A reasonable assurance engagement in which a registered auditor
engagement expresses an opinion whether financial statements are prepared, in all

material respects (or give a true and fair view or are presented fairly, in all
material respects,), in accordance with an applicable financial reporting
framework, such as an engagement conducted in accordance with
International Standards on Auditing. This includes a Statutory Audit,
which is an audit required by legislation or other regulation.

10
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Audit team

Board

Client

Client account

Client monies

Close family

Contingent fee

G09-220290—C

(8) All members of the engagement team for the audit engagement;

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

(i) Those who recommend the compensation of, or who provide
direct supervisory, management or other oversight of the
engagement partner in connection with the performance of the
audit engagement including those at all successively senior
levels above the engagement partner through to the individual
who is the firm’s Senior or Managing Partner (Chief Executive
or equivalent);

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

(iii) Those who provide quality control for the engagement,
including those who perform the engagement quality control
review for the engagement; and

(c) All those within a network firm who can directly influence the
outcome of the audit engagement.

e, ¢ tlatory Board for Auditors established by section 3
of the Act,
A person or an undertaking to whom a registered auditor is performing or
has _perfo i ional_services including, but not limited o an

assurance client, an aundit client or q_review client,
A bank account which is used solely for the banking of cliepts’ monies.

monies, including documents of title to money such as bills o

exchange and promissory notes, as well as documents of title which can be
converted into_money such as bearer bonds, received by a registered
auditor to be held or paid out on the instruction of the person from whom

e) behalf 1 receiy
A parent, child or sibling who is not an immediate family member.

A fee calculated on a predetermined basis relating to the outcome of a
transaction or the result of the services performed by the finrm. A fee that is
established by a court or other public authority is not a contingent fee.
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Direct financial
interest

Director or
officer

Engagement
partner

Engagement
quality control
review

Engagement
team

Existing auditor

External expert

A financial interest:

e Owned directly by and under the control of an individual or entity
(including those managed on a discretionary basis by others); or

. 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.

A director or officer includes:

«  Those charged with the governance of an entity, or acting in an
equivalent capacity, regardless of their title, which may vary from
jurisdiction to jurisdiction; and

. A director or officer of a company appointed in accordance with the
Companies Act 1973 in South Afvica, or in the case of a public entity

or government department, the individual with the equivalent position

appointed in accordance with the Public Finance Management Act or

Municipal Finance Management Act.

The partner or other person in the firm who is responsible for the
engagement and its performance, and for the report that is issued on behalf
of the firm, and who, where required, has the appropriate authority from a
professional, legal or regulatory body.

A process designed to provide an objective evaluation, on or before the
report is issued, of the significant judgments the engagement team made
and the conclusions it reached in formulating the report.

All parmers and staff performing the engagement, and any individuals
engaged by the firm or a network firm who perform assurance procedures
on the engagement. This excludes external experts engaged by the firm or
a network firm.

A registered auditor currently holding an audit appointment or carrying
out accounting, taxation, consulting or similar professional services for a
client.

An individual (who is not a partner or a member of the professional staff,
including temporary staff, of the firm or a network firm) or organisation
possessing skills, knowledge and experience in a field other than accounting
or auditing, whose work in that field is used to assist the registered auditor in
obtaining sufficient appropriate evidence.
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Financial
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which the
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An interest in an equity or other security, debenture, loan or other debt
instrument of an entity, including rights and obligations to acquire such an
interest and derivatives directly related to such interest.

A structured representation of historical financial information, including
related notes, intended to communicate an entity’s economic resources or
obligations at a point in time or the changes therein for a period of time in
accordance with a financial reporting framework. The related notes
ordinarily comprise a summary of significant accounting policies and
other explanatory information. The term can relate to a complete set of
financial statements, but it can also refer to a single financial statement,
for example, a balance sheet, or a statement of revenues and expenses, and
related explanatory notes.

