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June 14, 2010
independenceed@cica.ca
Independence Task Force

The Canadian Institute of Chartered Accountants

277 Wellington Street West

Toronto, Ontario 

M5V 3H2

Re:
Request for Comments on the Review of Independence Provisions for Auditors
The Canadian Advocacy Committee
 of the CFA Institute
 Societies of Canada (the CAC) appreciates the opportunity to comment to the Independence Task Force of the Canadian Institute of Chartered Accountants (CICA) on the the proposed changes to Canadian Auditors Independence standards.

While we appreciate the need to keep standards under regular review to ensure that they meet the demands of the market place in the current environment, we do have a number of concerns about the proposed changes.

We are concerned that the task force was composed only of CAs or FCAs without representation from other stake holders. Little consideration seems to have been given to needs of users of financial statements and investor protection. Poor auditor independence has direct impact on investors.  Many of these proposed changes only seem to take into account the interest of accounting professionals and possibly preparers. 

The existing rules for auditor rotation provide only limited protection, given all partners in a firm share in the economics of audits. Changing the review partner and the quality control reviewer periodically may provide an appearance of independence to the audit process without adding any real substance.  

The CAC support convergence of regulatory and accounting standards, but to the higher standard. We believe that requiring rotation every 7 years with a 2 year “time out” is effectively no standard at all. We strongly encourage the CICA to reconsider convergence to rules that provide less protect to investors. 

Further, technical partners play an increasing role auditing complex transactions. We believe that technical partners should also be required to rotate.

There should be no size threshold for audit independence, $10 million or other. Too much of the discussion regarding the proposed standard seems to relate to auditor and the audited entities' needs. Auditors work for investors. Investors rely more, and not less, on auditors when analysing smaller companies. It should be noted that in Canada, IFRS makes no size distinction at all (IFRS SME GAAP is not acceptable in Canada). 

The CAC does support a one-time temporary extension of the terms for audit partners and reviewers that would normally end in the years 2010 to 2011 (2 years extension) to facilitate the transition to IFRS for public companies.

The CAC also support the express application of independence rules to mutual funds that might not automatically be considered to be “publicly accountable”.

Concluding remarks

We thank you for the opportunity to provide the foregoing comments. We would be happy to address any questions you may have and we appreciate the time you are taking to consider our point of view. Please feel welcome to contact us at chair@cfaadvocacy.ca.

	(signed  ’Robert Morgan')
	(signed  'Ross Hallett')



	Robert F. Morgan CFA CGA

Member, Canadian Advocacy Council 
	Ross E. Hallett, CFA

Chair, Canadian Advocacy Council


� 	The CAC represents the 12,000 Canadian members of CFA Institute and its 12 Member Societies across Canada. The CAC membership includes portfolio managers, analysts and other investment professionals in Canada who review regulatory, legislative, and standard setting developments affecting investors, investment professionals, and the capital markets in Canada.


� 	With offices in Charlottesville, VA, New York, Hong Kong, and London, CFA Institute is a global, not-for-profit professional association of more than 96,000 investment analysts, portfolio managers, investment advisors, and other investment professionals in 133 countries, of whom nearly 83,000 hold the Chartered Financial Analyst® (CFA®) designation. The CFA Institute membership also includes 136 member societies in 57 countries and territories. � HYPERLINK "http://www.cfainstitute.org/aboutus/index.html" ��http://www.cfainstitute.org/aboutus/index.html�





