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1. Opening Remarks 

WELCOME AND INTRODUCTIONS 

Dr. Thomadakis welcomed all participants and public observers to the meeting. He welcomed, in particular, 

Mr. Bhave, observing on behalf of the PIOB; Mr. Koktvedgaard, Chair of the IESBA CAG and Mr. Homma, 

the new Japanese FSA member, replacing Mr. Tamiya. Apologies were received from Dr. Arteagoitia and 

Messrs. Marchese and Dorfan. 

IESBA CAG MEETING 

Dr. Thomadakis reported that the IESBA CAG had met yesterday with a significant number of IESBA 

members in attendance either as Task Force chairs or as observers. He was of the view that the meeting 

had been productive. 

Mr. Koktvedgaard agreed, noting that the meeting had generated constructive feedback that would assist 

in progressing the various projects. He thanked Board members for attending the meeting.  

RECENT OUTREACH ACTIVITIES  

Dr. Thomadakis drew attention to the recent and upcoming outreach and related activities as detailed in 

the agenda material, noting that he was looking forward to further engagement with stakeholders. He 

thanked Messrs. Kato and Kwok for their assistance in arranging outreach activities in Japan and Singapore 

in October. He also thanked all IESBA representatives who had participated or agreed to participate in the 

recent and upcoming outreach activities. 

PUBLICATIONS 

Dr. Thomadakis reported that a Spanish translation of the 2014 IESBA Code, performed jointly by the 

Spanish, Mexican and Argentine IFAC member bodies, had been released in August 2015. He noted that 

efforts to translate the Code into other languages, especially widely spoken languages such as Spanish, 

are critical in supporting the IESBA’s efforts to promote adoption and implementation of the Code globally. 

Dr. Thomadakis also highlighted the recent release of the 2014 IESBA Annual Report. He thanked Mr. 

Kwok for leading the Board as Interim Chair from April to December 2014, noting that Mr. Kwok had handed 

him a board that was in excellent operational shape. 

MINUTES OF THE PREVIOUS MEETING 

The minutes of the June 29 – July 1, 2015 Board meeting were approved as presented. 

2. Long Association 

Dr. Thomadakis complimented Ms. Orbea on an effective presentation of the topic at the September 2015 

IESBA CAG meeting, which led to a constructive discussion. 

Ms. Orbea then briefed the Board on the significant comments received from the CAG, noting in particular:  

 Some support for the provisional Board position regarding the matter of cooling-off period for the 

engagement quality control reviewer (EQCR) with respect to listed and non-listed public interest entity 

(PIE) audits, balanced against some concerns about potential complexity of implementation.  

 General support for the provisional Board position addressing the matter of jurisdictional safeguards.  
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 Continuing diversity of views regarding the matter of permitting limited technical consultation of the 

former engagement partner or EQCR during the cooling-off period. 

 Some support for re-exposure of the proposals. 

WHETHER OR NOT TO RE-EXPOSE 

In the light of the CAG discussion, Ms. Orbea invited indicative views from IESBA members on whether 

they felt re-exposure would be necessary. In this regard, Mr. Siong briefly summarized the due process 

grounds for re-exposure. 

IESBA members broadly indicated they would lean towards re-exposure on the specific matters of the 

cooling-off period for the EQCR and the jurisdictional safeguards provision. Among other matters, IESBA 

members noted the following:  

 The position on the EQCR cooling-off issue has changed significantly from the ED, and it would be 

important for the Board’s rationale to be explained clearly to stakeholders. 

 Re-exposure would be warranted in view of the concerns of small and medium practices (SMPs) 

about the EQCR cooling-off period, and in particular about complexity of application. In addition, 

respondents to the ED were not fully supportive of changing the current approach to cooling-off for 

the EQCR. 

 The proposed jurisdictional safeguards provision represents a significant change as the ED did not 

address this matter. Stakeholders might perceive that the Board is departing from its approach to 

promulgating a Code for global application by dealing with considerations specific to particular 

jurisdictions.  

 Most views on the issues are firmly held. Accordingly, there is a concern the Board will hear the same 

views and have the same debates again. Accordingly, if the Board votes to re-expose, it should be 

made clear that the Board is only seeking new views on the revised proposals and not a restatement 

of views previously expressed. 

 In view of the perceived complexity of the provisions, it would be important to seek feedback from 

stakeholders regarding the practical impact of the revised proposals.  

Mr. Honma expressed the view that the Board’s provisional position on the cooling-off period for the EQCR 

would require re-exposure because it is so different from what was proposed in the ED. 

WAY FORWARD  

The IESBA asked the Task Force to present a revised draft of the long association provisions for 

consideration during a conference call to be arranged in mid-October 2015.  

