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Subjecr: SUBMISSION ON THE DRAFT AUDITING PROFESSION BILL
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0001

Dear Sir or Madam:

DRAFT AUDITING PROFESSION BILL, 2004

ALON S DM’ME ) THE COMPANT 3

We welcome the publication of the Drafi Auditing Profession Bill, 2004 end the related proposed
amendments 10 the Companics Act, 1973

We would like 1o comment o the lollowing maiier:
The Rotatlon of Auditors

The rotation of Audit Pariners is recognised by the [nternarional Federation of Accountanls as a
safeguard to respond to the threa Proximity poses to Independence.

Howeves, the proposs] of a four year period would jeopardise the qualivy and effectiveness of =n audit
a5 well as increase the cost exponentially. Puriher, the proposal does nol align with best practice
established under the Code of Ethics of the Internarional Federation of Accountents or the period of
audil partmer rolation estblished by the PCAOB or proposed in the drait 8™ Dircctive in the European
Union,

This requirement also conflicts with the requirements esigblished by some Public Eativies 2ad those
exlablished by the Registrar of Banks,

Further, there aro a number of practical aspects that would need to be regulated, or for which
guidelines should be established. | is recommended that the Jegislation only sets & broad frameworic
regarding term limits for auditors, end that the detailed guidance be provided by the regulatory body.
Tt is our view that the Standard Setting Board for Audilor Ethies (*SBE") would be the appropriate
body 10 perform this function.

In this manner, the SBE would provide o basis for consisiency of ratation of audit pariners. Audit
committees would (hen be able 1o consider this framework in deciding on the exient of rotation the
audii commitres belicves appropriate 10 cuch entity.
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The operation of the Securities Exchange Commission and the Public Company Accounting Oversight
Roard in the United Siates of America is a good exampie of the activities of regulaars, empowered
and charged by the Sarbanes-Oxley Act to issue rules on independence, repulating the framework of
audior independence,

We helieve that rotation requirements should apply only to the engagement pariner and such ather
partners who play  significant role in the performance al the audil.

The delinition of significance should be considered by the SBE and guidelines prepared. We believe
that signilicant roles within zo audii engagement are 1ypically played by the engagement partner and
the adviscry partner

Further, rotation rules should allow for the deployment of pariners at subsidiaries of public inlerest
entitics - particularly complex Mult Natienal Entitics - in preparation of pecforming the engagement
pariner role an the lead entity at u later slage.

Where rotation js applied, the SBE should set the period before the engagement pariner may become
re-involved. We recommend a minimum period of two years in this regard.

We do rot believe rotution should apply 1o specialists consulied by an engagement pariner, including
wax consuliants, technical consultants, computer specialisis and the like. As these skills are limited,
and the engagement panner determines the involvement of such speciulisis, we believe il unnecessary
and impractical 1o enforce rotaticn on such specialists.

The SBE should provide detailed transitional guidance on the implemeniation of pariner ralalion.
This would need 10 address the implementation timelrame and how to handle situations where

engagement partaers have already excueded the term limit when the Accounting Professions Bill is
enacied, i.e. there should be some ¢learly delined transitional rules.

We recommend 1he following changes: |

B.1 Requirements regarding the rotation of Audit Partuers should be set by the Standard Selling Board l
fur Ethics rather than by inclusion in legislation.

8.2 The Rotation requirements should deal with the varicus roles pariners play on audits, and a more
oberous sel of requirements should be applied 1o partners who participate in the audit of Public
Imterest Entities. l

8.3 In auny even!, the Rotation period adopted should align with the requirements of the [nternational
Federalion of Accountants, which requires ratation of the audit engagement pariner afier a l
cantinuous period of 7 years on the audit of 2 Public Tnterest Entity, with a 2 year “cooling off”
period. The proposal ol a 4 year term limit would have uadue consequences, withoul delivering
any additional value. |

Yours faithfully

GPLKell
Finance Director