In the case of a single entity, the financial statements of that entity. In the
case of consolidated financial statements, also referred to as group
financial statements, the consolidated financial statements.

A _firm registered with the Board as a registered auditor in terms of
section 38 of the Act including:

@ partnerships of which all partners are themselves registered
audjtors:

(ii) sole proprietors where the proprietor is a registered auditor;
and

(i) acompany incorporated and registered under the Companies

Act that complies with section 38(3) of the Act and inter alia,
where only individuals who are registered auditors are

shareholders, where every shareholder is a director_and
every director is a shareholder;
An entity that controls such parties, through ownership, management
or other means; and
(¢) An entity controlled by such parties, through ownership,
management or other means.

Information expressed in financial terms in relation to a particular entity,
derived primarily from that entity’s accounting system, about economic
events occurring in past time periods or sbout economic conditions or
circumstances at points in time in the past.

13
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Immediate A spouse (or equivalent) or dependent.
family

Independence  Independence is:

{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
scepticism;

(b) Independence in appearance - the avoidance of facts and
circumstances that are so significant that a reasonable and informed
third party would be likely to conclude, weighing all the specific
facts and circumstances, that a firm’s, or a member of the audit or
assurance team’s, integrity, objectivity or professional scepticism

has been compromised.

Indirect A financial interest beneficially owned through a collective investment
financial vehicle, estate, trust or other intermediary over which the individual or
interest entity has no control or ability to influence investment decisions.

This Code The Proposed Code of Professional Conduct for Registered Auditors published

by the Board.

Key audit The engagement partner, the individual responsible for the engagement
partner quality control review, and other audit partners, if any, on the engagement

team who make key decisions or judgments on significant matters with
respect to the audit of the financial statements on which the firm will
express an opinion. Depending upon the circumstances and the role of the
individuals on the audit, “other audit partners” may include, for example,
audit partners responsible for significant subsidiaries or divisions.

Listed entity An entity whose shares, stock or debt are quoted or listed on a recognized
stock exchange, or are marketed under the regulations of a recognized
stock exchange or other equivalent body.

Network A larger structure:
(a) That is aimed at co-operation; and

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

Network firm A firm or entity that belongs to a network.

14
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Office A distinct sub-group, whether organized on geographical or practice lines.

Professional Services requiring accountancy or related skills performed by a registered
services auditor including accounting, auditing, taxation, management consulting
and financial management services.

These are regarded as relating to, but not limited to,:
(&) Audit and other assurance services:

(i) Financial statement audit and reviews, other assurance

services such as regulatory reporting, sustainability and
performance reporting;

(ii) Company accounting advisory services such as preparation
of _accounting records and_ _financial _statements _in

accordance with recognised financial reporting standards

and applicable statutes; and
(iii}  Company statutory services;
(b) Taxation services:

i) Tax return preparation, tax calculations for the purpose of
preparing accounting entries. tax planning and other tax

advisory services, and assistance in the resolution of tax

disputes relating to corporate tex, indirect tax and

international tax matiers;

(c) Advisory services:

(i) Accounting advisory and financial management advisory
Vi :

services: accounti ort._conversi
and revised a tn dard, 1 } nd

project management,

(ii)  Business _performance _services: business effectivenes.
eople_and change management, operational and busi

Zznance;

i5
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(iii)

(iv)

v

v

{vii)

(viii)

Internal audit: risk and compliance services, review and

monitoring _of _imternal _controls, _risk _management,
compliance services, corporate governance and _audit
committee advisory services;

Corporate _finance _services: mergers 1d__acquisitions,
valyations, _infrastructure financing, debt and _capital

markets, due dilipence reviews, transaction services and
designated advisor services to lisied companies:

Corporate_recovery services: liquidation and insolvency

administration, _curator bonis, administration of deceased

estates. judicial management and trusteeships.

