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DearrVanker

KPMG comments on the proposed amendments to the Code of
Professional Conduct for Registered Auditors addressing Custody
of Client Assets

Thank you for the opportunity to comment on the proposed amendments to the
Code of Professional Conduct for Registered Auditors (IRBA Code) issued in
May 2016. We have provided our comments as responses to the specific
questions that were raised in the Request for Comments issued by the IRBA,
these questions are set out below.

1 Do you agree with the proposed amendments to Section 270.4?

We believe that the rationale for proposing the amendments is sound,
however the proposed process is cumbersome for firms with a large
number of clients on behalf of whom funds are held.

2 If‘No’, please indicate what additional guidance is needed.

The proposed process seems to indicate that a separate bank account
should be opened for each client and designated as such (opened in the
client's name). An alternative should be considered for firms with a large
number of clients on behalf of whom funds are held in order to reduce the
administrative task and costs created by the need to open a separate bank
account for each client. This naming requirement may also be problematic
since each account will still have to be in the firm/auditor's name at a
minimum.

Two proposed alternatives that could be considered for these amendments
are:

- Firstly to recommend that the client opens their own bank account
and gives the auditor authority to release specified payments from
this account, in line with the intended service. This would ensure that
the funds are still the property of the client since the account belongs
to the client.
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- The second alternative is that an umbrella account could be opened
by the auditor, in the auditor’s name, where sub-accounts can be
created for each client. The opening of these sub-accounts is far
less cumbersome than opening a new bank account for each client
and the funds for each client will be clearly designated.

Please feel free to contact me on the details indicated below should you
require any clarification on our comments.

Yours faithfully

o fesee

Steven Louw
Executive Partner: Risk Management
KPMG Inc

Steven.Louw@kpmg.co.za
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