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Re: Consultation on the EU Commission’s Recommendation (2008/362/EC) on external quality assurance for statutory audit firms  auditing public interest entities

Dear Ms Dempsey,

The Institute of Certified Public Accountants in Ireland welcomes the opportunity to comment on the above Consultation Paper.

In response to specific matters, we would like to make the following comments:

Question 1

Which of the options do you consider is the most appropriate for Ireland to adopt?

We are of the opinion that Option II, which would introduce a direct inspections regime under which IAASA would undertake all aspects of quality assurance of auditors of Public Interest Entities (“PIEs”), is the most appropriate option for Ireland to adopt.

Question 2(a)

What benefits would you see accruing from the Option’s implementation?

The benefits that we see accruing from a direct inspections regime under which IAASA would undertake all aspects of quality assurance of auditors of PIEs are as follows:

a) The introduction of this measure, at this time, would help to restore international confidence in the Irish economy and in particular in the Irish banking sector.
The increased perceived independence will serve to promote the quality of Irish audits of PIEs and the Irish quality assurance process on an international level.

b) Direct inspection by IAASA is a similar regime to the growing trend internationally. The Institute of Certified Public Accountants in Ireland wholly supports the concept of globalization and standardization of best practices. We believe that the regime described in Option II is best practice and will allow Irish audit firms easier access to the international audit market.

c) The audits of PIEs would be subject to a more specialized quality assurance process, whereby the quality assurance reviewer would have extensive relevant experience of the issues facing PIEs. We believe that this would result in a higher quality audit of PIEs and a more robust regulatory regime for these higher risk audits.

d) The perception of a quality assurance regime for PIEs being undertaken by IAASA, would be that the quality assurance arrangements are completely independent of the accountancy profession. As noted in the Consultation Paper, this may allow 3rd country audit regulators to place reliance on the Irish quality assurance process for Irish audit firms auditing issuers who have listings in 3rd country jurisdictions.


Question 2(b)

What disadvantages, if any, would you see resulting from the Option’s implementation?

We believe that the advantages of Option II far outweigh the disadvantages. The principal disadvantage we envisage of the implementation of Option II is that audit firms who have public interest clients and non public interest clients will be subject to a quality assurance review by both IAASA and the relevant Recognised Accountancy Body thus having both time and cost implications. However we believe this is a necessary cost that audit firms should consider prior to taking on public interest audit clients.

Question 3

Not applicable
Question 4

Not applicable

Question 5

Do you have any views on the proposed definition of PIEs, (see paragraph 3.2), with respect to the Options set out above, and in particular, as regard the Option which you consider it most appropriate to adopt?

As noted in paragraph 3.2, of those issuers that are audited in Ireland, the substantial majority are audited by a small number of the country’s largest audit firms. Therefore it is likely that under Option II only a small number of Irish audit firms will be subject to review by two separate bodies –  IAASA and the Recognised Accountancy Body. Thus the issues for IAASA in recruitment of suitably qualified inspectors (noted in paragraph 20 of the Consultation Paper) are mitigated by the small number of inspectors required as the definition of a PIE outlined in paragraph 3.2 is limited to companies listed on a Member State Stock Exchange, credit institutions and insurance undertakings. 

The Institute of Certified Public Accountants in Ireland hopes that these comments are useful to you and we would be happy to discuss any of the above with you.

Yours sincerely,

Jennie Ward

Chairperson, Audit Practices Committee