Financial risk management services: actuarial services,
banking and risk _advi regulatory _and _complia
services, technical accounting;

IT _Advisory: security, privacy and continuity, enterprise
resource planning; information system audit services, IT

project advisory, governance and performance;
Forensic_services: dispute advisory, ethics _and_integrity

monitori aud_risk management, _intellectual proper:

and other investigations and regulatory compliance,

Professional An individual “audit” professional or an individual with other professional

qualifications who is emploved by a firm and who is a member of the audit,

review or assurance engagement team, or who provides other professional
services tp clients of the firm.

Public interest (a) A listed entity; or

entity (b) An entity defined by regulation or legislation as a public interest
entity; or

(c) An entity for which the audit is required by regulation or
legislation to be conducted in compliance with the same
independence requirements that apply to the audit of listed entities.

Registered An individual or firm registered as an auditor with the Board.

auditor

Registered 4 registered auditor that provides professional services,
auditor in

public practice
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Related entity

Review client

Review
enpagement

An entity that has any of the following relationships with the client:
(a) An entity that has direct or indirect control over the client if the
client is material to such entity;

(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) An entity which is under common control with the client (a “sister
entity”) if the sister entity and the client are both material to the
entity that controls both the client and sister entity.

An entity in respect of which a firm conducts a review engagement.

An assurance engagement, conducted in accordance with International
Standards on Review Engagements or equivalent, in which a registered
auditor expresses a conclusion on whether, on the basis of the procedures
which do not provide all the evidence that would be required in an audit,
anything has come to the registered auditor’s attention that causes the
registered audifor to believe that the financial statements are not prepared,
in all material respects, in accordance with an applicable financial
reporting framework.
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Review team

Special purpose
financial
statements

Those charged
with
governance

(a) Al members of the engagement team for the review engagement;

(®)

(c)

and

All others within a firm who can directly influence the outcome of
the review engagement, including;

(@)

(ii)

(iii)

Those who recommend the compensation of, or who provide
direct supervisory, management or other oversight of the
engagement partner in connection with the performance of the
review engagement including those at all successively senior
levels above the engagement partuer through to the individual
who is the firm’s Senior or Managing Partner (Chief Executive
or equivalent);

Those who provide consultation regarding technical or industry
specific issues, transactions or events for the engagement; and

Those who provide quality control for the engagement,
including those who perform the engagement quality control
review for the engagement; and

All those within a network firm who can directly influence the
outcome of the review engagement.

Financial statements prepared in accordance with a financial reporting
framework designed to meet the financial information needs of specified
nsers.

The persons 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.
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SECTION 100

Introduction and Fundamental Principles

100.1

100.2

100.3

100.4

A distinguishing mark of the auditing profession is its acceptance of the
responsibility to act in the public interest. Therefore, a registered auditor’s
responsibility is not exclusively to satisfy the needs of an individual client. In acting
in the public interest, a registered auditor shall observe and comply with this Code.
If a registered auditor is prohibited from complying with certain parts of this Code
by law or regulation, the registered auditor shall comply with all other parts of this
Code.

This Code contains two parts. Part A establishes the fundamental principles of
professional ethics for registered auditors and provides a conceptual framework that

registered auditors shall apply to:
(a) Identify threats to compliance with the fundamental principles;

(b) Evaluate the significance of the threats identified; and

(c) Apply safeguards, when necessary, to eliminate the threats or reduce them to
an acceptable level. Safeguards are necessary when the registered auditor
determines that the threats are not at a level at which a reasonable and
informed third party would be likely to conclude, weighing all the specific
facts and circumstances available to the registered auditor at that time, that
compliance with the fundamental principles is not compromised.

A registered auditor shall use professional judgment in applying this conceptual
framework.

Part B describes how the conceptual framework applies in certain situations. It
provides examples of safeguards that may be appropriate to address threats to
compliance with the fundamental principles. It also describes situations where
safeguards are not available to address the threats, and consequently, the
circumstance or relationship creating the threats shall be avoided. Part B applies to

registered auditors "in public practice” who provide professional services.

