2016

Accountancy Profession A@979
Cap.281

Directive Number 4 issued in terms of the Accountancy Profession Act (Cap 281)
and of the Accountancy Profession Regulations 2009

In exercise of the powers conferred by articl@)8of the Accountancy Profession
Act (hereinafter referred to as “the Act”), the Acctamcy Board, with the approval
of the Minister for Finance is hereby issuing the follogimirective to holders of
practising certificates in auditing under thet:
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Name and commencemersatel

This directive may be cited as the Acdaony Profession (Quality
Assurance)Directive and may also be referred to as the “Q@ualssurance
Directive”.

This directive shall come into force on the #igt8") day immediately following
the day on which it is published (the “Effective Datednhd shall, as from the
Effective Date replace Directive 4 previously issued byBoard.

Parts Il — XXI of this Directive shall not appty the statutory audit of annual and
consolidated financial statements of public-interestities where it is inconsistent
with Part XXII of this Directive and Regulation (EWo. 537/2014 of the European
Parliament and the Council of 16 April 2014 on sfieaequirements regarding

statutory audit of public-interest entities.

The quality assurance of statutory auditors diliptinterest entities is regulated by
article 26 of the said Regulation (EU) No. 537/2014

Definitions

(a) In this Directive:
“Board” means the Accountancy Board;

“Body of persons” includes a limited liabfitcompany, and anyellowship,
society, or other association of persons, whetloeparate or unincorporatend
whether vested with legal personalityrmt;

“connected undertaking” means an undertaking whidifectively managed or
promoted as on epractice with the firm or as aedlandertaking of the firm;

“Continued professional education” hereinafteeferred to as “CPE” shall
mean activities that should contribute to the @oméd professional
developmentof statutory auditors;



“a statutory audit firm” or “firm” shall mean a fir of practicing certificate holders,
registered in terms of article 10 of the Act, irbjpci practice;

“a third-country statutory auditor or a third-copnstatutory audit firm” shall
mean a statutory audit firm or statutory auditagisteredin accordance with article
7(6) of theAct;

“Statutory auditor” shall mean a practicing cecifie holder in public practicend
where applicable shall include an entity that oalstrsuch parties andn entity
that is controlled by sugbarties in public practice;

“Part Time statutory auditors” shall mean statutawglitors in public practice whose
normal hours of work, calculated on a weekly basien an average over a period of
up to one year, are less than twenty-five houemnyone week;

“Public interest entities” shall mean:

(a) entities governed by the law of a Member State whtsinsferable
securities are admitted to trading on a regulatedket of any Member
State within the meaning of point 14 of Article %(bf Directive
2004/39/EC,;

(b) credit institutions as defined in point 1 of Ardcl3(1) of Directive
2013/36/EU of the European Parliament and of thenCib ( 1 ), other than
those referred to in Article 2 of that Directive;

(c) insurance undertakings within the meaning of Aeti@(1) of Directive
91/674/EEC; or entities designated by the Govermnasnpublic-interest
entities.

“Public practice” shall mean the following actieii carried out by holders of a
practicing certificate in auditing:

(a) acting as a statutory auditor or a statutory afiwfit, excluding, for the
avoidance of doubt, a practicing certificatédbeo who is in the employ
of another statutory auditor or a statutory audinf

(b) signing any report or certificate on financial staénts in circumstances
where reliance is likely to be placed on such reporcertificate by any
other person, or when a statutory audit firm otadusory auditor does any
other thing which may lead the third party to badighat accounts have
been prepared, approved or reviewed by such statatmlitor or statutory
audit firm; or

(c) holding oneself out, or allowing oneself be held out, aseing
available to undertake any of thessivities in (a) and or (b) above.

“Quality Assurance Unit” and “QAU” shall mean thiit set up under the
provisions of rule 14 thiBirective;

“Practicing certificate” shall mean a practisingtifeeate in auditing issued in terms
of Article 4 of the Act;and

“holders of practicing certificate” shall mean iadividual, holding agractising
certificate in auditing issued under the Act, dira registered in terms of article 10



of theAct and in public practice:

(b) The provisions of this Directive shall be iqeated in the light of the Act and tifie
regulations issued in terms thereof and shall bd ie conjunction with any otheelevant
directives and guidelines which may be issued ftiome totime.

