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-Standard

Guatit Thofnton UK LLP (Giant Thornton) svelcomes the oppattumty 1o provide feedback

‘on the Impact assessment and proposed chatjzes to the FIRC Client Asset: Asstuance

Standatd,,

We set out in thé Appendik A to:thig letter our comments and feedback on the Tmpact
Assessment. Pusthe; we have some observations and comments on Hie proposed changes to
the Standard which we have set-outin the Appendis B,

If you have anj questions on our résponse; 6t wish us 1o ‘expand on our'comments, pleasé’
contact.me; Mai:cus Swales or ‘Shewrneen Kazind {, X

] * h
.

Yours sincerely

| Mafcis Swalds

Partfies

Pinancial Sevvices- Audit

Fot. Grant Thomton UK LLP
T 020 7865 2320

B Marcus.swales@ulegt.com




_Appendix'A

Comments on Impact Assessment

i. Independence tequitements.of the FRC Ethical Standard to CASS Andits.

Commeits

Wenote thatthere is no proposed change to the application of: mdependcnc.u fequireinents.
For CASS audits. Whilst we acknowledge that auditer independence Is importair td suppoit
stakeholder-confidence, application of the FRC Eiliical Standard to:the CASS andies ¢an,
prove £6 be testsictive and Mlogical. t
The Béhical Standard has been dealted fromethe, perspeciive of enliancing the indepeudence
of financidl statement audits and thetefoce; the relevanceof parts of the cthival standard ro
CASS mudiss: (fot exaraple jo-areas such as tax and valuation services where the intent Is to
prevent the fnancial Stafement anditot fi:om: prqvfdmg a.cwxwa ‘o, areas which wﬂl then he:
subject to audif) Is réstiictive with no cottesponding béneft,

We hive seen thiat the level-of mdt:pendencc requited has alse in. soie cases résiricted the
cholce for dients <whio Imay wisly to. appoint an auditor for the- CASS aodif sepagate from their
statutory sudit. ‘The spplication of the elical standard in 'thie way cuirently énvisaged midy
hamiier corspétition without a corresporiding beselit.

ii: Additional areas of guidance

Comipeots

Whilst'we appreciate that the Statidatd s peinciples based, itis out view hiat i arcds
includitig matesiality; propottionality; lovel and extent of resting, addifional guidtance wonld be
Benefical to farthat ehhance the effectiveness of the FRC Standard:

A r-:msmlentmtupu.muun of rales alse remains. a c]mllenge for the fibms, Additional

guidance from the FCA ‘on areas-where they are varying interpratations would not ogly-
SupPOLE the delivery oF FCA’s objectives for the CASS segime rat woold also assist i
megting the-objectives of the, Standard,

We support the developragnt of a. forum with reprisentation fom all staleholers; TRC,
CA, Anditors and Firms, which woild:enable additional guidance to be debated, developed

and communicaied.

-iii. FRC's audit inspection and: monitoriag appgoach

Commenty _ _ _ _

Wie recopnize that a monitoting tegime can offec a means of collecting gieater evidénce about
guality of CASS audits and also provide basis fot fture enbancetnents to the Standardl.
Howevet, it it still our view thiat the Stanidaéd lacks the detail of the frnmework provided by
the 1SAs and thevefore it is Tiighly likely Lhnt these i§ vatiahility-in teimg of how fizms
ﬂnplemcnt the recuitements,

Féi 2 monitoring regime o be effective thete needs ta bei standardizition of approach and
much mote stivictuted oritefia against which fivms:will be ussessed. At present, duc to the lagk
of standandisition ind varying Jevels of intetpretation in the industry i torms of the way
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A‘}S audits are cairied out, we believe itwill be.diffeutr to roonitos fittms against:consistent
crll‘ena

“We suggest that the-poitts toted above and the potents] Impact 6 cosis for the andit Frms
ke considered when devcloping such 4 monitoring reglme We would apptcciatc somelevel
of detail and clatity on thc propoaed pilot of GASS audit | inspections in tetms of I:Lm(ng andd

" scopel -

- dv:Thictease inyalde of CASS avdie to-those:cntities that aze subject to the fegime .

Camments.
We: ackn(':wledgc the need for CASS audlt to pzcvlde bettet value to regulated firms. The

Enebent podition Js not helped by the téqaitement that the suditor repotts af breaches:
identified by the auditand the firr and-absence of the' concegpt of. matesiality i the fepoiting
framewotk, In onr'opinion feporting better focussed on the significant CASS sisks would

enltance valoe.

Wehave concesns about the proposad aimendmept 1o the Standatd {paiu 37 of contextual
matexal) In tespect ¢ of brenchey identificd by the Him, The custent FCA rules do nothavea
tequitement fora CASS auditot to ptovide assurance on the completeness and-accuracy-of
fittm identiffed breaches. This would léad.to a changen the seope of the CASS audit and
would hive an impact on the andit spinioh ftself. We are tinclear a3 to whatlevel of assurance’
is tequired i this respect and- ‘how this dntétacts with the caftent icqmrements of the FCA
suiles and stendaed CASS audit opinion, We-also beliave the requirement; 8s proposed, carinot
be et within fhe context of 2 redsonahle assurance engagement, that we catey ont.

v. Foimation of anindusiry led. forum

Cominents
We weleome the fortnaton of andndustey led forum with-all staleéholdets involved, as foted

sbove and would be pleased to work with.the FRC to establish and participate in such e

iforutn;
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Comments on proposed changes. to the Standard
Key points