The use of the word “shall” in this Code imposes a requirement on the registered
auditor to comply with the specific provision in which “shall” has been used.
Compliance is required unless an exception is permitted by this Code.

Fundamental Principles

100.5

A registered auditor shall comply with the following fundamental principles:

(a) Integrity — to be straightforward and honest in all professional and business
relationships.

(b) Objectivity — to not allow bias, conflict of interest or undue influence of others
to override professional or business judgments.

(c) Professional Competence and Due Care — to maintain professional knowledge
and skill at the level required to ensure that a client receives competent
professional services based on current developments in practice, legislation
and techniques and act diligently and in accordance with applicable technical
and professional standards.
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(d) Confidentiality — to respect the confidentiality of information acquired as a
result of professional and business relationships and, therefore, not disclose
any such information to third parties without proper and specific authority,
unless there is a legal or professional right or duty to disclose, nor use the
information for the personal advantage of the registered auditor or third
parties.

(e) Professional Behaviour — to comply with relevant laws and regulations and
avoid any action that discredits the profession.

Each of these fundamental principles is discussed in more detail in Sections 110—
150.

Conceptual Framework Approach

100.6  The circumstances in which registered auditors operate may create specific threats
to compliance with the fundamental principles. It is impossible to define every
situation that creates threats to compliance with the fundamental principles and
specify the appropriate action. In addition, the nature of engagements and work
assignments may differ and, consequently, different threats may be created,
requiring the application of different safeguards. Therefore, this Code establishes a
conceptual framework that requires a registered auditor to identify, evaluate, and
address threats to compliance with the fundamental principles. The conceptual
framework approach assists registered audifors in complying with the ethical
requirements of this Code and meeting their responsibility to act in the public
interest. It accommodates many variations in circumstances that create threats to
compliance with the fundamental principles and can deter a registered auditor from
concluding that a situation is permitted if it is not specifically prohibited.

100.7 When a registered auditor identifies threats to compliance with the fundamental
principles and, based on an evaluation of those threats, determines that they are not
at an acceptable level, the registered auditor shall determine whether appropriate
safeguards are available and can be applied to eliminate the threats or reduce them
to an accepiable level. In making that determination, the registered guditor shall
exercise professional judgment and take into account whether a reasonable and
informed third party, weighing all the specific facts and circumstances available to
the registered auditor at the time, would be likely to conclude that the threats would
be eliminated or reduced to an acceptable level by the application of the safeguards,
such that compliance with the fundamental principles is not compromised.

100.8 A registered quditor shall evaluate any threats to compliance with the fundamental
principles when the registered auditor knows, or could reasonably be expected to
know, of circumstances or relationships that may compromise compliance with the
fundamental principles.

100.9 A registered guditor shall take gualitative as well as quantitative factors into
account when evaluating the significance of a threat. When applying the conceptual
framework, a registered auditor may encounter situations in which threats cannot be
eliminated or reduced to an acceptable level, either because the threat is too
significant or because appropriate safeguards are not available or cannot be applied.

2]
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In such situations, the registered guditor shall decline or discontinue the specific
professional service involved or, when necessary, resign from the engagement.
100.10 A registered auditor may inadvertently violate a provision of this Code. Depending
on the nature and significance of the matter, such an inadvertent violation may be
deemed not {o compromise compliance with the fundamental principles provided,

once the violation is discovered, the violation is corrected promptly and any
necessary safeguards are applied.

100.11 When a registered auditor encounters umusual circumstances in which the
application of a specific requirement of the Code would result in a disproportionate
outcome or an outcome that may not be in the public interest, it is recommended
that the registered auditor consult with the Board or the individual registered
auditor 's professional institute.