(c) Unless the context indicates otherwise terneslus this Directive and not definesthall
have the meaning assigned to them inAbe

Il Purpose andscope

4, The objective of this Directive ie ensure that all statutory auditors and
statutory audit firms maintain thieighestpossible professionaitandards.

5. The provisions of this Directive shahipsy to all statutory auditors and all statutory
auditfirms.

IV Responsibility

6. It is the responsibility of each statytauditor in public practice to ensure that he/she
and or his firm comply with the provisions of tiidgective.

7. The Board, after consultation with the @shall determine whether a firm is subject
to the provisions of this Directive. Such a decistd the Board shall be notified by
registered mail to any person to whom such decigfplies and shall be subject to
appeal in terms of article 15B of the Act.

8. The fact that compliance with the prawis of this Directive may be undertakiey
the compliance principal or by any other principalstatutory auditor in public
practiceon behalf of any firm shall not diminish the respibility of any other
statutory auditorin public practice/principal of the firm to ensutet both the firm,
including its connected undertakingand himself/herself individually complies
with and abides by the provisions this Directive.

V Quality Assuranc@rocess

9. The Quality Assurance Process is intdndebe a means through which the Board
provides assurance as to the quality of the primheabwork of statutory auditors
public practice and statutory audit frms aon the maintenance of appropriate
levels of professional standards thereby. The iQuAksurance process shall be
conducted in a transparent manner and saimfiactf this obligation shall
require among others the publication by the Badrannual work programmes and
activity reports as part of the annual report dp=tin article 7(19) of the Act.

10. The QAU shall act on behalf of the Bomrthe implementation and supervision of
the Quality Assurance process contemplated in ttwvigions set out in this
Directive.

11. The Quality Assurance process shalude:

@ the submission of a detailed return égbin a form and at a tingrescribed

by theBoard;



12.

(i) periodic review visits to statutory aiti@rs and statutory audit firms
with the object of carrying out arassessmenbf compliance with
applicable auditing standards ankddependencerequirements, of the
quantity and quality of resources spent, of thalitfees charged and of
the internal quality control system of the statytauditor or the statutory
auditfirm supported by adequate testing of afitbs;

(iii) the drawing up of a report which ¢aims the main conclusions of the
Quality Assurance process in respéang particular firm; and

(iv) the annual publication of the overabsults of the QualityAssurance
process.

The QAU shall determine the selection afugbry auditors and statutory audit firms

in respect of which to conduct the Quality Assuspcocess including the conduct
of periodic review visits, as well as the methanl®¢ adopted in the conduct of the
said process and visits and in the review of thailde returns.

VI ProfessionalStandards

13.

Statutory auditors and statutory audih$i are required to comply with all laws,
regulations, directives, and professional guidalinghich seek to ensure the
maintenance of appropriate professional standardsneparticular the provisions of
the Act and the regulations, directives and guigsiissued in terms thereof, other
professional standards which may be mandated by &a&ndards or directives
issued by any other relevant regulatory authorityd guidance issued by any
approved accountancy body.

VIl TheQAU

14.

(a) The QAU shall be composed of a Heddrof supported by a team of inspectors
and shall report and be answertbthe Board.

(b) Save as aforesaid and subject to such direcasnmay be given thereto by the
Board, the QAU may make its own rules anfleavise regulate its own
procedure.

(c) The QAU shall ensure that such agents are psreb integrity who have the
necessary qualifications, education, expertiseralavant experience in statutory
audit and financial reporting and receive spedifaining on quality assurance
review to ensure that they can carry out theiredutiompetently and impartially.

(d) The QAU shall ensure that such agents adaptcode of conduct
appropriate  to their duties and responsibilitis/ithout prejudice to
thegenerality of the foregoing, this code shall indugrovisions aimedat
ensuring that there are no conflicts of interedivben the reviewerand the
firms under review, including prohibiting such pams frombeingengaged in
public practice throughout the entire period duriwbich they are acting as
agents of th@QAU.

