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Structure of the Code― 
Significant Issues from Structure ED-2 Comments and Related Task Force 

Responses  
 

How the Project Serves the Public Interest 

Through the development of a restructured Code, the project serves the public interest by: 

• Enhancing understandability of the Code, thereby facilitating compliance and enforcement; and 

• Improving the usability of the Code, thereby facilitating adoption, effective implementation and 
consistent application. 

Background  

1. Taking into account respondents’ feedback on the December 2015 Exposure Draft Improving the 
Structure of the Code for Professional Accountants – Phase 1 (Structure ED-1) as well as input from 
its Consultative Advisory Group (CAG), the IESBA agreed in principle the text of Phase 1 of its multi-
phased Structure of the Code project (“Structure project”) in December 2016. In doing so, the IESBA 
also approved the new structure and drafting conventions for the Code. Also, at its December 2016 
meeting, the IESBA approved: 

• Exposure Draft: Improving the Structure of the Code of Ethics for Professional Accountants  
(Structure ED-2) 

• Exposure Draft: Proposed Revisions Pertaining to Safeguards in the Code—Phase 2 and 
Related Conforming Amendments (Safeguards ED-2); and 

• Exposure Draft, Proposed Revisions to Clarify the Applicability of Provisions in Part C of the 
Extant Code to Professional Accountants in Public Practice (Applicability ED). 

2. During this meeting, the IESBA will consider Task Force proposals in response to the feedback 
received on the above EDs, as well as in response to the May 2017 Exposure Draft, Proposed 
Application Material Relating to Professional Skepticism and Professional Judgment. The Task Force 
is working towards approval of all those proposed texts at the Board’s December 2017 meeting.  

Phase 1  

3. In January 2017, the following staff-prepared documents were released to summarize and explain 
the rationale for the IESBA’s conclusions in Phase 1 of the project: 

• Basis for Agreement in Principle: Improving the Structure of the Code of Ethics for Professional 
Accountants – Phase 1 (Structure BFAP); and  

• Basis for Agreement in Principle: Proposed Revisions Pertaining to Safeguards in the Code—
Phase 1.  

4. The agreed-in-principle text (AIPT) is subject to the Safeguards Task Force’s changes in response 
to feedback on its conforming amendment proposals in Chapter 2 of Safeguards ED-2.  

http://www.ifac.org/publications-resources/exposure-draft-improving-structure-code-ethics-professional-accountants-phase
http://www.ifac.org/publications-resources/exposure-draft-improving-structure-code-ethics-professional-accountants-phase
http://www.ifac.org/publications-resources/improving-structure-code-ethics-professional-accountants-phase-2
http://www.ifac.org/publications-resources/improving-structure-code-ethics-professional-accountants-phase-2
http://www.ifac.org/publications-resources/proposed-revisions-pertaining-safeguards-code-phase-2-and-related-conforming
http://www.ifac.org/publications-resources/proposed-revisions-clarify-applicability-provisions-part-c-extant-code
http://www.ifac.org/publications-resources/proposed-revisions-clarify-applicability-provisions-part-c-extant-code
http://www.ifac.org/publications-resources/exposure-draft-proposed-application-material-relating-professional-skepticism
http://www.ifac.org/publications-resources/exposure-draft-proposed-application-material-relating-professional-skepticism
https://www.ifac.org/publications-resources/structure-safeguards-revisions-agreed-principle
http://www.ifac.org/publications-resources/exposure-draft-improving-structure-code-ethics-professional-accountants-phase
http://www.ifac.org/publications-resources/exposure-draft-improving-structure-code-ethics-professional-accountants-phase
https://www.ifac.org/publications-resources/structure-safeguards-revisions-agreed-principle
https://www.ifac.org/publications-resources/structure-safeguards-revisions-agreed-principle
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Phase 2 

5. Structure ED-2 was also released in January 2017. An overview of the proposed restructured texts 
included in the Structure ED-2 is provided in Agenda Item 2.  

6. Comment letters were received from 40 respondents representing a diverse group of stakeholders 
from many jurisdictions. Some of the respondents indicated in their comment letters that their 
response represented either the collective views of various organizations or incorporated input from 
various stakeholders within their respective jurisdictions based on targeted outreach. The 
respondents to Structure ED-2 comprise the following: 

Category of Respondent Number of Responses 

Regulators and Audit Oversight Authorities (Regulators) 3 

National Standards Setters (NSS) 2 

Firms  9 

IFAC Member Bodies1 (MBs) 23 

Other Professional Organizations (OPs) 3 

Total 40 

7. A listing of respondents is included in Appendix 2 to this paper. A compilation of the text of all general 
and specific comments received by June 6, 2017 was provided to the Board at its June 2017 meeting. 
All letters, including those received after that date, are available on the IESBA website.  

8. This paper summarizes the issues raised by respondents on the EDs related to structural matters 
and the Task Force’s related proposals. The Task Force’s suggested revisions are reflected in the 
proposed texts.2  

Matters Presented in this Paper  

9. The remainder of this paper is organized as follows: 

I. Highlights of issues raised by respondents to Structure ED-2 

II. Significant matters raised during teleconferences with certain respondents  

III. Issues relating to matters resulting in revisions to proposed texts  

• Overarching requirements 

• Referring to overarching provisions in the conceptual framework and repetition  

• Descriptions of “may” and “might”  

• Likelihood of threats created 

                                                           
1  Certain IFAC Member Bodies (e.g., AICPA, JICPA, HKICPA, and WPK), also hold the dual role of ethics standard setter in their 

jurisdictions. 
2    A list of the proposed texts to be considered during the meeting is in paragraph 15 of Agenda Item 2. The safeguard-related 

revisions to the proposed texts in Agenda Items 3-B and 3-C and all text that is shaded in gray will be presented by the 
Safeguards Task Force.  

http://www.ethicsboard.org/system/files/meetings/files/Supplement-1-to-Agenda-Item-3-Structure-Phase-2-Responses-to-General-Questions.pdf
http://www.ethicsboard.org/system/files/meetings/files/Supplement-2-to-Agenda-Item-3-Structure-Phase-2-Response-to-Specific-Questions.pdf
http://www.ifac.org/publications-resources/improving-structure-code-ethics-professional-accountants-phase-2
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• Use of “firm” and “network firm” 

• Numbering conventions, headings and subheadings 

• Other revisions  

IV. Issues to be addressed in Basis for Conclusions (BfC) documents  

• Clarity of responsibility for compliance with independence provisions  

• Navigability of provisions in the Code  

• Use of the word “audit” to encompass “audit and review” engagements 

• Disproportionate outcomes and conflict resolution  

• Other matters 

V. Issues relating to planned effective date 

VI. Looking ahead 

• Electronic enhancements 

• Forward timetable 

I. Highlights of Issues Raised by Respondents to Structure ED-2 

10. There was widespread support for the proposals in Structure ED-2, with respondents providing 
helpful drafting suggestions to increase the overall consistency of the text and avoid possible 
inadvertent changes in meaning.  