3. Structure of the Code 

Mr. Thomson introduced the topic, outlining the background to the project, recent Task Force activities, and 

the objectives of the session. He thanked IESBA participants who had provided comments concerning the 

draft restructured Code (DRC) prior to the Board meeting. He reported that at the September 2015 CAG 

meeting, there were no significant concerns from the CAG regarding the direction of the project, and the 

feedback was generally positive. He highlighted the main input from the CAG. He also noted that the IFAC 

SMP Committee (SMPC) had provided comments on the agenda material for the Task Force’s 

consideration, and that the SMPC was supportive of the direction of the project. 
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Mr. Thomson noted that at the June/July 2015 meeting, there was a suggestion to provide a tool to assist 

readers in more quickly and directly referencing the DRC to the extant Code. In response, the Task Force 

had added comments against each paragraph of the DRC to explain its derivation, i.e., whether it is from a 

particular paragraph in the extant Code or new material. He added that this replaced the table of 

concordance, and that the mapping document comparing the draft restructured Code to the extant Code 

had been retained to facilitate review in either direction. He then led the Board through the main changes 

to the DRC, including the inclusion of a draft Guide to the Code, and the matters for consideration. 

STATUS OF “APPLICATION MATERIAL” 

Mr. Thomson noted that the sections of the DRC presented at the June/July 2015 meeting included 

“requirements and guidance.” To give due weight to the material accompanying the requirements and as 

suggested at that meeting, the Task Force proposed changing “guidance” to “application material.” IESBA 

members broadly supported this change in terminology.  

Mr. Thomson explained that the draft Guide to the Code includes a discussion of the importance to be 

assigned to application material, noting that it provides an understanding and facilitates proper application 

of the Code’s requirements. He noted that the draft Guide also states that the terms “generally necessary,” 

“recommended” and encouraged” indicate that the professional accountant (PA) is to use professional 

judgment in considering when the application material is appropriate for implementation. 

An IESBA member expressed the view that the term “generally necessary” did not convey a sufficiently firm 

expectation that the PA should apply the guidance. Another IESBA member was of the view that the term 

is distracting and should be avoided. That IESBA member felt that all application material should be 

considered from the perspective of whether a requirement is relevant to a particular matter, and that PAs 

should have a rationale for doing otherwise. Mr. Bhave commented that PAs should have good reasons 

not to follow application material, and not merely use their judgment to determine whether or not the 

guidance is appropriate. Mr. Thomson noted that the Task Force had struggled with the term as it is not 

imposing a requirement, yet it is stronger than the rest of the application material. He felt that making the 

guidance a requirement or a presumptive requirement could lead to a substantive change in meaning of 

the Code. Nevertheless, he acknowledged the concerns about the term being a distraction. The Board 

asked the Task Force to reflect on the matter further. 

An IESBA member expressed concern that the changes in the DRC were moving the Code away from its 

principles-based foundation and more into a rules-based landscape. The IESBA member felt that the 

strength of the Code and the value of its content lie in guiding PAs to recognize threats and then apply the 

conceptual framework. The IESBA member was of the view that there was a risk of losing this significant 

aspect of the Code by overemphasizing a focus on requirements. Mr. Thomson noted that a consequence 

of moving to the new structure has been that requirements have inevitably become more prominent. 

However, the basic approach is that PAs would still be required to comply with the fundamental principles, 

with the application material focused on how best to apply the conceptual framework in the circumstances. 

USE OF APPENDICES 

A few IESBA members expressed concern about the Task Force’s suggestion to include an appendix in 

the Guide to the Code for the guidance on addressing ethical dilemmas. The IESBA members felt that the 

status of an appendix is unclear and that this approach could be perceived as demoting a part of the Code 

to an appendix. It was also noted that adopting bodies could adopt the Code but not any appendices. Mr. 

Thomson explained that the Task Force was not intending to demote the guidance but giving it greater 
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visibility and enhancing navigability. A few other IESBA members expressed concern about visibility in an 

appendix and suggested that appendices be avoided. After further deliberation, the Board asked the Task 

Force to reflect on the matter further. 

LINKAGE BETWEEN OBJECTIVITY AND INDEPENDENCE 

Mr. Thomson explained that the Task Force proposed to add a sentence linking objectivity and 

independence at the beginning of Parts C1 and C2 which establish standards for independence. The goal 

was to have readers refer to the guidance pertaining to objectivity when reading the guidance on 

independence. He invited Board views as to whether the addition was beyond the Task Force’s mandate. 

IESBA members broadly supported the addition but asked that the Task Force further reflect on the clarity 

of the proposed wording. It was also suggested that proposed Section 112 addressing objectivity should 

mention independence.  