1) Reposting bieached to FEA (pard 37 of Contextual material)
Paragtaph 37 of conlextual matetfal ixcndes a requiretnent for the CASS auditor to provide

.assutance to (he FCA chat the CASS fivm’s-own repottiog of breacbes that it bas identified

ate s complete tecord: We have concerris-about the proposed-amendinent to the Standard in
téspect 6f Bteaches identified by the fitm. The coreess FCA sitles do siot haved requitement

for & CASS auditér [i¢ prowde agsuranice on- the completetiess and accugacy of Mum ide: ntified
breaches Tl would leadt to @ change'in the scope of the CASS audit and polcnually have an-

impact b the auidit opition itself. We die unclear as to-what level of 2ssusince Iy requiced in

this respect and hoiv this dntercts with the éntteiit cerpicements of the FCA rulés.afd

standard CASS andit opiniot.

2) Communicating deficiencies in intexnial confrol to management and those
charged with governance (para 135).

“This puragtaph tefers to the CASS auditor reporting those issucs to those chagped with
.governante, which in the CASS auditor’s professional ]uclgcment pose the most sighificant:
lisle of nons compliancc Wlth tht. C,A‘JS mles and which .uctluirc Ihe most irgent resolaiion:
“We recommend that additional guidance and, clarification is pmwded g to the type. and
.nahire of fssaes that would fall within this- category. Is the intehtion to screen out.issues that

fi-within this cutegory, based od auditor judgement, dnd only repiort these to management:
andihose c:i_la_i.g_cd with govetnancer We would wélcome clatification on this point: -
Additiondl comments

3), Piofessional S_'ce;pti'cisﬁ:_,-Ptdfes'siﬁnal Judgement, ind tequisitc imind-sets
(para 39) ' B i

"The: pmposed change in patageiph 39 refets to the enpagemicnt team’s considerition, whete”
-appropuiate, of the plausihmty af infotmation and explanaiions provided by-those ¢harged

with governancg and management,: with refercnce o other ateas.of werld including the
statutory audit of financial statements, We-seek furthet clatiffeation ag o the reason’ why

‘statutory audits i patllculal. have been feferfed to-in this context when thete could othe

types of copagements which could also qualify i this regard. Itds slso pertinent tonotc that
this:.docss’s alighi fully to the guidance and requitement for a C ASS nudit to be 4 'stand alcne:
arid sepaizite engagement, ohe that retuites specialist ]mow]adpc and skill. Thig:proposed

~change has the potential of discouraging zepulated firms from scpatating their CASS audit
from the stalutoty audit.

)] Cemplignce: and insolvency mindset (1}41.1 1)
The propased chiange tefers to the audllm ensuting that tecords maihtained by a regulated
entity are adequaie fu identify ¢ clicat assets al ahy tiné apd- without, delay to allow: tigir return

“tor the legal owner (CASS 6.6.2: and 7.15. 2). Wenote that the réqiiitement of GASS G:6.2 and

CA&S 7.15.2:4i¢ cspanded by other rules and the standard would beéhefir feom « clatification
of how the 1cquir{:tnmlts ‘at any-time and witkidut delay’ are ::cquu,ed io-be implementéd by

‘rpgulated evdtics. Wie ate not sutewhat level of psgurance and testing is being suggested here
a5 The wotk we carty out includes festing of and. consideration of adeguacy of books and

recordssin light of the r:.levant CASS rules, Also,. only CASS 6 and CASS 7 are tefetred to

“here withont refe;:ence to the other: (,ASS sules in respect of boolﬁ and tecolds (for example.

CASS 5 and CASS 11). We secommend that the wording hese is cluified to pravide goidanee
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o the anditorin tesfiect: of the wotk to be. c-u:ued outy if any: additional 45 ifiténded and
tequited. Reference t6 pone concstn would pethayss sit bétter lisea thiah requiring assurance
‘on adeqnacy of fecords, ‘The use of words like ‘ensure’ need to e re-considéred hege, it

‘contekt of 4 réasonzble ¢ asdhizince engrgernent,

8) ‘Outsoutced aervices toa TPA. {puta 106)
The proposed change befats to asseasing the adequacy and effectiventss of govetnance,

opemtcns and control in placc at the TPA, Claification 1s kequised whether therg is i
extension.in scope to assessing and :tcportuig on the: govex.hance atthe TPA, in addlition fo
what js alweady reguived nfider the c}:.ts[mg Standard. Wealso recomtriend conisiderndon aid
clartfication-of use-of words ‘necessaty’ and *available? i the proposed change 15 it ¢ not.

tlear how an atditor, could asscss, these maifass,

6) Relianct on interial control repots (pata 108)

The proposed changes give flexibility to the auditoi to place réliance on. anyintermal controls
teport for the ontsoureed body, In the absence of additional guidance and a fmework, this
can lend fovariability in the sudi ﬁnns apptoaches and alsa the extent of reliance placed by
various audit femis oi suchreports We recomménd addjtional cleeification and guidaed 1

provided in this zespect.

7). Requisite mind-sets, professional scepticism and matetiality (paras35-39.of

Contextual mdfefial)

In the proposed changes, paragraphs 35-39 in the Contextual material Requisite:mind sets,
Atﬂmde to professional scepticism and concépt of :Inater_tahty) have been deleted. Tn sur view
thesware useful puidhnce and clasification to the Standard and therefore should nat ke

deleted,