11. In responding to Structure ED-2, some respondents used the opportunity to express concerns about 
Phase 1 matters. In addition, some respondents commented about matters that are outside the scope 
of the Structure project. A list of matters for future Board attention has been prepared and referred to 
the Planning Committee for its consideration as part of its development of the draft IESBA Strategy 
and Work Plan consultation paper.  

12. Highlights of comments from respondents to Phase 2 are as follows: 

• Some respondents commented on the introductions to the subsections to Section 6003 which 
they regarded as repetitive and adding unnecessary length to the Code. 

• The use of “may” and “might” in connection with the likelihood of threats was regarded as not 
being strong enough in certain cases. 

• Some respondents commented that the word “firm” was not consistently accompanied by the 
term “network firm” where this seemed appropriate. 

• Some respondents noted apparent drafting inconsistencies between the Parts. 

• Many wording suggestions were made. 

                                                           
3  Proposed restructured Code, Part 4A, Section 600 – Provision of Non-assurance Services to an Audit Client 
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II. Significant Matters Raised During Teleconferences with Certain Respondents  

13. As directed by the Board, the Task Force held teleconferences with representatives of Committee 1 
of the International Organization of Securities Commissions (IOSCO) and the UK Financial Reporting 
Council (UKFRC) to further understand and discuss the feedback in their comment letters. Those 
discussions have informed the Task Force’s further deliberations. The significant issues raised during 
this call related to overarching requirements (discussed in paragraphs 14-17 below); use of the word 
“audit” to encompass “audit and review engagements” (paragraphs 45-47 below); and 
disproportionate outcomes and conflict resolution (paragraphs 48-50 below). 

III. Issues Relating to Matters Resulting in Revisions to Proposed Texts 

Overarching Requirements  

14. A regulatory respondent4 agreed with the proposed restructured text’s emphasis on overarching 
requirements. However, this respondent indicated that the proposals did not go far enough in setting 
out “ethical outcomes.” The respondent indicated that: there was an absence of a clear linkage 
between the fundamental principles and the detailed requirements; there should be more clarity and 
emphasis of the centrality of the fundamental principles; and an explicit linkage should be established 
between the framework and detailed requirements so that it is clearer how the requirements meet 
the ethical outcomes in each section of the Code. In essence, this respondent indicated that in each 
section and subsection of the Code there should be a statement of its required ethical outcome. 
During its July 2017 teleconference with this regulatory respondent, the Task Force explained how 
the draft restructured Code has been drafted to make compliance with the fundamental principles 
and, where applicable, the independence standards, the Code’s overarching ethical outcome. The 
Task Force deliberated on its discussion with this regulatory respondent and concluded that it 
appeared to be aligned with the respondent insofar as possible within the project’s scope, bearing in 
mind the restructured Code’s focus on compliance with the fundamental principles as its ethical 
outcome.  

Task Force Proposal 
15. To reflect this respondent’s input, the Task Force is proposing to add text in paragraphs 1, 6 and 7 

in the How to Use the Code section of the Guide to the Code. These additions emphasize the 
principles establishing ethical behavior and the Code’s specific ethical foundation, which involves 
applying the conceptual framework, exercising professional judgment and using the reasonable and 
informed third party test. The Task Force has also added the input to the list of matters for Board 
attention. 

Referring to Overarching Requirements in the Conceptual Framework and Repetition  

16. Since the inception of the Structure project, a broad cross-section of stakeholders has emphasized 
the importance of clarity and prominence of the Code’s overarching requirements that are set out in 
the conceptual framework in Section 120.5 Accordingly, the proposed restructured Code builds on, 
and emphasizes, those requirements and accompanying application material. 

                                                           
4  Regulators: UKFRC 
5  Proposed Restructured Code Part 1 – Complying with the Code, Fundamental Principles and the Conceptual Framework, Section 

120, The Conceptual Framework 
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17. The conceptual framework is explained in Section 120. Each section of the restructured Code 
includes introductory paragraphs with reminders for users to apply the overarching requirements 
relating to applying the conceptual framework in order to comply with the fundamental principles and, 
where applicable, be independent. The introductory paragraphs were developed in response to 
feedback from respondents to Structure ED-1 who recommended that overarching requirements set 
out in Section 120 not be repeated. 

18. The following comments were received on the introductory paragraphs: 

• They are neither requirements nor application material and, as such, might be ignored.6 

• They make the Code too long and should not repeat the Part 1 requirement to comply with the 
fundamental principles and apply the conceptual framework.7  

• In some sections, there is a general reference to the fundamental principles, while in others 
there are explicit references. Accordingly, there is a question as to whether the relevant 
fundamental principles should be explicitly spelled out.8  

• There is a question as to whether a reference to the fundamental principles, in addition to 
independence, in proposed Sections 540,9 800,10 90511 and 90712 is appropriate.13 

• Clear and consistent wording should be used regarding the content of those introductory 
paragraphs to avoid confusion.14 

• The subsections in Section 600 are too repetitive and paragraphs should be combined and 
cross references used to save length.15 

19. Also, a respondent16  commented about the inclusion of material relating to independence in the 
conceptual framework set out in Section 120. In relation to the new paragraph 120.12 A1, highlighting 
the importance of independence in relation to audits, reviews or other assurance engagements, the 
respondent suggested redrafting the paragraph as a requirement.  