Threats and Safeguards

100.12 Threats may be created by a broad range of relationships and circumstances. When
a relationship or circumstance creates a threat, such a threat could compromise, or
could be perceived to compromise, a registered auditor’s compliance with the
fundamental principles. A circumstance or relationship may create more than one
threat, and a threat may affect compliance with more than one fundamental
principle. Threats fall into one or more of the following categories:

(a) Self-interest threat - the threat that a financial or other interest will
inappropriately influence the registered auditor’s judgment or behaviour;

(b) Self-review threat - the threat that a registered auditor will not appropriately
evaluate the results of a previous judgment made or service performed by the
registered auditor, or by another individual within the registered auditor’s
firm, on which the registered auditor will rely when forming a judgment as
part of providing a current service;

{c) Advocacy threat - the threat that a registered auditor will promote a client’s
position to the point that the registered auditor’s objectivity is compromised;

(d) Familiarity threat - the threat that due to a long or close relationship with a
client, a registered auditor will be too sympathetic to their interests or too
accepting of their work; and

(¢) Intimidation threat - the threat that a registered auditor will be deterred from
acting objectively because of actual or perceived pressures, including attempts
to exercise undue influence over the registered auditor.

Part B of this Code explains how these categories of threats may be created for
registered auditors.

100.13 Safeguards are actions or other measures that may eliminate threats or reduce them
to an acceptable level. They fall into two broad categories:

(a) Safeguards created by the profession, legislation or regulation; and
(b) Safeguards in the work environment.
100.14 Safeguards created by the profession, legislation or regulation include:

22
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*  Educational, training and experience requirements for entry into the
profession.

¢  Continuing professional development requirements.

»  Corporate governance legislation or regulations.

¢ Professional standards.

s  Professional or regulatory monitoring and disciplinary procedures.

¢  External review by a legally empowered third party of the reports, returns,
communications or information produced by a registered auditor.
100.15 Part B of this Code discusses safeguards in the work environment for registered
auditors.

100.16 Certain safeguards may increase the likelihood of identifying or deterring unethical
behaviour. Such safeguards, which may be created by the auditing profession,
legislation or regulation include:

»  Effective, well-publicised complaint systems operated by the profession or a
regulator, which enable colleagues, employers and members of the public to
draw attention to unprofessional or unethical behaviour.

*  An explicitly stated duty to report breaches of ethical requirements.

Ethical Conflict Resolution

100.17 A registered auditor may be required to resolve a conflict in complying with the
fundamental principles.

100.18 When initiating either a formal or informal conflict resolution process, the following .
factors, either individually or together with other factors, may be relevant to the
resolution process:

(8) Relevant facts;

(b) Ethical issues involved;

(c) Fundamental principles related to the matter in question;
(d) Established internal procedures; and

{e) Alternative courses of action.

Having considered the relevant factors, a registered auditor shall determine the
appropriate course of action, weighing the consequences of each possible course of
action. If the matter remains unresolved, the registered auditor may wish to consult
with other appropriate persons within the firm for help in obtaining resolution.

100.19 Where a matter involves a conflict with, or within, an organisation, a yegistered
auditor shall determine whether to consult with those charged with governance of
the organisation, such as the board of directors or the audit committee.

100.20 It may be in the best interests of the registered auditor to document the substance of
the issue, the details of any discussions held, and the decisions made concerning

that issue.
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If a significant conflict cannot be resolved, a registered auditor may consider
obtaining professional advice from the Board, from a relevant professional body or
from legal advisors. The registered auditor generally can obtain guidance on ethical
issues without breaching the fundamental principle of confidentiality if the matter is
discussed with the relevant professional body on an anonymous basis or with a legal
advisor under the protection of legal privilege. Instances in which the registered
auditor may consider obtaining legal advice vary. For example, a registered auditor
may have encountered a fraud, the reporting of which could breach the registered
auditor’s responsibility to respect confidentiality. The registered auditor may
consider obtaining legal advice in that instance to determine whether there is a
requirement to report.

If, after exhausting all relevant possibilities, the ethical conflict remains unresolved,
a registered auditor shall, where possible, refuse to remain associated with the
matter creating the conflict. The registered auditor shall determine whether, in the
circumstances, it is appropriate to withdraw from the engagement team or specific
assignment, or to resign altogether from the engagement or the firm.
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SECTION 116

Integrity

110.1  The principle of integrity imposes an obligation on all registered auditors to be .
straightforward and honest in all professional and business relationships. Integrity

implies fair dealing and truthfulness.

110.2 A registered auditor shall not knowingly be associated with reports, retwrns,
communications or other information where the registered guditor believes that the
information:

(a) Contains a materially false or misleading statement;
{b) Contains statements or information firrnished recklessly; or

{c) Omits or obscures information required to be included where such omission or
obscurity would be misleading.

When a registere ditor becomes aware that the registered auditor has been
associated with such information, the registered auditor shall take steps to be
disassociated from that information.

110.3 A registered auditor will be deemed not to be in breach of paragraph 110.2 if the
registered auditor provides a modified report in respect of a matter contained in
paragraph 110.2,
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SECTION 120

Objectivity
120.1  The principle of objectivity imposes an obligation on all registered auditors not to

120.2

26

compromise their professional or business judgment because of bias, conflict of
interest or the undue influence of others.

A registered auditor may be exposed to situations that may impair objectivity. It is
impracticable to define and prescribe all such situations. A registered auditor shall
not perform a professional service if & circumstance or relationship biases or unduly
influences the registered auditor’s professional judgment with respect to that
service.
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SECTION 130
Professional Competence and Due Care

130.1 The principle of professional competence and due care imposes the following
obligations on all registered auditors:

(a) To maintain professional knowledge and skill at the level required to ensure
that clients receive competent professional service; and

(b) To act diligently in accordance with applicable technical and professional
standards when providing professional services.

130.2  Competent professional service requires the exercise of sound judgment in applying
professional knowledge and skill in the performance of such service. Professional
competence may be divided into two separate phases:

(a) Attainment of professional competence; and
(b) Maintenance of professional competence.

130.3  The maintenance of professional competence requires a continuing awareness and
an understanding of relevant technical, professional and business developments.
Continuing professional development enables a registered auditor to develop and
maintain the capabilities to perform competently within the professional
environment.

1304  Diligence encompasses the responsibility to act in accordance with the requirements
of an assignment, carefully, thoroughly and on a timely basis.

130.5 A registered auditor shall take reasonable steps to ensure that those working under
the registered auditor’s authority in a professional capacity have appropriate
training and supervision.

130.6  Where appropriate, a registered auditor shall make clients, employers or other users
of the registered auditor's professional services aware of the limitations inherent in
the services.

130.7 A client is entitled to assume that the registered auditor is professionally competent
to perform any particular engagement undertaken. Consequently, a_registered
auditor shall not undertake or continue with any engagement which the registered
auditor is_not competent to perform, unless the repistered auditor obtains advice
and assistance whiclh enables them to carry out the engagement satisfactorily.
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SECTION 140

Confidentiality
140.1  The principle of confidentiality imposes en obligation on all registered guditors to

140.2

140.3

140.4
140.5

140.6

140.7

28

refrain from:

(8) Disclosing outside the firm confidential information acquired as a result of
professional and business relationships without proper and specific authority
or unless there is a legal or professional right or duty to disclose; and

(b) Maoking improper use of confidential information acquired as a result of
professional and business relationships to their personal advantage or the

advantage of third parties.

A registered _auditor shall maintain confidentiality, including in a social
environment, being alert to the possibility of inadvertent disclosure, particularly to a
close business associate or a close or immediate family member.

A registered auditor shall maintain confidentiality of information disclosed by a
prospective client.

A registered auditor shall maintain confidentiality of information within the firm.

A registered auditor shall take reasonable steps to ensure that staff under the
registered auditor’s control and persons from whom advice and assistance is
obtained respect the registered auditor s duty of confidentiality.

