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Ms. Marie Dempsey,

Company Law (EU/Legislation) Section,

Department of Enterprise, Trade and Employment,

Room G.03,

Earlsfort Centre,

Lower Hatch Street,

Dublin 2.

15 April 2009

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

Dear Ms. Dempsey,

The Chairman has asked me to respond to the letter from Mr. Houlihan dated 9 March, 2009, concerning the above matter.

Currently the quality assurance of statutory auditors and audit firms as carried out in Ireland does not have a statutory basis.  The recognised accounting bodies generally carry this out on foot of the EU Commission’s previous recommendations on quality assurance and their obligation as members of their international representative body.

The Revenue Commissioners welcome the proposal to place quality assurance on a statutory basis.  As well as providing increased assurances on the quality of the financial statements which are submitted to Revenue, this should also make it easier to rely on companies' financial statements in framing future legislative proposals. 

Revenue’s observations on the three options for implementing this EU Commission Recommendation are as follows:  

1.
Provide that the Recognised Accountancy Bodies (RABs) be assigned statutory responsibility for carrying out quality assurance reviews both of public interest entities (PIEs) and non-PIEs, subject to the satisfaction of at least the criteria laid down by Article 29 of the Directive.  This would, inter alia, entail direct approval of certain aspects of the RAB’s activities by the Irish Auditing and Accounting Supervisory Authority (IAASA).  IAASA would, thus, have ultimate responsibility for the oversight of the quality assurance system.  (This should satisfy the requirement of the Directive but would not reflect the provisions of the Recommendation);

2.
Provide that these auditors and audit firms are subject to inspections exclusively by the public oversight authority, i.e., IAASA, thus removing from the RABs any role in quality assurance of auditors of PIEs (commonly referred to as the “direct inspections” model).  (This option would satisfy the requirements of the Directive and would also reflect the provisions of the Recommendation); or

3.
Designate IAASA as having responsibility for quality assurance of these auditors and audit firms and permit IAASA to delegate certain tasks associated with the execution of quality assurance inspections to the RABs, subject to IAASA retaining at least the responsibilities set out at point 6 (a) to (d) of the Recommendation.  (This option would satisfy the requirements of the Directive and would also reflect the provisions of the Recommendation).


Revenue is of the view that Option 3 is the most appropriate and practical approach to the implementation of this Recommendation.  The expertise to carry out the functions already resides with the RABs.  The IAASA should be in a position to set up the required oversight function with little delay.  While Option 2 may be the ideal approach, it would probably take some considerable time to set up and implement fully.  It may also be considerably more costly that Option 3. 

Yours sincerely,

____________

Melissa Ryan,

Private Secretary