(e)A person shall not be eligible to be appointed genauntil at least three years



have elapsed since that person ceased to be apartran employee of, or
otherwise associated with, that statutory auditauait firm.

(f) Such agents shall declare that there are nflicisnof interest between them and
the statutory auditor and the audit firm to be egxed.

15. The QAU shall have the following responsiteigtiandpowers:

(i) assisting the Board in drafting of policies ielation to quality assurance,
including:

(a) recommending to the Board amendments to thisciive and allother
directives and guidelines which have a bearing tendperation othe
quality assurancsystem;

(b) recommending to the Board the content and &eqgy of submission of
any return required by this Directive and suting this for the
formal approval of the Board;

(c) recommending to the Board on and estalgshpolicies with respect
to the form and frequency of review visits cootgal in terms of this
Directive:

Provided that in all cases review visits shall tgface on the basis of an
analysis of the risk and for those auditors perfograudits of entities requiring
an audit under the European Union Law at leastyesier (6) years and in the
case of statutory auditors and statutory auditdioarrying out audits of public
interest entities at least every three (3) years.

Provided further that reviews shall be appropratd proportionate in view of
the scale and complexity of the activity of thetstary auditor or statutory
audit firm.

Provided further also that reviews relating to moedisized and small
undertakings shall take account of the fact thatahditing standards adopted
in accordance with law are designed to be appliedai manner that is
proportionate to the scale and complexity of theiess of the audited entity.

(i) acting on behalf of the Board in ensuring thgplication of the provisions
of this Directive and ensuring complianceeréwith and with any
other regulations governing the proper performance ofgmional work by
statutory auditors and statutory auffimns.

(iii) requiring the co-operation of statutory autedrs and statutory
audit firms and the production of any documemwtr information it
considers appropriate to the proper performandts diities.

(iv) reviewing all returns made under the prowisi®f this Directivejnvestigating
failure to make such returns or reports and revigvéill returns received e
Board in terms of the Annual Return and Annual H2esctive asamended.



(v) reviewing all reports made under the requinetseof this Directive and
recommending to the Board thaking ofsuch regulatory action as it
may deem appropriate in thgarticular circumstances.

(vi) authorising, with the approval of theod&d, any duly appointed agetat
enquire into all matters related to the eiser of its functions undethis
Directive and for this purpose the QAU may, atditscretion, delegateertain
of its responsibilities and powers to such agemtparticular, the QAUmay
require any such agent to make appropriate enquresonfirm whether or
not a statutory auditor of a firm is complying with thequirements of this
Directive (by writing, visiting the statutory audits or the statutory audit
firm's office or offices, using a periodic returthird party enquiry or in
any other way). In this respé#lté requirements at article 14 (c) - (f) shall
apply “mutatis mutandisto such agents, besides that the QAU, after aloigin
the written approval of the Board, may enter intlohsarrangements as it may
consider appropriate, to compensate such agentthéocarrying out of the
udties and responsibilities it has assigned to them

(vii) To establish appropriate procedures to ensina the confidentiality of
any information obtained thereby which is idemtifi by the firm to
constitutestrategic commercially sensitive information is quigtelyprotected,;

(viii) To make written submissions to a d@uiary committee appointedh
terms of sub-article (16) of article 7 of the Aoh any of its findings as maye
relevant to any enquiry held in terms of paragrégh of sub-article (1)of
article 15 of theAct.

VIIlI Provision of information to the QAU and itsilgt appointedagents

16.

17.