                                                           
6  NSS: APESB  
7  MBs: ACCA, CAANZ IDW, SAICA; OP: SMPC 
8  MBs: CPAC; Firms: PwC   
9  Proposed restructured Code, Part 4A – Independence for Audits and Reviews, Section 540 – Long Association of Personnel 

(Including Partner Rotation) with an Audit Client 
10  Proposed restructured Code, Part 4A, Section 800 - Reports that Include a Restriction on Use and Distribution 
11  Proposed restructured Code, Part 4B – Independence for Other Assurance Engagements, Section 905 – Fees  
12  Proposed restructured Code, Part 4B, Section 907 – Actual or threatened litigation 
13  NSS: NZAuASB; MB: ICAS 
14  NSS: NZAuASB; Firms: DTTL; MBs: IDW 
15  MBs: ACCA, IDW, JICPA, SAICA; OP: SMPC 
16  NSS: APESB 
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20. In addition, the respondent suggested removing the description of independence from Section 120 
in Part 1 because it duplicates material in Sections 40017 and 90018 in Parts 4-A and 4-B. 

Task Force Proposals 

21. The Task Force worked in very close coordination with the Safeguards Task Force in finalizing its 
proposals relating to comments raised about references to the conceptual framework, and has 
agreed to revisions to the proposed texts and the Guide to the Code. (See also section titled 
Refinements Relating to the Enhanced Conceptual Framework in Agenda Item 3-A). The Task Force 
also notes that the May 2017 Exposure Draft, Proposed Application Material Relating to Professional 
Skepticism and Professional Judgment builds on the description of independence that is in Section 
120 to introduce application material to explain how compliance with the fundamental principles 
supports the exercise of professional skepticism, illustrating this linkage in the context of an audit of 
financial statements (see paragraph 120.13 A1 in Agenda Item 7-B). 

22. The Task Force is of the view that in some cases repetition of certain material is important to 
emphasize certain material in the Code, in order to reduce the risk of overlooking the Sections that 
contain overarching requirements for applying the conceptual framework (i.e., Section 120, 200,19 
300,20 400, and 900).  

23. The Task Force is proposing limited revisions to streamline the introductory material.  

24. Regarding the suggestions relating to the material about independence in Section 120, the Task 
Force believes that it would be inappropriate to add a requirement regarding independence in Section 
120 because this Section should focus on the more general provisions.  

25. The new section titled, Considerations for Audits, Reviews and Other Assurance Engagements in 
paragraphs 120.12 A1 to 120.12 A2 is intended to: 

• Give more prominence to the topic of independence by referring to it in the conceptual 
framework.  

• Explain the link between the fundamental principles and independence in response to 
respondents’ comments on Structure ED-1.  

26. For the reasons outlined above, the Task Force is proposing that the IESBA retain paragraphs 120.12 
A1 to 120.12 A2 as agreed in principle.  

                                                           
17  Proposed restructured Code, Part 4A, Section 400, Applying the Conceptual Framework to Independence for Audits and Reviews 
18  Proposed restructured Code, Part 4A, Section 900, Applying the Conceptual Framework to Independence for Other Assurance 

Engagements  
19 Proposed restructured Code, Part 2 – Professional Accountants in Business, Section 200, Applying the Conceptual Framework 

– Professional Accountants in Business 
20   Proposed restructured Code, Part 3 – Professional Accountants in Public Practice, Section 300, Applying the Conceptual 

Framework - Professional Accountants in Public Practice 

http://www.ifac.org/publications-resources/exposure-draft-proposed-application-material-relating-professional-skepticism
http://www.ifac.org/publications-resources/exposure-draft-proposed-application-material-relating-professional-skepticism
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Descriptions of “May” and “Might”  

Recap of IESBA’s Agreement in Principle 

27. In finalizing the agreed-in-principle text for Phase 1 of the Structure project, the IESBA gave detailed 
consideration to the use of the words “may” and “might” in the context of the Code. Paragraphs 27-
30 of the Structure BFAP summarize the IESBA’s considerations and decisions as follows: 

• The IESBA determined to add descriptions of the words “may” and “might” to the Glossary. 

• To minimize the risk of ambiguity and confusion through inconsistent use of those words, the 
IESBA agreed that: 

o The word “may” should be used in the Code only to refer to circumstances where 
professional accountants are being granted specific permission to take a particular 
action, including as an exception to a requirement.  

o The word “might” should be used specifically to denote the possibility of a matter arising, 
an event occurring or a course of action being taken.  

• In agreeing in principle the descriptions of the words “may” and “might” in Phase 1 of the 
Structure project, the IESBA intended to enhance the consistency in how those terms were 
used in the Code.  

• The IESBA does not believe that the agreed-in-principle descriptions for the words “may” and 
“might” and the related revisions to the proposed texts (i.e., the proposals in the agreed-in-
principle text for Structure and Safeguards Phase 1, and in Safeguards ED-2 and Structure 
ED-2) result in a weakening of the material in the extant Code because it believes the 
restructured provisions retain the same original intended meaning under the extant Code. 

Feedback from Respondents and Task Force Responses  

28. Certain respondents to Structure ED-2 and Safeguards ED-2 disagreed with the IESBA’s decisions 
regarding the use of “may” and “might.”21 Below is a summary of the respondents’ comments and the 
Task Force’s responses.   

                                                           
21  Regulators UK FRC NSS: APESB, NZAuASB; Firms: EYG; MBs: ICAS 
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Comment from Respondent Task Force’s Response 

• The restructured Code’s use of ‘may’ is 
inconsistent with its use in the International 
Standards on Auditing (ISAs) where it does not 
denote “permission” but rather actions auditors 
might take.22 It was suggested that the IESBA 
and the International Auditing and Assurance 
Standards Board (IAASB) should be consistent 
in their use of terminology.  

• The difference between “may” and “might” is a 
nuance which will get lost in translation. 23  

• The words “may” and “might” are 
described in the Glossary that forms part 
of the restructured Code to assist users of 
the Code. It is envisioned that these 
definitions will assist with any potential 
translation issues.  

• A consideration of whether and how the 
new description of “may” and “might” 
affects the IAASB’s standards is a matter 
for the IAASB’s consideration in close 
coordination with the IESBA. Accordingly, 
this matter is included in the master list of 
matters that might require SSB 
coordination as referenced in Agenda 
Item J.   

• There are some instances where the word 
“might” is used in the proposals in a manner 
that is not consistent with the agreed-in-
principle description (i.e., the word “might was 
incorrectly used).24  

• The Task Force has reviewed its use of 
“may” and “might” in the various proposed 
texts to determine that words are being 
used in a manner that is consistent with 
their meaning in the Glossary descriptions.  

Task Force Proposals 

29. The Task Force is proposing further refinements to the agreed-in-principle descriptions of the words 
“may” and “might” that are to be included in the Glossary to the proposed restructured Code. Those 
refinements further clarify the meaning of the words “may” and “might” in the context of the Code and 
are shown below in the underlined text and in Agenda Item 3-D: 

• May – This term is used in the Code to denote permission to take a particular action in certain 
circumstances, including as an exception to a requirement. It is not used to denote possibility. 

• Might – This term is used in the Code to denote the possibility of a matter arising, an event 
occurring or a course of action being taken. The term is not intended to ascribe any particular 
level of possibility or likelihood when used in conjunction with a threat, as the evaluation of the 
level of a threat is dependent on the facts and circumstances of any particular matter, event or 
course of action. 

                                                           
22  Regulators: UKFRC 
23  MBs: ICAS 
24  NSS: APESB  
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Likelihood of Threats Created 

30. Some respondents 25 to Safeguards ED-2 questioned the appropriateness of replacing the word 
“may” (used in the extant Code) with the word “might” (as described in Phase 1 of the Structure 
project and used in Safeguards ED-2) to describe the likelihood of threats occurring.  

31. This comment has been referred to the Safeguards Task Force and is addressed in Agenda Item 3-
A, under the section titled Likelihood of Threats Created. This matter will be presented by the 
Safeguards Task Force.  

Use of “Firm” and “Network Firm” 

32. In many cases, the extant Code does not distinguish “network firm” from “firm.” Instead, the extant 
Code encompasses it in references to “firm.” The board agreed in principle that for greater clarity, the 
restructured Code will distinguish network firm where appropriate. 

33. Certain respondents 26  commented on, and made drafting suggestions with regard to, the 
differentiation between “firm” and “network firm” in Section 600. While agreeing that the differentiation 
would make the responsibilities clearer, a respondent27 commented that certain paragraphs seemed 
to have omitted reference to network firms in that some of the requirements refer to both “firm” and 
“network firm” and other paragraphs only refer to the “firm.” The respondents felt that this was 
inconsistent and might be confusing.  

Task Force Proposal 

34. The Task Force reviewed references to the words “firm” and “network firm” across the proposed texts 
and has agreed to revisions to apply more consistently the drafting convention that was established 
in Phase 1 of the project. The proposed texts relating to Safeguards and Long Association (LA) are 
most impacted by this change (see Sections 540 and 600).  

Numbering Conventions, Headings and Subheadings 

35. A few respondents commented on the numbering conventions, headings and subheadings 
throughout Phases 1 and 2.28  

Task Force Proposal 

36. The Task Force undertook a further consistency review of headings, subheadings and numbering 
conventions, and proposes the following conventions:  

(a) Sequential numbering with respect to A1, A2, A3 for application material grouped under a 
“general” heading. 

(b) If application material deals with a specific matter beyond the general matters, it should have 
a sub-heading, using discretion if the use of too many subheadings becomes distracting. 

                                                           
25  Firms: EYG; NSS: NZAuASB 
26  Regulators: IRBA; MBs: SAICA 
27  Regulators: IRBA 
28  NSS: APESB, NZAuASB; MBs: ACCA, CPAC, ICAEW, JICPA 



Structure Phase 2–Summary of ED Comments, Issues and Task Force Proposals 
IESBA Meeting (September 2017) 

Agenda Item 2-A (Updated) 
Page 10 of 22 

(c) Insertion of a subheading for every “R” or group of “R” s where there is a change of topic, using 
discretion if the use of too many subheadings becomes distracting. 

(d) Application material that relates to an “R” follows the requirement and is numbered sequentially 
as A1, A2, A3. 

(e) In Sections where there are references to Public Interest Entity (PIE) audits (e.g., Sections 
410,29 52430 and 540), the “General” subheading is replaced with “All Audit Clients.” 

These conventions have been reflected in the text of Agenda Items 2-B and 3-D. The refined 
numbering system and scheme for the use of headings has been applied by the other task forces 
involved in the restructuring process in the papers for this meeting. The conventions have been 
reflected in the draft restructured Code’s drafting guidelines.  

Other Revisions 

37. The Task Force gave careful consideration to each of the comments received from respondents to 
Structure ED-2. In deciding whether to propose a change to the text, the Task Force considered the 
change in the light of the Task Force’s drafting guidelines and whether the proposed text improved 
the readability and consistency of the draft restructured Code, for example by: shortening the text; 
reordering material for a better flow; and clarifying matters that respondents suggested were unclear.  

38. The Task Force also made some noteworthy revisions based on suggestions provided by various 
respondents that in its view, though not substantive, are beyond editorial in nature. A summary of 
those revisions is included in Appendix 1 to this paper.  

Matter for IESBA Consideration 

1. IESBA members are asked for views regarding issues relating to matters resulting in revisions to 
proposed texts. 

IV. Issues to be Addressed in Basis for Conclusion Documents  

Clarity of Responsibility for Compliance with the Independence Provisions   

39. A few respondents commented on responsibility for compliance with the Code. Their comments are 
summarized below, with the Task Force’s responses/proposals in italics: 

• Certain respondents31 suggested revisions to paragraphs 400.5 and 900.3 (the responsibility 
paragraphs) which set out the responsibility for compliance with the fundamental principles.  

• A regulatory respondent32 commented that the senior management of the firm should have the 
overarching responsibility to ensure an appropriate mindset and culture and expressed the 
view that this clarity was still lacking. ISQC 1 requires firm leadership responsibilities.  

                                                           
29  Proposed Restructured Code, Part 4A – Section 410, Fees 
30  Proposed Restructured Code, Part 4A – Section 524, Employment with an Audit Client 
31  Regulators: IRBA, UKFRC; NSS: NZAuASB; MBs: ACCA, ICAEW, IDW  
32  Regulators: UKFRC  
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• A respondent33 commented that there should be a reference to the fact that some paragraphs 
apply only to individuals. Paragraphs 400.5 and 900.5 already reflect the responsibility of 
individuals. 

40. The responsibility paragraphs in the extant Code and the draft restructured Code carry a cross-
reference to ISQC 1.34 The Task Force is aware from responses to the November 2014 consultation 
paper (CP) relating to the Structure project and responses to Structure ED-1 that consistency of 
references to responsibility between IAASB standards and the Code is paramount. It is also important 
thatthe relevant guidance be in one location, that location being ISQC 1 and the ISAs. Currently, the 
IAASB is considering revisions to its ISQC 1 standard as part of its Quality Control project, which 
might involve further clarification of responsibility.  

Task Force Proposal 

41. To avoid inconsistency in approach between the IAASB and IESBA, the Task Force does not propose 
any change in approach to the issue of responsibility pending the completion of the IAASB’s 
deliberations. The Task Force will include a similar reference regarding the matter of identification of 
a firm’s or individual professional accountant’s responsibility in the Structure BfC.  

Navigability of Provisions in the Code  

42. Some respondents continued to advocate what they called a “building block approach.”35 These 
respondents expressed the view that the Code should be structured so as to have a core of material 
for all professional accountants augmented by additional material for other professional accountancy 
disciplines.  

Task Force Proposal 

43. The Task Force expects that future electronic features will facilitate navigability. The Task Force 
regards electronic features as an integral part of the restructured Code. This view was endorsed by 
IESBA members during the June 2017 meeting discussions. 

44. The Task Force does not propose any further changes to the draft restructured Code regarding 
navigability because it believes that the revised electronic Code will address the issues raised. The 
Structure BfC will mention the Board’s anticipated future work on electronic enhancements to the 
Code. 

Use of the Word “Audit” to Encompass “Audit and Review” Engagements 

45. The Task Force is aware from responses to the November 2014 consultation paper and responses 
to Structure ED-1 that there is widespread support for using the word “audit” to encompass audit and 
review engagements. This was agreed in principle by the Board. 

                                                           
33  MBs: IDW 
34  ISQC 1, Quality Control for Firms that Perform Audits and Reviews of Financial Statements, and Other Assurance and Related 

Services Engagements 
35  MBs: ACCA, AE, FSR, ICAS  

http://www.ifac.org/publications-resources/improving-structure-code-ethics-professional-accountants
http://www.ifac.org/publications-resources/improving-structure-code-ethics-professional-accountants
http://www.ifac.org/publications-resources/improving-structure-code-ethics-professional-accountants
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46. A regulatory respondent 36 commented that it continued to believe that this is inappropriate as, 
regardless of whether the ethical considerations are essentially the same, it is a simple fact that an 
audit is not a review. The respondent noted the IESBA’s assertion that adopting organizations could 
choose to distinguish “audit” and ”review” separately in their versions of the Code. The respondent 
does not accept the above assertion because it believes that it does not encourage adoption and that 
it risks inconsistencies arising that may affect the Code’s application and enforcement. During its July 
2017 teleconference with this respondent, the Task Force explained its rationale and response as 
set out in the proposal below. 

Task Force Proposal  

47. The Task Force is not proposing a change to the use of “audit” to include “review” because it was 
agreed in principle by the Board, taking into account input received from stakeholders in response to 
the CP and Structure ED-1. The Task Force will include its reasoning for the use of the word “audit” 
to continue to refer to both “audit” and “review” in the Structure BfC. 

Disproportionate Outcomes and Conflict Resolution 

48. A respondent37 that is also a monitoring group member suggested that “paragraphs 100.3 A2 and 
110.3 A2 read together might imply that the accountant could decide not to apply specific provisions 
of the Code ….”   The Task Force explained that these paragraphs do not permit an exception to the 
Code. Rather, they specify an encouragement to consult to obtain advice. During its July 2017 
teleconference with this respondent, the Task Force explained that these paragraphs reflect material 
in the extant Code and that the Task Force does not have a mandate to remove them.  

49. In addition, also regarding exceptions, this respondent commented that paragraph 110.3 A1 should 
only apply in the context of conflicts of interest. The Task Force explained that the wording of this 
paragraph reflected the Board’s view of what the extant Code is intended to cover. The extant Code 
does not intend this provision to apply only in the context of conflicts of interest but rather, more 
generally to resolving a conflict in complying with the fundamental principles.  

Task Force Proposal 

50. Following the teleconference, the Task Force deliberated on the comments from this respondent. It 
concluded that the intention of the paragraphs was clear. However, for the avoidance of doubt, it 
proposes to include a clarification of both issues in the Structure BfC. 

Matter for IESBA Consideration 

2. IESBA members are asked for views on the above-noted issues to be addressed in BfC documents. 

                                                           
36  Regulators: UKFRC  
37  Regulator: IOSCO  
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Other Matters 

51. Respondents to Structure ED-2 raised certain other issues as follows: 

 Comments Received from Respondents Task Force Responses/Proposals 

1. Requirements should not include references to 
the need to comply with application material.38  

The Task Force agrees that requirements 
should not include references to the need to 
comply with application material. The Task 
Force has made appropriate adjustments to the 
text as applicable, and to the drafting guidelines 
to address the issue.  

2. Because of a lack of requirements in some 
sections, there is a risk that professional 
accountants will not understand their 
responsibilities and may not make the 
necessary connection back to the conceptual 
framework.39  

 

Earlier drafts of the restructured Code included 
specific requirements to comply with the 
fundamental principles. Although such 
requirements would have addressed this 
particular comment, they were removed as a 
result of responses to Structure ED-1 because 
they were regarded by respondents as being 
repetitive. The Task Force has added material 
to paragraph 10 of the Guide to emphasize the 
interaction of all parts of the Code and the need 
to apply the conceptual framework. The Task 
Force proposes to include a reference in the 
Structure BfC to the need for sections and 
subsections to stand alone. 