The need to comply with the principle of confidentiality continues even after the
end of relationships between a registered auditor and a client. When a registered
auditor acquires a new client, the registered auditor is entitled to use prior
experience. The registered auditor shall not, however, use or disclose any
confidential information either acquired or received as a result of a professional or
business relationship.

The following are circumstances where registered auditors are or may be required
to disclose confidential information or when such disclosure may be appropriate:

(a) Disclosure is permitted by law and is authorised by the client;
(b) Disclosure is required by law, for example:

(i) Production of documents or other provision of evidence in the course of
legal proceedings; or

(ii) Disclosure to the appropriate public authorities of infringements of the

law that come to light, ineluding disclgsures of reportable irregularities
reported to the Board as required by Section 45 of the Act; and

{c) There is a professional duty or right to disclose, when not prohibited by law:

(i) To comply with the quality review of the Board or a professional body;

(i) To respond to an inquiry or investigation by the Board or other
regulatory body;

(iii) To protect the professional interests of a registered auditor in legal
proceedings;
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(iv) To comply with technical standards and the requirements_of this Code.

140.8  In deciding whether to disclose confidential information, relevant factors to consider
inclode:

(a) Whether the interests of all parties, including third parties whose interests may
be affected, could be harmed if the client consents to the disclosure of
information by the registered auditor;

(b) Whether all the relevant information is known and substantiated, to the extent
it is practicable. When the situation involves unsubstantiated facts, incomplete
information or unsubstantiated conclusions, professional judgment shall be
used in determining the type of disclosure to be made, if any;

(c) The type of communication that is expected and to whom it is addressed; and

(d) Whether the parties to whom the communication is addressed are appropriate
recipients.
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SECTION 150

Professional Behaviour

1560.1

150.2

The principle of professional behaviour imposes an obligation on all registered
auditors to comply with relevant laws and regulations and avoid any action that the
registered _anditor knows or should know may discredit the profession. This
includes actions that a reasonable and informed third party, weighing all the specific
facts and circumstances available to the registered auditor at that time, would be
likely to conclude adversely affects the good reputation of the profession.

In marketing and promoting themselves and their work, registered auditors shall not
bring the profession into disrepute. Registered auditors shall be honest and truthful
and not:

(a) Make exagpgerated claims for the services they are able to offer, the
qualifications they possess, or experience they have gained; or

(b} Make disparaging references or unsubstantiated comparisons to the work of
others.

Holding out

150.3

A registered auditor is permitted to be a member of more than one “audit” firm, or

of an "andit” firm and some other tvpe of professional firm providing professional

services. [t is also permissible to practice under different firm names for different

offices, provided this does nof mislead,

Reeistered auditors who are members of audit firms as well as _being members o

other accounting or similar type firms, (such as firms registered with the South
African Institute of Professional Accountants), must ensure there is a clear
distinction between the different firms and the members thereof, and that they do not
unwittingly contravene section 41(2) of the Act. or cause it to be contravened by the
members of those other accounting firms who are not registered auditors.

Signing of Reports or Certificates

150.4

A registered auditor shall not delegate to any person who is not a partner, or fellow

30

director, the power to sign andit or other reports or ceriificates, In specific cases

where emergencies of sufficient gravity arise, however, this prohibition may be

relaxed, provided the full circumstances giving rise to the need for delegation are

reported both to the client of the registered auditor concerned and to the Board.

Section e _Act requires the audit frm. immediately after an_audit

appointment is made, to advise the audit, review or other gssurance client of the

name_of the individual registered auditor responsible for that e: ment._Th
individual registered auditor responsible for t aent shall, when signin

any audit, review or assurance report, reflect the following:

(a)  their full name;

b if not a sole proprietor, the capacity in which they are signing, namely as the
‘partner’ or 'director’;

{c) the designation ‘Registered auditor ™ underneath their name; and
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(d) if not set o1l on the firm s letterhead, the name of their on the signature
line.
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