SPECIFIC REFERENCES TO NETWORK FIRMS 

Mr. Thomson explained that In terms of applying the materiality/significance test in relation to the 

independence requirements vis-à-vis network firms, the Task Force was of the view that there are three 

possible interpretations. These are that the test is applied to: 

(a) The whole of the network in aggregate (i.e., for this purpose “firm includes network firm” means the 

whole of the network); 

(b) The firm performing the audit and the relevant network firm that has the interest and relationship 

combined (i.e., for this purpose “Firm includes network firm” means the relevant network firm taken 

together with the firm performing the audit); or 

(c) The relevant network firm only (which, in the case of a situation where the firm performing the audit 

has the interest or relationship, would mean that the test is applied just to that firm). 

The Task Force proposed that the relevant paragraphs should be redrafted to apply interpretation (c). In so 

doing, the Task Force has had preliminary discussions with representatives of the largest networks, but this 

has not provided a consensus as to which interpretation was intended in the extant drafting of the Code. 

Although it is likely that the networks would consider materiality to the particular network firm having the 

interest or relationship, it is also possible that the extant wording would provide sufficient flexibility to enable 

facts and circumstances to be taken into account, such as the materiality of the network firm to the network, 

the size of the network firm compared to the firm performing the audit, whether the network firm has any 

involvement with the audit etc. Any such flexibility would be removed by the wording being proposed by the 

Task Force. This could therefore represent a change in the meaning of the Code. 

An IESBA member did not support separating firm and network firm as this could lead to a change in 

meaning and therefore be going beyond the scope of the project. The IESBA member was concerned about 

removing an element of judgment that firms can exercise and therefore making the Code more prescriptive 

in the process. Other IESBA members were of the view that it would not be appropriate to allow the current 

ambiguity in the Code regarding some of the provisions relevant to network firms to be carried over to the 

restructured Code. Accordingly, they felt that the Task Force should endeavor to clarify those areas where 

there is such ambiguity. Mr. Thomson noted that any changes would be explained in the explanatory 

memorandum to accompany the exposure draft (ED), and respondents’ views sought on them. After further 

deliberation, the Board asked the Task Force to proceed as proposed. 
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RELOCATING CERTAIN MATERIAL TO SUBSECTIONS 

Mr. Thomson explained the Task Force’s proposal to relocate two areas in the Code to subsections to 

enhance navigability: Second Opinions and Documentation. In relation to the latter, he noted that 

stakeholders have suggested that the documentation provisions be grouped in one place, an approach 

used in the International Standards on Auditing (ISAs).  

An IESBA member felt that the proposed relocation of the Second Opinions provisions gave the impression 

that this part of the Code now has a narrower scope in terms of being applicable only to circumstances 

concerning changes in appointment. Another member stated that the Second Opinions provisions should 

stand alone. Mr. Thomson noted that the Task Force would reflect further on this matter. 

In relation to the documentation provisions, an IESBA member was of the view that the documentation 

provisions cannot be on their own as they need to be in the part of the Code relevant to the PA’s particular 

professional activities. Another IESBA member was of the view that it may be beneficial to have all 

documentation provisions in one location, although navigating to that list may be a challenge. The Board 

asked the Task Force to reflect on the matter further. 

LABELING AND TERMINOLOGY 

Mr. Thomson explained that the labeling of the parts of the DRC have been changed back to Parts A, B 

and C to avoid potential confusion when citing paragraph numbers after noting the specific part of the Code.  

An IESBA member wondered whether respondents to the Consultation Paper had any particular comments 

on this matter. Mr. Thomson noted that respondents had made no significant comments on the matter. 

Another IESBA member was of the view that users will become familiar with the new labeling once the 

restructured Code is effective. After further deliberation, the Board broadly supported the Task Force’s 

proposal.  

Mr. Gunn wondered whether the Board would accept a situation where the Guide to the Code is not adopted 

in some jurisdictions. Mr. Thomson noted that the Task Force had not included anything in the Guide that 

would be essential to the application of the Code.  

ADVANCED INPUT RECEIVED FOR TRANCHE I AND TRANCHE II 

Mr. Thomson presented highlights of the advanced input received from IESBA participants on the two 

tranches. Among other matters, the following were raised for the Task Force’s further consideration: 

 The presentation of the DRC appears to have become more rules-based, although the meaning of 

the Code has not changed. Accordingly, there would be merit in emphasizing in the introduction to 

the Code that the Code is principles-based.  

 The removal of the reasonable and informed third party test from the conflicts of interest guidance 

seems to represent a substantive change as the test is a key step-back element in evaluating conflicts 

and helps with the flow of the provisions. A Task Force member acknowledged the importance of the 

flow of the provisions on conflicts of interest and noted that the approach the Task Force had taken 

was to reinforce the test at the beginning of the section. The Task Force member noted that 

reinforcing the application of the conceptual framework at each subsection could become repetitive. 

