
 

July 13, 2010  
 

 

Mr. Gary Hannaford, FCA 

Chair 

Independence Task Force 

The Canadian Institute of Chartered Accountants   

277 Wellington Street West 

Toronto, Ontario 

M5V 3H2 
 

 

Dear Mr. Hannaford:  

 

Re: Supplemental Letter 

       Exposure Draft: Independence Standards- Partner Rotation 

       Consultation Paper: Independence Requirements under Review  

 

 

The Canadian Public Accountability Board (“CPAB”) commented previously on the Independence 

Standards- Partner Rotation Exposure Draft and the Independence Requirements under Review 

Consultation Paper in its letter to you dated June 15, 2010. Subsequent to sending this letter we have 

become aware of additional information with respect to a lack of international acceptance of the 

Code of Ethics for Professional Accountants (“the Code” or “IFAC Code”) issued by the 

International Ethics Standards Board for Accountants (“IESBA”) and are therefore sending this 

supplemental letter for your consideration.  

 

Based on research we have performed and through our participation with the International Forum of 

Independent Audit Regulators (“IFIAR”) Standards working group we have learned that many 

countries believe the Code is not robust enough to serve the public interest and have therefore made 

modifications to make the Code more rigorous. For example, we understand the independence 

requirements in the UK, US, France, Japan, South Africa and Switzerland are more rigorous than the 

Code.    

 

Australia has also exposed proposals to adopt the Code. We believe the following quotations from a 

letter by the Australian Securities & Investments Commission (“ASIC”) to the Australian 

Accounting Professional and Ethics Standards Board (“APESB”) dated March 14, 2010 with respect 

to proposals to adopt the Code in Australia are on point and consistent with CPAB’s concerns in 

Canada: 
 

 

“The revised IFAC Code appears to reflect a number of compromises to address perceived practical 

issues in some, particularly smaller, jurisdictions. In a larger developed country such as Australia, the 



 

revised APESB Code should have regard to the higher expectations of users of financial reports and 

users of accounting/audit services. A number of exceptions are inappropriate in Australia and should 

not appear in the revised APESB Code.”  

 

“We are not currently aware of any jurisdictions that have adopted the existing IFAC Code without 

changes or that intend to adopt the revised IFAC Code without changes. While we recognise that 

there may be pressure to adopt reduced requirements in some smaller jurisdictions, we believe that it 

is important to pursue international convergence of high quality auditor independence requirements 

in the interests of auditors, users of financial reports and users of accounting/audit services.”  

 

The International Organization of Securities Commissions (“IOSCO”) also made a number of 

significant recommendations for improvements to the auditor independence requirements in a 

comment letter to the IESBA dated November 20, 2008 that were not addressed in the Code.  

 

To date the Code has been accepted to a far lesser degree than International Financial Reporting 

Standards and International Auditing Standards. The more developed countries appear to have a view 

that the Code is not robust enough to serve the public interest. CPAB believes it is important to 

pursue international convergence of high quality standards. In our view significant improvements 

need to be made to the Code to make it more rigorous before adoption in Canada. If the Code is 

adopted in Canada without modification this will lead to a significant weakening of independence 

requirements, which is not in the public interest and may have an adverse impact on audit quality.   

 

We urge the Independence Task Force to further explore the reasons why so many countries have 

supplemented the Code with more rigorous requirements and make further improvements to the Code 

before adoption in Canada.  

 

In our view the current  Rules of Professional Conduct should be retained in Canada and 

supplemented by sections of the Code that are more robust such as those dealing with tax services 

and reporting issuer fees.     

 

CPAB appreciates the opportunity to provide input on the Exposure Draft and Consultation Paper.  

 

We would be pleased to discuss any of the above comments with you, should you require any further 

clarification.  

  

Yours very truly,  

 
 

Brian Hunt, FCA  

Chief Executive Officer 

cc: Kam Grewal, Vice-President Standards 

Canadian Public Accountability Board 