In exercising its powers and carrying out itsies under this Directive, the QA(@nd
any of its duly appointed agents) has the powerth& extent reasonably necessary
in the particular circumstances of the case, to regairstatutory auditor or a
statutory audit firm to provide access to fflaceor places from which they carry on
their profession and to all armhy information held by or concerning the statutory
auditor or statutory audit firm. Without prejudite the generality ofhe foregoing,
this information may include among others, bookapgrs and records whether
electronic or otherwise relative to the firm, @& dlients. The disclosurand provision

of the relative information in such circumstancesdeemed to take plade the
course of the statutory auditor or statutory afidit obtaining directions from the body
regulating the profession and such disclosure andigion is a necessary measure in
the interestof preventing, investigating, detecting and prosegutineaches of ethics
within the profession.

Disclosure ofnformation
In exercising its powers and carrying st duties under the provisions tfis

Directive, the QAU (including, for the avoidan of doubt, all and anggents
appointed thereby in terms of thisrective):



@ shall determine on a case by case pdsés extent to which identification
of any particular client is necessary in order to prypexercise its powersnd
carry out itsduties;

(i) shall treat all information as coverbyg a duty of professional secrecy, but
may disclose any information if in its opinion, suchucge of action is
appropriatén the followingcircumstances:

@) to a disciplinary committee appointgdthe Board in terms cfub-
article (16) of article 7 of the Act, to investigatomplaintsagainst
warrant holders, anfirms;

(b) to the Board in connection with the Bbs duties and responsibilities
set out in the Act, the regulations and any divesti(including for the
avoidance of doubt, this Directive) issued in tetheseof;

(c) to other regulatory authorities for the purposeroftecting the public
Interest.

X Waivers

18. The Board may waive or relax any of thquirements of this Directive if it is
satisfied that altering the requirements of theeEtive will not result in any undue
risk to all or any of the clients of any statut@yditor and statutory audit firm or to
the general public.

XI CompliancePrincipal

19.  All statutory audit firms are required fgpaint a compliancerincipal.

XIl Returns

20. All statutory auditors or audit firms arguéed to provide such returns, statements or
other information, ashe QAU may consider necessary and the said information
shall be provided irsuchform and within such time frames as may be sethey t
QAU.

21. All returns shall be subject to an interdaekk-top review process and all statutory
auditors and statutory audit firnaserequired to provide all such further details
as may be requested as a resulthaf review.

22. The Board shall make available to QAU all returns, statements ather
information from statutory auditors and statutondi firms and shall grant to the
QAU access to the Boarddatabasecontaining information extracted from such
returns.

X1l Periodic Visits



23. The QAU may at itdiscretion:

(@) determine the selection of statutoryitaus, and statutory auditrms
for a periodicvisit;

(b) determine the professional activitiebéveviewed,;

(© produce a report on the results ofvik#; and

(d) report back to the particular statutauyditor for the statutory audit
firm the results of theisit after obtaining approval from the Board.

24. The Board may, upon receipt and conataer of suctreports:

(@) require any statutory auditor or statytudit firm to make
improvements to its professionstandards;

(b) require any statutory auditor or statutandit firm to seek external
support and assistanceihgplement improvements;

(© require a third party external reviewadiollow up visit

(d) recommend the issue of an orderosimg suchrestrictions and /
or conditions in respect of any practicing certfie issued bythe
Board;

(e) determine that an enquiry should be helgtrmsof paragraph (a) of

sub-article (1) of article 15 of the Act lire disciplinary committee
appointed in terms of sub-article (16)anticle 7 of the Act

() determine that regulatory action mhg requiredurgently stating
the need for urgeraction.

XIV Restrictions andonditions

25. The Board, acting on the advice of the QAwndy issue an order imposirggich
restrictions or conditions on the manner in whicfiram conducts its practice i
considers that any of the circumstances mentiorgldwb exist, or are likely to
exist,and the restrictions or conditions comted below are justified in
the circumstances:

(@) the statutory auditor or the statutory audin has not complied with the
provisions of thidDirective;

(b)  the statutory auditor or the statutory adéidn is likely not to comply with the
provisions of this Directive itheimmediatefuture;

(© the holding by the statutory auditor oe #tatutory audit firm of a practicing
certificate or the holding of such practicing destite without restrictions or
conditions could have an adverse effect on mlry of its clients or the

general public;

(d) the statutory auditor or the statutory a&didin no longer fulfils one or more of



26.