 Consideration should be given to the extent to which bullet points and sub-levels are used as too 

many of them may make the Code appear very granular. Also, care should be taken in using “and” 

and “or” at the end of the penultimate bullet in a list.  
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 Consideration should be given to the extent of cross-referencing within a section as too much cross-

referencing creates complexity. 

 Consideration should be given to using the term “review engagement” as opposed to “review” to be 

consistent with the defined term.  

 The guidance addressing fees should be separated from the guidance addressing compensation as 

compensation covers more than just fees, for example, appointment, evaluation, etc. In addition, the 

evaluation of dependency and size of fees does not come across as strongly as in the extant Code.  

 It is appropriate for the guidance addressing independence to mention threats to independence as 

opposed to threats to compliance with the fundamental principles. All PAs must be objective. 

However, it is only the auditor who must be independent and that point should be emphasized.  

 The approach to the provisions concerning acting as a company secretary in the DRC should be 

reconsidered, as the focus appears to have moved away from the conceptual framework basis in the 

extant Code.  

 The guidance explaining the relevant considerations regarding whether an entity is a PIE is important 

application material that should be in the body of the Code. It could additionally be repeated in the 

glossary.  

MATTERS FOR BOARD ATTENTION 

Mr. Thomson outlined the main items the Task Force had identified for the Board’s future consideration, 

noting that the Task Force had not yet discussed them with a view to reaching conclusions. A few IESBA 

members suggested that the Planning Committee consider these matters and advise the Board on the way 

forward in due course.  

In relation to the audit of specific elements, accounts or items in a financial statement, an IESBA member 

did not believe that this is an issue as such an engagement should default to extant Section 291.1 Another 

IESBA member felt that this type of engagement could be technically out of the Code’s current scope and 

that consideration should be given to discussing with the International Auditing and Assurance Standards 

Board (IAASB) whether the definition of “financial statements” could be reconsidered. 

An IESBA member expressed support for flagging the definition of the concept of an employee as a potential 

matter warranting future attention, given changes in business practices and how companies contract 

individuals to work for them. Another IESBA member, however, cautioned that care should be taken in 

including contractors in the definition of an employee. It was noted in particular that in relation to 

independence, contractors are already covered in the definition of audit team. 

FORWARD TIMELINE 

Mr. Thomson outlined the forward timeline for the project, including the opportunity to explore pilot testing 

in 2016. In this regard, he explained that the extended comment period on the ED of the DRC could enable 

stakeholders to “test drive” the DRC to identify any implementation challenges. An IESBA member 

cautioned that any pilot testing would need to be carefully managed to avoid regulatory uncertainty. Mr. 

Thomson explained that the Task Force was not intending that there would be two separate but parallel 

                                                        
1 Section 291, Independence – Other Assurance Engagements 
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codes in effect, and consideration could be given to using a term other than “pilot testing” to avoid any 

confusion. 

Mr. Bhave wondered why the new Code would not be effective until 2018 when it would be finalized and 

approved in 2017. Mr. Siong explained that stakeholders will need time to adopt and implement the 

restructured Code, given that it will also include new or revised provisions arising from the other projects 

on the Board’s agenda. Dr. Thomadakis also explained the Board’s earlier decision to coordinate the 

different work streams so that changes to the Code are not issued in piecemeal fashion. 

WAY FORWARD 

The Board asked the Task Force to present a revised draft of Phase 1 of the DRC for consideration with a 

view to approval for exposure at the November/December 2015 meeting. 

4. Safeguards 

Mr. Hannaford introduced the topic, noting that the objective of the Task Force’s proposals is to improve 

the clarity, appropriateness and effectiveness of safeguards in extant Sections 1002 and 2003 of the Code. 

He outlined the objective of the session, being a first read of the proposed revisions to Sections 100 and 

200. He indicated that the Task Force’s proposals for safeguards that pertain to non-assurance services in 

Section 290 of the Code will be presented at future IESBA meetings. Mr. Hannaford also noted that his 

presentation would highlight the input received from the IESBA CAG and the SMPC’s Ethics Task Force 

regarding the proposals. He then set out to lead the discussion of the key issues and Task Force proposals. 

CLARIFICATIONS TO THE CONCEPTUAL FRAMEWORK 

Mr. Hannaford drew IESBA members’ attention to the Task Force’s proposed revisions to the conceptual 

framework, reminding them that the intent of the changes was to re-focus the conceptual framework to 

better emphasize that the PA’s key objective is to eliminate threats to compliance with the fundamental 

principles or reduce them to an acceptable level.  