3. With regard to Sections 800 and 999,40 there 
should be explicit emphasis in the introduction 
to these sections on the need to comply with 
the fundamental principles of integrity and 
objectivity.41  

The Task Force does not propose to make the 
suggested additions to Sections 800 and 999 
because the sections are included in Parts 4A 
and 4B, respectively. Therefore, they are 
covered by the references to integrity and 
objectivity in Section 400 and 900, and the 
suggested additions are unnecessary. The Task 
Force does, however, propose to explain in the 
Structure BfC why these sections do not 
mention the need to comply with the specific 
fundamental principles of integrity and 
objectivity. 

                                                           
38  NSS: APESB 
39  NSS: APESB 
40  Proposed restructured Code, Part 4B, Section 999, Reports that Include a Restriction on Use and Distribution 
41  Regulators: UKFRC 
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 Comments Received from Respondents Task Force Responses/Proposals 

4. Certain respondents 42  commented that with 
regard to Sections 800 and 999, there are a 
number of uses of the phrase “need not apply” 
or “does not need to…”, which are unusual or 
complicated wording. A suggestion was made 
that “shall not apply” be used instead.  

The phrases “need not apply” or “does not need 
to…” are used because the modifications in 
Sections 800 and 999 provide optional relief 
from certain provisions of the Code in certain 
circumstances. The relief is not “required” and 
firms may choose not to adopt the modifications, 
so the wording has been developed so as not to 
suggest that the other provisions cannot be 
applied. 

5. A respondent43 commented that it was unclear 
whether the word “identify” was included 
intentionally in paragraph R800.9(c) but 
excluded from paragraph R800.9(d).  

 

The Task Force notes that in this section, the 
extant Code includes differences to reflect that 
it is not necessary to identify matters creating 
threats in some circumstances, rather than 
having to evaluate and address circumstances 
where there is reason to believe that a threat is 
created. 

6. With regard to the fundamental principle of 
professional behavior, 44  in the extant Code 
there was an inconsistency between 
subparagraph (e) of 100.5 that stated “to 
comply with relevant laws and regulations and 
avoid any action that discredits the profession,” 
and paragraph 150.1 which stated formerly, “to 
comply with relevant laws and regulations and 
avoid any action that the professional 
accountant knows or should know may 
discredit the profession.” In the compilation of 
proposed restructured Code paragraph 110.1 
(e), the IESBA adopted this last definition, 
making the principle more stringent. 

The Task Force noted that there was a 
discrepancy between the two extant Code 
references and the Board agreed in principle 
that the more stringent reference should be 
adopted, as to do otherwise would have 
weakened the Code. 

7. Professional accountants are required to make 
users, or their representative, aware of any 
restrictions on use or distribution of reports 
prepared applying modified independence 
requirements (paragraph R800.3). 45  In the 

The Task Force believes that the specified 
requirement does apply to the firm and so did 
not accept this change. 

                                                           
42  NSS: NZAuASB; Firms: DTTL, EYG; MBs: IDW 
43  NSS: NZAuASB 
44  MB: AE 
45  NSS: APESB 
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 Comments Received from Respondents Task Force Responses/Proposals 

application material in paragraph 800.3 A2, the 
phrase in the second sentence “to meet the 
requirement for the firm” might be 
misinterpreted to mean that accountants’ 
compliance with the above requirement is 
dependent on the specific actions of the users’ 
representative. The respondent suggested that 
this sentence be changed.  

 

Matter for IESBA Consideration 

3. IESBA members are asked whether they agree with the Task Force’s proposals or responses 
above. 

V. Issues Relating to the Planned Effective Date 

Recap of IESBA Proposal  

52. In its January 2017 IESBA Update, the IESBA signaled that subject to completion of the restructured 
Code by December 2017 and approval by the Public Interest Oversight Board (PIOB), the 
restructured Code would be issued by the end of March 2018. The IESBA proposed that, except for 
restructured Sections 540 and 94046 relating to the LA provisions:47 

• Parts 1, 2, 3 and 4B of the restructured Code be effective on June 15, 2019. 

• Part 4A of the restructured Code be effective for audits of financial statements for periods 
beginning on or after June 15, 2019. 

Revisions to Inducement Provisions in the Code 

53. The IESBA Update also included an update on the progress of Phase 2 to the Revision of Part C of 
the Code project addressing the topic of inducements in relation to PAIBs. Since then, the IESBA 
has approved for exposure proposed revisions to the extant Code regarding: 

                                                           
46  Proposed restructured Code, Part 4A, Section 940, Long Association of Personnel with an Assurance Client 
47   In regards to the LA provisions, subject to the transitional provision below, which is explained in the Basis for Conclusions for the 

revised LA provisions, the IESBA has determined that: 

• Section 540 be effective for audits of financial statements for periods beginning on or after December 15, 2018. 

• Section 940 be effective as of December 15, 2018. 

Paragraph R540.18 will have effect only for audits of financial statements for periods beginning prior to December 15, 2023. This 
will facilitate the transition to the required cooling-off period of five consecutive years for engagement partners in those 
jurisdictions where the legislative body or regulator (or organization authorized or recognized by such legislative body or 
regulator) has specified a cooling-off period of less than five consecutive years. 

https://www.ifac.org/publications-resources/close-changes-code-addressing-long-association-personnel-audit-or-assurance
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• The offer and acceptance of inducements by professional accountants in business48 (PAIBs) 
and professional accountants in public practice49 (PAPPs); and  

• Related conforming amendments to the independence provisions relating to gifts and 
hospitality.50  (Inducements ED) 

54. The Inducements ED is expected to be issued in early September 2017, with anticipated completion 
of this second phase of the Part C project by Q2 2018. Assuming PIOB approval by Q3 2018, the 
final Inducements provisions are expected to be released by October 2018.  

55. The Task Force believes having a coordinated effective date for the full restructured Code mitigates 
the risk that users would be confused. It also acknowledges comments raised by respondents on 
recent exposure drafts that changes on projects should be coordinated so as to have one effective 
date. Accordingly, the Task Force is of the view that the Inducements provisions should have the 
same effective date as for the restructured Code. However, the Task Force noted that with a June 
2019 effective date for the restructured Code, this would leave jurisdictions with an unduly short lead 
time for adoption of the Inducements provisions (only about 8 months). 

Feedback from Respondents on Structure ED-2  

56. Many respondents accepted the proposed effective date.51 Others,52 however, suggested that the 
IESBA consider having June 15, 2019 as one effective date for the restructured Code and other 
associated pronouncements. A respondent53 recommended that the Board consider also making the 
changes to the independence provisions relating to non-audit assurance engagements covering a 
period effective by reference to periods commencing on or after a relevant date (or to at least provide 
such flexibility where appropriate to the engagement). Although this respondent recognized that the 
changes relating to such engagements are largely presentational, it observed that such engagements 
can comprise reports on periods of extended length (such as an assurance report on sustainability 
covering a calendar year). The respondent argued that to make the changes to Part 4B on 
Independence, and Section 940 on long association apply on a single date (as proposed – June 15, 
2019 and December 15, 2018 respectively) could have some unintended consequences when a 
period under review crosses the relevant date. 

Feedback from Respondents on Safeguards ED-2  

57. Some respondents to Safeguards ED-254 expressed concern about the pace of change to the Code 
in recent years, including the complexity of the multiple and multi-phase projects that will result in 
significant changes to the key provisions in the Code. Those respondents were of the view that given 
the extent of the changes to the Code: 

                                                           
48  Extant Part C – Professional Accountants in Business, Section 350, Inducements 
49  Extant Part B – Professional Accountants in Public Practice, Section 260, Gifts and Hospitality 
50  Extant Part B, Section 290, Independence – Audit and Review Engagements, paragraph 290.225 and Section 291, 

Independence – Other Assurance Engagements, paragraph 291.155 
51  Regulators: UKFRC, APESB; NSS NZAuASB; Firms BDO, CHI, GTI, RSM; MBs: CAANZ, HKICPA, MIA, SAICA  
52  MBs: ACCA, AE, CPAC, FSR, ICAEW, ICAP, ICAS, IDW, WPK 
53  Firms PWC 
54 Firms: EYG; MBs: CNCC, IDW, JICPA, SAICA, WPK; OPs: SMPC 
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• Regulators, firms, IFAC member bodies and other stakeholders will need more time to adopt 
and incorporate the changes into their respective Codes, rules and regulations.  

• Some jurisdictions (e.g., France and Japan) will be challenged to translate all documents 
relevant to the overall restructuring project by the proposed effective date. 

58. It was suggested that the IESBA consider extending the timing of the effective date of the proposals 
relating to the Safeguards and Structure of the Code projects.  

Task Force Proposal 

59. After extensive deliberations, taking into account (a) the feedback from respondents, (b) the 
importance of having a coordinated effective date for the full restructured Code, (c) the unduly short 
lead time for adoption of the Inducements provisions if the June 2019 effective date were to be 
retained, (d) the concern noted above from a respondent regarding the effective date for Part 4B in 
relation to assurance engagements covering periods, and (e) the input from the Safeguards, Long 
Association and Part C Task Forces, the Structure Task Force recommends that the IESBA extend 
the effective date for the full restructured Code, inclusive of the Inducement provisions, to be as 
follows:  

• Parts 1, 2, and 3 effective on December 15, 2019. 

• Part 4A effective for audits of financial statements for periods beginning on or after December 
15, 2019. 

• For assurance engagements regarding subject matter covering a period, Part 4B effective for 
periods beginning on or after December 15, 2019; otherwise effective on December 15, 2019. 

60. The Task Force notes that the LA TF is separately recommending a modification to the effective date 
of the revised LA provisions in extant Section 291 of the Code to address the above comment 
regarding assurance engagements covering periods (see Agenda Item 6).  

Matter for IESBA Consideration 

4. IESBA members are asked whether they support the Task Force’s proposal regarding the effective 
date for the restructured Code. 

VI. Looking Ahead 

Electronic Enhancements 

61. The Task Force has developed the restructured Code so that it can be adapted to a more advanced 
electronic Code. The Task Force believes that such an electronic Code will be a significant enabler 
and important to greater ease of use. Development of the electronic Code has been identified as one 
of the priorities for the Board in 2018 following the anticipated approval of the restructured Code in 
December 2017.  

Forward Timetable  

62. Following the IESBA’s September 2017 meeting, in addition to addressing input received from the 
Board and CAG in September, the Task Force plans to continue to work closely with the other task 
forces involved in the restructuring to perform a further consistency review.  
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63. The Task Force remains on course to obtain approval of the final restructured Code at the Board’s 
December 2017 meeting which will include Phases 1 and 2 of the Structure of the Code and 
Safeguards projects.  

Matter for IESBA Consideration  

5. IESBA members are asked for any comments on the above matters.  
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Appendix 1 

Structural Revisions to Proposed Texts That Are Beyond Editorial in Nature 
As noted in paragraph 7 to this paper, the Task Force also made some noteworthy revisions based on 
suggestions provided by various respondents that in its view, though not substantive, are beyond editorial 
in nature. Those revisions are summarized below. 

A. Revisions to Proposed Section 800 and Part 4B (See Agenda Item 2-B) 

Part 4A, Section 800 

• Removal of the phrase “excluding this section” in paragraphs 800.2, R800.5, R800.6, R800.7, R800.8 
and R800.9 and paragraphs R999.5 and R999.6”.55  

• Clarification of the link between the circumstances and permitted modifications in paragraph 800.3 
and paragraph R999.3.  

• Simplification/clarification of the link between intended users and how they might participate in 
paragraph 800.4 A1 and paragraph 999.4 A1.   

• Clarification of the link between example and “class of users” in paragraph 800.4 A2 and paragraph 
999.4 A2. 

Part 4B, Section 900 

• Combined paragraphs 900.7 and 900.8 to remove duplication.56   

• Clarification that the provision does not require identification of threats arising from network firms, 
rather any such known threats must be evaluated/addressed as necessary, paragraph R900.16. 

• Clarification that the engagement period relates to that specific assurance engagement and not any 
other such engagement, paragraph 900.30 A1.  

B. Revisions to AIPT (see Agenda Item 3-D)  

Guide 

• Insertion to assist users of the Code in understanding the operation of safeguards in response to 
various respondents to Safeguards ED-2, paragraph 10 of the Guide to the Code.  

Part 1 

• No revisions 

Part 3 

• Insertion of a reference to paragraph R120.5 to explain where the requirement referred to comes 
from,57 paragraph 310.9 A1. 

                                                           
55  NSS: NZAuASB Firms DTTL EYG PWC MBs: ICAS 
56  MBs: JICPA 
57  NSS: NZAuASB  
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• Modification to refer to fundamental principles in general, with reference to specific fundamental 
principles included in 320.3, paragraph 320.2.  

Part 4A 

• Adjustment to reflect the client’s ability to take satisfactory action to address the breach as in the 
extant Code, 58 paragraphs R400.81, 400.82 and paragraphs R900.51, R900.52. 

• Deletion of reference to “overdue fees” to avoid duplication, 59 paragraph R 410.8, and paragraph 
R905.7. 

• Removal of unnecessary repetition of the requirement to apply the conceptual framework to describe 
these matters as specific threats instead, 60  former paragraph R400.32 and paragraph 900.32, 
former paragraph 510.13 and related “A” paragraphs, former paragraph 524.6 A1, former paragraph 
R910.11 and related “A” paragraphs, former paragraph R923.5 (last sentence) and former paragraph 
924.5 A3. 

• Addition to include discussion of business relationships between immediate family and audit client 
management as a specific threat,61 paragraphs 523.5 A1, paragraph 520.4 A1 and paragraph 920.4 
A1. 

• The extant Code’s use of Senior or Managing Partner has been reinstated, 62 paragraphs R524.7 and 
800.10. 

C. Refinements Arising from Consistency Review  

• As discussed in Section F of Agenda Item 3-A, as part of its review of the consistency of language, 
the Task Force has worked closely with the Safeguards Task Force to propose revisions aimed at 
reducing repetition and enhancing how the circumstances creating the types of threats are described 
throughout the Code. Those proposed revisions affect the introductory paragraphs, the application 
material relating to factors that are relevant in evaluating threats, actions that might eliminate threats 
and actions that might be safeguards to address threats. 

 
  

                                                           
58  Firms: EYG 

59  NSS: NZAuASB Firms: DTTL 
60  Firms: DTTL 
61  Firms: EYG 
62  MBs: ISCA  
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Appendix 2 
List of Respondents to Structure ED-2  

# Abbrev. Respondent (40) Region 

Regulators and Oversight Authorities, Including MG Members (3) 

1.  IOSCO International Organization of Securities Commissions GLOBAL 

2.  IRBA Independent Regulatory Board for Auditors (South Africa) MEA 

3.  UKFRC United Kingdom Financial Reporting Council EU 

National Standard Setters (2) 

4.  
APESB Accounting Professional & Ethical Standards Board Limited-

Australia 
AP 

5.  NZAuASB New Zealand Auditing and Assurance Standards Board  AP 

Firms (9)63 

6.  BDO* BDO International Limited GLOBAL 

7.  CHI Crowe Horwath International  GLOBAL 

8.  DTTL* Deloitte Touche Tohmatsu Limited GLOBAL 

9.  EYG* Ernst & Young Global GLOBAL 

10.  GTI* Grant Thornton International Ltd GLOBAL 

11.  KPMG*  KPMG IFRG Limited (Network) GLOBAL 

12. MNP MNP LLP NA 

13. PWC* PricewaterhouseCoopers International Limited GLOBAL 

14. RSM*  RSM International Limited  EU 

IFAC Member Bodies (23)64 

15. AAT Association of Accounting Technicians EU 

16. ACCA Association of Chartered Certified Accountants GLOBAL 

17. AE Accountancy Europe EH 

18. AICPA American Institute of Certified Public Accountants Auditing 
Standards Board Professional Ethics Executive Committee  

NA 

19 Assirevi Assirevi EU 

20. CAANZ Chartered Accountants Australia and New Zealand AP 

21 CIMA Chartered Institute of Management Accountants UK 

                                                           
63  Forum of Firms members are indicated with an *. The Forum of Firms is an association of international networks of accounting 

firms that perform transnational audits. Members of the Forum have committed to adhere to and promote the consistent 
application of high-quality audit practices worldwide, and use the ISAs as the basis for their audit methodologies.  

64  Certain IFAC Member Bodies hold the dual role of ethics standard setter in their jurisdictions.  

http://www.ifac.org/download/TAC_Guidance_Statement_1.pdf
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22. CPA Aus CPA Australia AP 

23. 
CPAC Chartered Professional Accountants of Canada (CPA Canada) 

Public Trust Committee  
AP 

24. FAR FAR (Institute for the Accountancy Profession in Sweden) EU 

25. 
FSR Danske Revisorer (Institute for the Accountancy Profession in 

Sweden) 
EU 

26. HICPA Hong Kong Institute of Certified Public Accountants AP 

27. ICAEW Institute of Chartered Accountants in England and Wales EU 

28. ICAP Institute of Chartered Accountants of Scotland AP 

29. ICAS Institute of Chartered Accountants of Scotland EU 

30. IDW Institut der Wirtschaftsprüfer e.V.  EU 

31. ISCA Institute of Singapore Chartered Accountants, including the ISCA 
Ethics Committee 

AP 

32. JICPA Japan Institute of Certified Public Accountants AP 

33. KICPA Korean Institute of Certified Public Accountants AP 

34. MIA  Malaysian Institute of Accountants AP 

35. MICPA Malaysian Institute of Certified Public Accountants AP 

36. SAICA South African Institute of Chartered Accountants MEA 

37. WPK Wirtschaftsprüferkammer (German Public Accountants MB) EU 

Other Professional Organizations, Including SMPC65 (3) 

38. AAA Auditing Standards Committee of the American Accounting 
Association 

NA 

39. ICAEW SW 
TAC 

Institute of Chartered Accountants in England and Wales South 
West Technical Advisory Committee 

EU 

40. SMPC IFAC Small and Medium Practices Committee GLOBAL 

 

 

                                                           
65 Constituents of the SMPC are SMPs who provide accounting, tax, assurance and business advisory services principally, but not 

exclusively to clients who are small and medium-sized entities (SMEs). Members of the SMPC are drawn from IFAC member 
bodies representing the following 22 countries: Australia, Belgium, Brazil, Canada, China, France, Germany, Hong Kong, India, 
Italy, Kenya, Malawi, Malta, Nigeria, South Africa, Spain, Sweden, Turkey, Tunisia, Uganda, United Kingdom, and United States. 
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