27.

the eligibility requirements for the holding of eapticing certificate;

(e) the statutory auditor or the statutory audin has not complied with its
professional indemnity obligations undire Act or under any regulations or
directives issuethereunder;

() the statutory auditor or the statutory iafidm is regularly late in submitting any
required returns or reports under the Act, or urater regulations or directives
issued thereunder;

(g)  the statutory auditor or the statutory atidin has not settled the annual fees
mandated by this Directive or any charge or cdats under this or any other
Directive issued by the Board, within thirty (3fys of the service of a notice
by the Board requesting the settlement of any $eeh, charges or costs;

(h) the statutory auditor or the statutory audiin has not complied with any
restriction or condition imposed by the Board untthés Directive;

® the statutory auditor or the statutory aufitim has not complied with any
provision of the Act, or of any regulations or diiges issued thereunder.

After the issue of an order in terms of parphgr@5 above, within a period of not
morethan two (2) calendar weeks thereafter, tlmar8 shall be obliged to grant
to the statutory auditor or the statutory aufiim an opportunity to make oral or
written representations theretdaving considered any such representations the Board
may deem fito:

(a) withdraw or vary the order with effecbrh such date as may be determined
by the Board;or

(b) retain the order effect.

Such decision of the Board shall be notified byiseged mail to any statutory
auditor or statutory audit firm tethomsuch decision applies and shall be subject
to appeal in terms of article 15B of thAet.

Any statutory auditor or any statutory audimfi that is subjected to any act
determined in terms of paragraph 24 paragraph 25 above, shall be obliged to
comply in full with the terms of thparticularaction, restriction or condition imposed
thereon within a reasonable period of timed by the Board. Should any default be
committed by the particular firm in thieespectthe Board shall be entitled to take
suchfurther disciplinary and/or regulatory action in respectsoth default as it may
deem fit. Any decision of the Board imposing disciplinary andfegulatory measures
shall benotified by registered mail to any statutory auditor or gty audit firm to
whom such decision applies and shall be sultgeappeal in terms of article 15B of the
Act.

XV RegulatoryPenalties



28. The Board may impose a regulatgrgnalty, subject to the following terms and
conditions:

(a) the Board shall not be entitled to imp o e regulatorypenalty before
the firm agrees that a breach of the provisionsthig Directive has been
committedthereby;

(b) after considering any representationsgeriay the firm in respect of tipenalty
and the payment date(s), the Board shall deterthieejuantum of thpenalty
and when it is to be paid and this determinatioallshe final, conclusive
andnot subject to appeal. The Board will set thisiauiriting in the lettersent
thereby to the statutory auditor or to the statutaundit firm, proposing the
imposition of thepenalty:

Provided that the penalties for the breaches listegsthedule 1 hereof shall
notexceed the amounts prescribed in the saftedule;

(© if the statutory auditor or the statutoawydit firm accepts the penalty
which is being proposed for impositidhereon by the Board and the relative
terms thereof, written confirmation in théensemust be received by the Board
within a period of two (2) calendar weefkkem the date of service of the letter
from the Board containing the proposal,which case the proposed regulatory
penalty and the relative terms shakcomeeffective and binding on the
statutory auditor or the statutory audit firm, sowlever that in such case no
further disciplinary action shall be taken in respect @& #tatutory auditor or
the statutory audiirm;

29. If a statutory auditor or the statutory audin does not agree that a breach of the
provisions of this Directive has been committeddoes not notify its acceptance of the
penalty as set out in paragraph 28(c) above, os doefully adhere to the terms of the
penalty imposed thereon by the Board, the Board desgrmine that disciplinary action
should be taken in respect of the particular finnbeirms of article 15 of the Act.

30. The Board may issue written %uidelines detgitive manner in which Regulatory
Penalties, mentioned in paragraph 28, shall be segho

XVI Restrictions or conditions in respect pfactising certificates

31. Without prejudice to the other provisions bfst Directive, the Board may issue
an order imposing restrictions or conditions in redpet any practicing certificate
where it is of the view that all or any of tbgcumstanceseferred to in paragraph 25
above exist or magxist.