The Board broadly supported the Task Force’s proposed revisions to extant Section 100. Many IESBA 

members described the proposed changes to the conceptual framework as a major step forward.  

In addition to various editorial suggestions, the Board asked that the Task Force:  

 Further refine its proposals to better explain the interaction between the evaluation and re-evaluation 

of threats. An IESBA member suggested that the Task Force consider clarifying how an entity’s 

establishment and implementation of an internal control system factors into the PA’s application of 

the conceptual framework. 

 Include additional application material to provide further explanation regarding when the PA should 

re-evaluate threats or take the “step back” action. Some IESBA members were of the view that the 

Code should explicitly require the PA to re-evaluate threats.  

 Better explain what is meant by the statement that “a threat will not be at an acceptable level if any 

of the fundamental principles is compromised or would likely be compromised.” In this regard, the 

                                                        
2  Section 100, Introduction and Fundamental Principles 

3  Section 200, Introduction (Part B – Professional Accountants in Public Practice) 
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Board discussed a CAG Representative’s suggestion that the statement be redrafted in a manner 

that is more affirmative, and agreed that this would be a reasonable approach forward.     

DESCRIPTION OF SAFEGUARD 

Mr. Hannaford highlighted the Task Force’s proposed description of a safeguard as follows:  

Specific actions or measures that the professional accountant takes to effectively eliminate identified threats 

to the fundamental principles or reduce them to an acceptable level. Safeguards, which may be individual or 

a combination of specific actions or other measures, are effective when they eliminate or reduce the level of 

the threat to an acceptable level, such that the fundamental principles are not compromised, or are not likely 

to be compromised. 

He explained that in the Task Force’s view certain conditions or factors may exist in a work environment 

that are conducive to compliance with the fundamental principles, but are not safeguards. He further 

explained that those conditions or factors may support the application of safeguards, and therefore should 

be considered as part of the PA’s evaluation of threats. 

IESBA members generally agreed to the Task Force’s proposed revised description of safeguards, but 

suggested that the Code should better explain the difference between a safeguard and a condition or factor 

that affects the PA’s evaluation of a threat. The Board also asked the Task Force to explain in the Code 

that actions are safeguards only when they are effective in eliminating threats or reducing them to an 

acceptable level, such that the PA complies with the fundamental principles.  

Some IESBA members wondered whether it would be more appropriate to use the term “policies and 

procedures” as opposed to “condition.” 

Mr. Koktvedgaard also expressed support for the Task Force’s proposals but echoed the views of IESBA 

members who suggested that the Task Force better explain the difference between safeguards and 

“conditions that affect the PA’s evaluation of the level of a threat.” He also suggested that the Task Force 

consider how the PA should address the risk that a threat cannot be eliminated or reduced to an acceptable 

level. Mr. Hannaford explained that other sections of the Code address prohibitions, i.e., specific situations 

where safeguards cannot be applied.  

REASONABLE AND INFORMED THIRD PARTY AND STEPPING BACK  

Mr. Hannaford explained that the “reasonable and informed third party” test is part of an assessment that 

the extant Code requires PAs to make in determining whether a threat to compliance with the fundamental 

principles has been eliminated or reduced to an acceptable level. He also explained that the Task Force’s 

proposal was intended to clarify the linkage between the concept of a “reasonable and informed third party” 

and “stepping back,” and that the reasonable and informed third party is a hypothetical person.   

IESBA members generally supported the Task Force’s proposed description of a reasonable and informed 

third party. In addition to editorial suggestions, the Board asked that the Task Force consider how to:  

 Better emphasize that the reasonable and informed third party assists in determining an acceptable 

level.  

 Avoid conveying that the reasonable and informed third party test needs to be performed by a highly 

technical person. Instead, the focus should be on challenging whether the PA’s judgments were 

appropriate based on the facts and circumstances at the time the judgments were made.  
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 Avoid the use of the word “conceptual” to describe a reasonable and informed third party. 

Mr. Gunn suggested that the Task Force consider how to incorporate the public interest perspective as part 

of the description of reasonable and informed third party.  

An IESBA member questioned whether the reasonable and informed third party evaluation should refer to 

facts and circumstances that the PA “knows, or could reasonably be expected to know.” Mr. Hannaford 

explained that this terminology is already used in the extant Code.   

OTHER MATTERS 

Some IESBA members suggested that the Task Force consider whether guidance in the Code can be 

provided to assist PAs better document the process of applying safeguards, in light of the proposed 

revisions. The Board also encouraged the Task Force to continue to proactively liaise with the Structure 

Task Force to ensure alignment in the timelines and proposals for the Safeguards and Structure of the 

Code projects.   

