Mythbuster: the auditor's

responsibilities in respect of the
provision 29 statement required by the
UK Corporate Governance Code 2024
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Effective for periods commencing on or after 1 January 2026, companies reporting under The UK
Corporate Governance Code 2024, are required to include a Board declaration of the effectiveness of
the company’s material controls in the annual report (the “Provision 29 statement”).

This Mythbuster sets out information for stakeholders that may assist in determining the auditor’s
responsibilities under ISAs (UK) in audits of financial statements where the accompanying annual
report contains the Provision 29 statement.

The Corporate Governance Code 2024, Provision 29:

The Board should monitor the Company’s risk management and internal control framework and,
at least annually, carry out a review of its effectiveness. The monitoring and review should cover all
material controls, including financial, operational, reporting and compliance controls.

The Board should provide in the annual report:

a description of how the Board has monitored and reviewed the effectiveness of the framework;

a declaration of effectiveness of the material controls as at the balance sheet date; and

a description of any material controls which have not operated effectively as at the balance sheet
date, the action taken, or proposed, to improve.

Does the
auditor’s opinion
on the financial

statements cover
the Provision 29
statement?

No. The auditor's opinion on the financial statements does not
cover the Provision 29 statement.

The requirements of the relevant UK auditing standards have
not been changed or extended in response to changes to the UK
Corporate Governance Code.

For more information on the Corporate Governance Code, including factsheets,

guidance and more, visit our website.




What are

the auditor’s The Provision 29 statement is other information for the
responsibilities auditor’s purposes. ISA (UK) 720" deals with the auditor’s
responsibilities relating to other information included in an

in respect of the ey
entity’s annual report.

Provision 29
statement?

Other information — Financial or non-financial information

(other than financial statements and the auditor’s report
thereon) included in an entity’s annual report.

As part of their responsibilities under ISA (UK) 720, the auditor
reads and considers the Provision 29 statement, alongside

the other information. The auditor’s objective in respect of
other information is to consider whether there is a material
inconsistency between the other information and the financial
statements or the auditor’'s knowledge obtained in the audit.?
The auditor applies professional judgement to determine
what procedures, if any, are needed in their consideration of
the Provision 29 statement.? Performance of those procedures
does not represent an assurance engagement.

1. ISA (UK) 720 (Revised May 2026), The Auditor’s Responsibilities Relating to Other Q

Information
2. ISA (UK) 720 (Revised May 2026), paragraph 14

3. ISA (UK) 720 (Revised May 2026), paragraphs 14-1, A36-6-A36-12

Do the material
controls identified by
the Board to comply
with Provision 29
correspond to the

controls that the Under the UK Corporate Governance Code, the Board
auditor identifies as is required to monitor the company'’s risk management
part of the audit as and internal control framework and carry out a review of
being relevant to the |’Fs effc-?-ctlveness,. covering aII. material contr'ols, including
preparation of the financial, operational, reporting and compliance controls.

financial statements?

Not necessarily. Whilst there may be some overlap, the
controls identified by the Board under Provision 29 and
those identified by the auditor for the financial statement
audit are not identical and serve different purposes.

By contrast, the auditor is required to obtain an
understanding of the entity’s system of internal control
sufficient to identify and assess the risks of material
misstatement of the financial statements. The scope of

the auditor’s work in respect of controls is therefore much
narrower as it is relevant to the preparation of the financial

statements. e




Is the auditor
required to

test the design,
implementation
and operating

effectiveness of
material controls
identified by the
Board to comply
with Provision 29?

4. ISA (UK) 720 (Revised May 2026), paragraph A36-8 provides further information on the

No, the auditor is not required to test the design, implementation
and operating effectiveness of the material controls identified by
the Board for the Provision 29 statement. As set out in ISA (UK)
720,*the auditor’s responsibilities in respect of the Provision 29
statement are limited to reading and considering the Provision
29 statement, as it forms part of the other information, and do
not extend to testing the design, implementation and operating
effectiveness of the material controls identified in the Provision
29 statement. The auditor may, however, choose to test the
operating effectiveness of controls as part of their response to
assessed risks in the audit.> This may include controls which are

also material controls under Provision 29.

auditor’s responsibilities

5. ISA (UK) 330 (Revised July 2017), The Auditor’s Responses to Assessed Risks

What are

the auditor’s
responsibilities
if they identify
a significant
deficiency in

internal control as
part of their audit
of the financial
statements in an
area that includes
a material
control?

6. ISA (UK) 260 (Revised November 2019), Communication with Those Charged with
Governance

When performing the audit of the financial statements, any
significant deficiency, or combination of deficiencies, in internal
control identified in the audit forms part of the auditor’'s knowledge
obtained in the audit. The auditor takes this knowledge into account
when considering whether a material inconsistency exists between
the Provision 29 statement and the auditor’s knowledge obtained

in the audit. In doing so, the auditor also considers their overall
understanding of the significant deficiency, including the results of
management’s remedial actions prior to the balance sheet date and
the outcome of any communications with management or those
charged with governance under ISA (UK) 2606 and ISA (UK) 265.7

A significant deficiency in internal control identified during the audit,
even when it arises in the same overall area as a material control,
does not necessarily contradict the Board concluding that material
controls are effective for the purpose of the Provision 29 statement.®
The auditor uses professional judgment to consider whether there

is @ material inconsistency between the Board's disclosures in the
Provision 29 statement and the auditor's knowledge obtained in the
audit. Where the auditor concludes that the significant deficiency

in internal control does not undermine the Board's Provision 29
statement, no further action under ISA (UK) 720 may be required.
However, if the deficiency calls into question statements made in the
other information, the auditor must evaluate whether this gives rise
to a material misstatement of the other information and respond in

accordance with ISA (UK) 720.

7. ISA (UK) 265, Communicating Deficiencies in Internal Control to Those Charged with
Governance and Management

8. ISA (UK) 720 (Revised May 2026), paragraph A36-9 provides further application material
on this situation




What is the impact
P Where the Board discloses an ineffective material control

on the a‘,“i"t when in accordance with the Provision 29 statement in an area
the Provision 29 relevant to the auditor’s risk assessment and performance
statement identifies of the audit, the auditor considers whether this is new

an ineffective information which is inconsistent with the audit evidence
material control? on which the auditor originally based the identification or
assessments of the risks of material misstatement.” The
auditor may need to undertake additional audit procedures
to obtain an understanding of the nature and impact of
the ineffectiveness of the material control and how it may
impact the auditor’s risk assessment.

The auditor applies professional judgement to determine
the appropriate audit procedures, if any, to address the
impact of the ineffective material control on the audit.

9. ISA (UK) 315 (Revised July 2020), paragraph 37

Are there
other auditor’s For those entities that are required to make a statement of

. how they have applied the principles of the UK Corporate
respon5|b|I|t|e§ under Governa>:1ce Codziothe Finarl?cial Cponduct Authority'E (FCA's)
law or regul?t.lon UK Listing Rules require that the entity ensures that the
for the Provision 29 auditor reviews certain statements made by those charged
statement? with governance in the annual report before the annual
report is published.’ The requirements in ISA (UK) 720
assist the auditor in meeting these additional obligations
required by the FCA's UK Listing Rules.” The FCA's UK
Listing Rules do not require the auditor to make reference
to these responsibilities or the outcome of the auditor’s
review in the auditor’s report.

10. 6.6.20R of the Financial Conduct Authority’'s UK Listing Rules o

11. ISA (UK) 720 (Revised May 2026), paragraph A36-11 provides further application
material
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