32. After the issue of an order imposing reswitsi or conditions in terms of paragraph 31
above, within a period of not more than two (2)ecalar weeks thereafter, the
Boardshall be obliged to grant the statutory audit atiafirm an opportunity to make
oral or writtenrepresentationthereto. Having considered any such representattons
Board may deem fiip:

() withdraw or vary the order with effecvrh such date as may be
determinecy the Boardpr

(b) retain the order effect.



Such decision of the Board shall be notified byigeged mail to any statutory
auditor or any statutory audit firm t@hom such decision applies and shall be
subject to appeal in terms of article 15B of .

XVII Enquiries in terms of Article 15 of thet

33.

If the Board considers that any of the circiamees referred to in paragraphs (i) to
(iv) of sub-article (1)(a) of article 15 of the Act ex@ may exist in respect of any
statutory auditor or audit firnthe Board may order an enquiry to be held, with the
required degree of urgency, bye disciplinary committee appointed under sub-article
(16) of article 7 of the Act andpartfrom any penalties contemplated elsewhere
in this Directive, the penaltiescontemplated in the Act may be imposed on the
particular statutory auditor or statutory auditnfievhere it is foundyuilty of the
particular acts or omissions in termslaiv.

XVIII Dispensation

34.

35.

If it is impossible or impractical for any stairy auditor or statutory audit firm to
comply with any of these provisions at any timeshall be obliged to notify the Board
in writing. Such notification must be received I tBoard within a period of two (2)
calendar weeks from the date from when the pasicsituation arose and specifying
the reasons therefore and the action which #aitsry auditor or the statutory audit
firm proposes to take in order to return aosituation of full compliance with the
provisions of this Directive.

If the Board determines that the statutoryitandr statutory audit firm is taking all
practical steps required to resoltre problem and that the continued holding by the
particular firm of any practicing certificate woutdtbe against the public interest,
it may grant a dispensation from the requiremdotcomply with any or all
provisions of this Directive for such period afmé asthe Board deems fit, so
however that such period shall in no case exceeetyni(90)daysfrom the date when
the situation referred to in paragraph 34 aboveeartf the Board is not satisfied with
the steps being adopted or proposed to be adopteitheb statutory auditor or the
statutory audit firm to resolve the problem, theaBbmay take such action as it may
deem fit in terms of the provisions of the Act, tRegulations and this Directive. A
decision, if any, then taken by the Board shallnbéfied by registered mail to the
statutory auditor or to the statutory audit to wheuach decision applies and shall be
subject to appeal in terms of article 15B of the.Ac

XIX Continuingresponsibility

36. If a statutory auditor or a statutory auditmfimo longer holds a practicing

certificate, disciplinary action may still be takemrespecbf the statutory auditor or
the statutory audit firm and/or all or any of thenpipals thereof, for any failure to
comply withthe provisions of this Directive during the time in whiit held any such
certificate. A statutory auditor or statutory aodior a statutory audfirm shall also
be subject to subsequent disciplinary action fifaits to comply withany provision
having a continuing effect even after the statutaungitor or the statutory audit firm
ceases to hold such practicing certificdtarthermore the Board's right to recover any



XX

37.

unpaid fees or other amounts due franstatutory auditor or a statutory aufiim
under the provisions of this Directive shall congnto subsist even after the statutory
auditor or the statutory auditm ceases to hold the practicing certificate. Any slieci

of the Board imposinglisciplinary measures in terms of this rule shall be notified
by registered mail to the statutory auditor or he statutory audit firm whom such
decision applies and shall be subject to appe@irms of article 15B of the Act.

The implementation ofders

Subject to any other provision of this Direetian order made by the Board under this
Directive shall enter into effect as soon as notlmreof is servedn the particular
statutory auditor or statutory audit firm or atlsuater date as the Board mspecify.

The serving ohotice

38.