Mr. Koktvedgaard complimented the Task Force on its work. He recalled that the agenda materials for the 

June 2015 meeting included a table that illustrated the linkages between threats and the fundamental 

principles. He suggested that the Task Force consider how to incorporate this table as a way of explaining 

the linkage between threats and the fundamental principles in the Code.  

WAY FORWARD 

The Board asked the Task Force to present a revised draft of the proposed changes to extant Sections 100 

and 200 at the November/December 2015 IESBA meeting with a view to approval for exposure. 

5. Responding to Non-Compliance with Laws and Regulations (NOCLAR) 

Ms. Gardner briefed the Board on preliminary highlights of significant comments received on the May 2014 

NOCLAR ED. Among other matters, she presented an overview of the responses received to date and 

outlined selected key concerns raised by respondents. She then summarized the next steps in the project, 

including a full review of the significant comments on the ED at the November/December 2015 meeting. 

Dr. Thomadakis thanked Ms. Gardner for the presentation, and especially for her long and dedicated 

service on the Task Force. He indicated that the focus in this final stage of the project would be on outreach 

to stakeholders. 

6. Review of Part C of the Code – Phase 1 

Mr. Gaa introduced the topic, recapping the key milestones achieved to date in this phase of the project 

and the anticipated timeline going forward. He then set out to outline the significant comments received on 

the proposed Section 3704 included in the Part C Phase I Exposure Draft (ED) and matters raised by 

respondents common to both Sections 3205 and 370, and the Task Force’s related proposals. He also 

outlined the Task Force’s proposed revisions to Section 320 based on feedback received at the June/July 

2015 Board meeting.  

                                                        
4 Proposed Section 370, Pressure to Breach the Fundamental Principles 

5  Proposed Section 320, Preparation and Presentation of Information 
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SECTION 370 

Types of Pressure 

The guidance in proposed Section 370 in the ED included a description of pressure to breach the 

fundamental principles, a wide variety of examples of situations in which pressure may arise and guidance 

on how to identify and respond to such pressure. The ED emphasized that proposed Section 370 did not 

address “routine” pressures a PAIB may encounter within a work place environment. 

Mr. Gaa explained that while respondents were broadly supportive of the proposals in the ED, several 

indicated that clarity was needed in certain areas. Responses to the reference to “routine” pressure were 

mixed. The Task Force considered that a distinction between pressure to breach the fundamental principles 

and “routine” pressure was not beneficial. Accordingly, it felt that the reference to routine pressures should 

be deleted, with the revised guidance focusing on factors to determine if pressure could result in a breach 

of the fundamental principles and how the PAIB should deal with such pressure. 

In addition to editorial suggestions, IESBA members made the following comments or suggestions for the 

Task Force’s further consideration: 

 The guidance could be improved by firstly addressing how to deal with pressure being placed on the 

PAIB and then the issue of a PAIB placing pressure on others. Both issues are important. However, 

by combining the guidance on the two, a risk exists that readers may not pay adequate attention to 

a PAIB placing pressure on others. 

 It was debatable whether a PAIB placing pressure on another individual resulting in that individual 

breaching the fundamental principles would constitute a breach of the fundamental principles by the 

PAIB. It would be better to revert to the original wording in the ED. 

 A PAIB placing pressure on others is a graver issue than a PAIB being subjected to pressure by 

another. The guidance on placing pressure on others should thus be placed earlier in the Section to 

emphasize that it is more important. 

Responding to Pressure to Breach the Fundamental Principles 

The ED proposed guidance for the PAIB to consider after determining that the pressure the PAIB faces 

would lead to a breach of the fundamental principles. Mr. Gaa explained that respondents generally agreed 

with the guidance, providing suggestions on how the clarity and structure of the guidance could be 

improved. 

In addition to editorial suggestions, IESBA members made the following comments or suggestions for the 

Task Force’s further consideration: 

 The Task Force’s decision not to include the “third party test” in paragraph 370.5 is appropriate as 

how pressure is interpreted is a personal issue that can be perceived differently by different 

individuals.  

 The guidance on restructuring or segregating certain responsibilities and duties so that the PAIB is 

no longer involved with the individual or entity exerting the pressure would appear impractical, as the 

PAIB would not be able to restructure the way a company is organized. Mr. Gaa explained that the 

guidance was not suggesting that the entire company be restructured, but that the PAIB’s personal 

responsibilities be restructured to eliminate the pressure. 
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 Requesting a restructuring of responsibilities and duties does not absolve the PAIB from meeting his 

or her responsibilities in the Code if the restructuring simply results in another individual being subject 

to the same pressure. Mr. Gaa explained that what the Task Force intended was for the PAIB to seek 

to restructure the duties and responsibilities of that position in order to eliminate the pressure (or 

reduce it to an acceptable level), regardless of who occupies the position. 

 Regarding the guidance on addressing conflicts of interest, the key mitigating action is recusal from 

involvement in the matter. Accordingly, rather than suggesting that the PAIB remove himself or 

herself from the position of conflict, it would be better to guide the PAIB to remove himself or herself 

entirely from any involvement in the matter that is at conflict. 

Reference to Other parts of the Code 

The ED proposed to refer PAIBs to appropriate sections of Part C when the PAIB faces pressure to breach 

the fundamental principles in specific situations. Mr. Gaa explained that all respondents agreed with the 

cross referencing. In addition, the Task Force had taken the decision to move the references to paragraph 

370.4, under the respective examples of pressure, based on a respondent’s suggestion.  

Subject to a formatting change, IESBA members broadly supported the Task Force’s proposals.  

MATTERS COMMON TO SECTIONS 320 AND 370 

Mr. Gaa summarized respondents’ comments that were common to both proposed Sections 320 and 370, 

including concerns that the lists of examples could be considered all-inclusive; and whether the guidance 

should be tailored to the PAIB’s level of seniority. 

Lists of Examples 

Mr. Gaa explained that additional wording had been added to clarify that the lists of examples were not 

exhaustive. In addition, based on the responses received on the ED, additional examples had been added 

to the proposed guidance and several examples clarified. Mr. Gaa also indicated that the Task Force would 

consider adding another example of pressure based on a suggestion received at the September 2015 

IESBA CAG meeting. Mr. Siong suggested that the Structure Task Force consider making clear in the 

proposed guide on how to use the Code that lists of examples in the Code are not intended to be exhaustive. 

An IESBA member wondered whether the lists of examples could be too long. Mr. Gaa explained that given 

the variety of situations in which pressure could arise, the Task Force believed that the lists were helpful. 

After further deliberation, IESBA members broadly supported the direction of the examples included in the 

guidance. 

Differentiating Between “Senior PAIBs” and Other PAIBs 

Several respondents to the ED noted that it may be beneficial for the guidance to differentiate between 

“senior PAIBs” and other PAIBs. Mr. Gaa summarized the Task Force’s deliberation on this topic. He 

explained that the Task Force considered it sufficient to enhance the guidance in paragraph 300.5 to clarify 

that a higher expectation exists for more senior PAIBs, without distinguishing between “senior PAIBs” and 

other PAIBs. 

IESBA members expressed the following views on the proposed guidance, among other matters: 

 Unlike PAs in public practice, PAIBs’ supervisors may not be PAs. Attempting to separate “senior 

PAIBs” from other PAIBs would be very complex. 
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 There may be a benefit in differentiating between “senior PAIBs” and other PAIBs in paragraph 320.8 

to provide guidance specifically for non-senior PAIBs on actions to take to avoid remaining associated 

with misleading information after all feasible options to resolve the matter have been exhausted. The 

current proposed guidance suggested that the PAIB should consider resignation from the employing 

organization. This could prove very onerous for a non-senior PAIB. 

A Task Force member explained the Task Force’s view that the differentiated guidance would need 

to account for a number of variables, including the size of the employing organization and the PAIB’s 

specific responsibilities. The Task Force felt that doing so would be impractical. In addition, the Task 

Force noted that the Code applies to all PAIBs. Ethical principles should therefore not be diluted for 

lower-level PAIBs. It was also noted that under the proposed wording, only “senior PAIBs” would 

have access to information of such importance that it would require them to take significant actions, 

such as resigning, to avoid being associated with it. Accordingly, whether resignation is a reasonable 

option would depend on the nature of the information and the PAIB’s seniority. 

 A principles-based Code is written with the expectation that PAs will apply professional judgement. 

The proposed wording in paragraph 320.8 should thus not differentiate between “senior PAIBs” and 

other PAIBs. 

 There is a need to avoid being too prescriptive in the proposed guidance in paragraph 300.5 given 

the range of employing organizations that exist.  

 The proposed revision to paragraph 300.5 contains only brief guidance which does not appear to 

fully address the issue of how to better differentiate between “senior PAIBs” and other PAIBs. 

Consideration should be given to better explaining what the two different categories of PAIB are able 

to do in their different roles and capacities. 

The Board asked the Task Force to consider the matter further in the light of the comments above. 

SECTION 320 

Significant comments on the proposed Section 320 in the ED, matters related to the entire ED and other 

matters raised not related to the ED were presented at the June/July 2015 Board meeting. Based on 

feedback received, the Task Force had made additional revisions to Section 320. Mr. Gaa explained that, 

in addition to editorial changes to enhance and clarify the guidance, the main changes to Section 320 were: 

the deletion of the term “fair and honest” to focus the guidance on the fundamental principles; the inclusion 

of an additional example in paragraph 320.3 to align the guidance with ISA 540;6 and the removal of the 

term “reasonable steps” along with addition of “steps” to take when relying on the work of others. 

An IESBA member expressed a concern that jurisdictions were increasingly encompassing the Code into 

local laws. The IESBA member observed that paragraph 320.2 contained terms such as representing the 

“accurately” and “completely,” which are not used by the International Accounting Standards Board. The 

IESBA member was of the view that, if interpreted literally, these terms would set a standard that would be 

difficult, if not impossible, for a PAIB to meet, thus potentially leading the PAIB to breach law or regulation. 

Mr. Gaa noted that respondents to the ED had not raised any concerns regarding these terms. Mr. Siong 

also noted that the Board had not raised any concerns regarding the inclusion of these terms in the ED, 

                                                        
6  ISA 540, Auditing Accounting Estimates, Including Fair Value Accounting Estimates and Related Disclosures 
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which are also used in the extant Code. In addition, the terms are appropriately qualified by the further term 

“in all material respects.” After further deliberation, the Board asked the Task Force to reflect on the matter.  

Subject to some editorial comments, the Board otherwise broadly supported the direction of the revised 

text of Section 320. 

WAY FORWARD 

The Board asked the Task Force to present final drafts of Sections 300, 320 and 370, and related 

consequential and conforming amendments to other sections of Part C, for approval for close-off under the 

current structure and drafting conventions at the November/December 2015 IESBA meeting.  

7. Staff Publication on Fees 

Dr. Thomadakis introduced the topic, outlining the background to the proposed development of the staff 

publication on fees. He noted in particular the intent for the publication to highlight important considerations 

in the Code for auditors when setting audit fees, in circumstances where there may be downward pressure 

on such fees. He emphasized that the publication was not intended to introduce new principles or 

provisions. He then invited views on the preliminary draft of the publication. 

In broadly supporting the development of the publication, IESBA members made the following comments 

and suggestions for staff’s further consideration, among other matters: 

 The publication will be useful for auditors, those charged with governance (TCWG), regulators and 

other stakeholders. However, the key message should be that auditors should perform a high quality 

audit regardless of the audit fee.  

 The publication should be shorter and more focused. In particular, considerations regarding 

contingent fees and acceptance and continuance are not central to the topic. In addition, care should 

be taken to focus on the Code and not on audit quality issues. 

 The primary driver for firms’ use of “offshoring” is audit quality and not efficiency. 

 It would not be appropriate to include the section on future IESBA actions on fee-related issues, as 

this could suggest that the Board is already anticipating changes to the Code relating to fee issues. 

 Care should be taken so that the messages in the publication are not inconsistent with the IESBA’s 

role as guardian of the Code. 

 Good governance values high quality audits as an essential part of properly running a business and 

does not view them merely as a cost to be minimized. 

 The initiative is commendable and consideration should be given to using the vehicle of staff 

publications to highlight PAs’ ethical responsibilities regarding other issues such as aggressive tax 

avoidance.  

An IESBA member wondered whether different messages could be identified and conveyed to different 

audiences, such as TCWG. A few other IESBA members were of the view that the publication should be 

addressed primarily to auditors. Nevertheless, they felt that there would be merit in highlighting the 

important role of TCWG and regulators. It was noted in particular that the general tone from TCWG has 

helped to mitigate pressures on audit fees in some jurisdictions, despite a move towards retendering. 

Mr. Koktvedgaard expressed concern that the publication might be viewed by competition authorities as an 

attempt to increase audit fees for firms. He was of the view that the tone should be more neutral as audit 
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fees could also become excessive. He suggested that the key message should be that regardless of the 

fee level, firms should comply with the Code and perform a high quality audit.  

PIOB Observer’s Remarks 

Mr. Bhave was of the view that when the matter of fees is raised, the question one would tend to think more 

about is the question of fees for non-audit services as opposed to audit fees. He wondered what should be 

done if such a question were raised. 

WAY FORWARD 

The Board asked staff to consider the feedback received and present a revised draft of the staff publication 

for consideration with a view to finalization at the November/December 2015 meeting. 

8. PIOB Observer’s Remarks 

Mr. Bhave conveyed his belief that the discussions had been very useful and informative. He was of the 

view that throughout the discussions the public interest had not been subordinated in any way. 

Dr. Thomadakis thanked Mr. Bhave for this comments. 

9. Next Meetings 

The Board will next meet via teleconference on October 14, 2015. The next physical Board meeting is 

scheduled for November 30 – December 4, 2015 in New York, USA.  

10. Closing Remarks 

Dr. Thomadakis thanked IESBA participants for their contributions to the meeting. He also thanked IFAC 

for hosting the meeting and for its administrative support. He then closed the meeting. 