Except where otherwise provided, a notice my ather document to be served
underthis Directive shall be delivered by hand, or sbptregistered mail. In this
respecthefollowing shallapply:

(@) If delivered by hand, the said noticeotirer document must be handed to the
statutory auditor or in case of a statutory audin fto a principal thereof and
service thereof shall be deemed to h#eeneffected as soon as such
document is handed to the said statutory auditgriocipal.

(b) If sent by registered mail, theidsaotice or other document shall be
addressed to the statutory auditor or in case sfatutory audit firm to a
principal thereof and be sent to the latest addgegsn by the statutory
auditor or the statutory audit firm to the Boar@rsce thereof shall be
deemed to have been effected five business dagsthét date on which the
particular notice or other document is posted.

XXI Fees

39.

40.

Statutory audit firms, with the exception ofaudit firm which is not engaged in public
practice, an accountancy firm engaged in publictma and sole practitioners who do
not carry out audits, shall be required to submiganual return issued by the QAU and
to pay, by the 31January of each year, an annual regulatory feedordance with the
list of fees prescribed in Schedule 2:

Provided that where two or more statutory audindirregistered with the Board are
connected undertakings, as they are effectivelyaged and promoted as one practice,
these shall be required to pay one regulatory femialy, which fee shall be calculated
on the basis that the statutory audit firms arengebto be one firm, and this an as
prescribed in the list of fees under Schedule 2

The Board shall determine the quantum of thrual regulatory fee and the manier
which such fee is calculated shall be such as terco whole or in part the direeind
indirect costs of the quality revieprocess.



41.

A statutory auditor or a statutory firm shadly an additional fee charged at the rate of
€34.94 (thirty-four euro and ninety-four cents) pen hour to cover the costs of any
visit which the Board considers to be requiredrisuge that the firm is operating to the
required professional standards:

Provided that the hours charged for such visitldhallimited to what is
reasonablyequired to achieve the purpose of tfimit.

XXII Special Provisions applicable to Statutory Aads of Public Interest Entities (PIES)

This Part applies to statutory auditors of Pubfitefest Entities (PIES) and any previous
provision of this Directive which is inconsistenttivthis Part shall not apply to statutory
auditors of PIEs and the provision in this Part eqiply.

42.

43.

44.

For the purposes of this Part:

(a) ‘inspections’ means quality assurance reviews atfusbry auditors and audit firms,
which are led by an inspector and which do not titute an investigation within the
meaning of article 7 () of the Act;

(b) ‘inspector’ means a reviewer who meets the requérémset out in paragraph (a) of
the first subparagraph of article 46 of this Pand avho is employed or otherwise

contracted by the Ministry for finance for servicesquired by the Accountancy
Board in the course of its duties;

(c) ‘expert’ means a natural person who has specifipedise in financial markets,
financial reporting, auditing or other fields rede for inspections, including
practising statutory auditors.

The Board shall establish an effective systéaudit quality assurance.

The Board shall carry out quality assurance reviefastatutory auditors and audit firms
that carry out statutory audits of public-interestities on the basis of an analysis of the
risk and:

(a) in the case of statutory auditors and audit firmsrygng out statutory audits of
public-interest entities at least every three yeans

(b) in cases other than those referred to in paragi@yplat least every six years.

The Board at the request of the QAUI ¢tave the following responsibilities:

(a) approval and amendment of the inspection methodedpgncluding inspection and
follow-up manuals, reporting methodologies andqmid inspection programmes;

(b) approval and amendment of inspection reports altafeup reports;

(c) approval and assignment of inspectors for eaclteutgm.



45,

46.

47.

48.

The Board shall organise the quality ass@waystem in a manner that is independent of
the reviewed statutory auditors and audit firms.

The Board shall ensure that appropriate pdicand procedures related to the
independence and obijectivity of the staff, includinspectors, and the management of
the quality assurance system are put in place.

The Board shall comply with the followingteria when appointing inspectors:

(a) inspectors shall have appropriate professietiacation and relevant experience in
statutory audit and financial reporting combinedhwépecific training on quality
assurance reviews;

(b) a person who is a practising statutory auddpris employed by or otherwise
associated with a statutory auditor or an audm &hall not be allowed to act as an
inspector;

(c) a person shall not be allowed to act as an inepéttan inspection of a statutory
auditor or an audit firm until at least three yehes/e elapsed since that person
ceased to be a partner or employee of that stgtatatitor or of that audit firm or to
be otherwise associated with that statutory audit@udit firm;

(d) inspectors shall declare that there are no cosftiftinterest between them and the
statutory auditor and the audit firm to be inspédcte

By way of derogation from paragraph (b) of artidl® the Board may contract experts
for carrying out specific inspections when the nembf inspectors within the Board is
insufficient. The Board may also be assisted yyeets when this is essential for the
proper conduct of an inspection. In such instantes Board and the experts shall
comply with the requirements of this article. Estpeshall not be involved in the
governance of, or employed or otherwise contrattggrofessional associations and
bodies but may be members of such associationsde®

The scope of inspections shall at least cover

(a) an assessment of the design of the internal quedititrol system of the statutory
auditor or of the audit firm;

(b) adequate compliance testing of procedures and iaweof audit files of public-
interest entities in order to verify the effectiess of the internal quality control
system;

(c) in the light of the findings of the inspection ungearagraphs (a) and (b) of this
paragraph, an assessment of the contents of the newent annual transparency
report published by a statutory auditor or an afidit in accordance with article 18
of this Act.

At least the following internal quality cooitrpolicies and procedures of the statutory
auditor or the audit firm shall be reviewed:

(a) compliance by the statutory auditor or the audinfivith applicable auditing and
quality control standards, and ethical and indepand requirements, including
those set out in Directive Number 2, the AccounyaPmfession (Code of Ethics for
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Warrant Holders) Directive and article 18B of thetfas well as all relevant laws,
regulations and administrative provisions;

(b) the quantity and quality of resources used, inclgdiompliance with continuing
education requirements as set out in Directive Nermh, the Accountancy
Profession (Continued Professional Education) Divecand

(c) compliance with the requirements set out in Sec2i@d.12A of Directive Number 2,
the Accountancy Profession (Code of Ethics for \MatriHolders) Directive.

For the purposes of testing comgiéaraudit files shall be selected on the basisnof a
analysis of the risk of a failure to carry out atstory audit adequately.

The Board shall also periodicallyiesv the methodologies used by statutory auditors
and audit firms to carry out statutory audits.

In addition to the inspection cowkt®y the first subparagraph, the Board shall haee t
power to perform other inspections.

The findings and conclusions of ingsjpas on which recommendations are based,
including the findings and conclusions related totransparency report, shall be
communicated to and discussed with the inspectddtety auditor or audit firm before
an inspection report is finalised.

Recommendations of inspections dhalimplemented by the inspected statutory auditor
or audit firm within a reasonable period set by Beard. Such period shall not exceed
12 months in the case of recommendations on tleenialt quality control system of the
statutory auditor or of the audit firm.

The inspection shall be the subjec ogéport which shall contain the main conclusions
and recommendations of the quality assurance review



Schedulel
Quality Assurance Penalties

The regulatory penalties for the following breachball not exceed thellowing:

Re-scheduling of review visit without justifiable rea«on

€232.94

Fail ure to resfond to any recuests made by the QAU within the time
limits set out in suchequests

€23.29 pel dey

Delays in submission of fees and retudog

€23.29 per day

Fail ure to subnit documertation recuestec by the Board or he QAL
within the specifiedtime

€23.29 pel dey

Failure to provide access to information in terrhparagraphl6

€23.29per day

Fail ure to resfond to the Boarc on requesed remecial action

€23.29 pel dey




Schedule 2
Quality Assurance Regulatory Fee

(Rule 39)

The regulatory fees shall be tf@lowing:

For statutory audit firms with five or mopgincipals €5,950.50
For statutory audit firms with less than five bubna than twaorincipals | €1,630.56
For statutory audit firms with less than three imaire than onerincipal | €582.34
For full time sole practitioners €232.94
For part time sole practitioners €116.47




