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NOCLAR Restructuring – Analysis of ED Comments 

# Respondent Comment Task Force Disposition 

General 

1.  CPAC In reviewing Chapter 2 of the Exposure Draft concerning NOCLAR, 
we noted again that jurisdictions such as Canada that do not have 
comprehensive legal or regulatory frameworks to report NOCLAR 
also tend to lack effective legislative protection for whistleblowers. 
As such, the burden of the Code upon Professional Accountants 
may increase in ways that are yet to be determined. Examples 
include: 

• the appropriateness and economic implications of an expanding 
scope of work,  

• the possible effect on the relationship between the Professional 
Accountant and the client or employer with respect to the future 
sharing of potential NOCLAR-related information, and 

• the possible legal liability and insurance exposure that could 
emanate from actual or suspected NOCLAR disclosure.  

Furthermore, in some jurisdictions, confidentiality by Professional 
Accountants is a requirement, as is the case for example in the 
Province of Québec, where professional secrecy is provided for 
under section 9 of the Québec Charter of Human Rights and 
Freedoms. As a result, and as we indicated in our 2015 response 
to the NOCLAR ED, Professional Accountants may not be in a 
position to follow the guidance provided unless specific legislation 
provides for same. 

Points noted and considered during the 
development of the NOCLAR provisions. The 
provisions recognize the fact that if there are 
confidentiality laws in the particular jurisdiction, 
external disclosure would be precluded. Where 
such confidentiality laws exist, professional 
accountants (PAs) must still comply with the 
rest of the NOCLAR provisions that apply. 
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2.  UK FRC There remains considerable variation in the requirements and 
guidance for different categories of professional accountant.  We 
agree that the approaches need to take into account the differing 
roles, levels of seniority and spheres of influence of professional 
accountants. However, the differentiations should be based 
primarily on the expected level of understanding of laws and 
regulations that may be relevant to the scope of their responsibilities 
and their ability to investigate further and take action - this is not 
always clearly the case. For all professional accountants there 
should be clear up-front overarching ethical principles: 

• Not to be associated with a client or employing organisation that 
knowingly does not comply with applicable laws and regulations 
and lacks integrity, unless disassociation is prevented by law or 
regulation. 

• To be satisfied that, where possible and appropriate, disclosure 
of actual or suspected non-compliance is made to an 
appropriate authority that is able to take action.  

Establishing such principles would help focus on achieving 
appropriate ethical outcomes in the public interest, and not just 
compliance with particular requirements.  We note that in the ‘Basis 
for Conclusions’, IESBA specifically refers to this recommendation 
(which we gave in our response to the NOCLAR ED) and states that 
“The Board did not accept these suggested objectives as they are 
much narrower in focus [than the objectives that had been proposed 
in the ED]. Further the focus on disassociation and the possibility of 
disclosure to an appropriate authority was already covered in the 
ED”. We did not suggest that these be the sole objectives of 
professional accountants, so their dismissal on the grounds of 
narrow focus is not appropriate; and while disassociation and the 

These matters are beyond the scope of the 
restructuring project and relate to the NOCLAR 
provisions the Board has already finalized 
following due process, including having given 
due consideration to the comments from the 
UK FRC. 
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possibility of disclosure to an appropriate authority are covered it is 
not in a way that clearly establishes an objective to achieve the 
ethical outcomes as we have expressed them. As currently 
structured, there are in fact no clear ‘objectives’ that reflect the 
appropriate ethical outcomes specific to the different Section 
subject matters, just the repeated requirement to comply with the 
fundamental principles and apply the conceptual framework. As we 
discuss above, this approach fails to clarify the ethical outcomes 
that are necessary to act in accordance with the fundamental 
principles. 

Reporting to an appropriate authority 

Significant variation exists in relation to reporting actual or 
suspected NOCLAR to an appropriate authority. We believe that 
there should be a requirement for all professional accountants who 
identify actual or suspected non-compliance with laws and 
regulations [in the course of their work], to determine whether they 
have a responsibility to report the matter to an appropriate authority. 
This would reflect a general ethical responsibility to act in the public 
interest and assist in preventing professional accountants from 
themselves committing an offence by failing to make a report when 
there is a legal or regulatory requirement to do so. For example, 
under the UK Proceeds of Crime Act 2002 there are reporting 
requirements in relation to known or suspected money laundering 
that are applicable to all persons working in a ‘regulated sector’, and 
failure to make such a report when appropriate is itself an offence. 

Of particular concern is the requirement in paragraph R260.26 for 
professional accountants in business who are not ‘senior 
professional accountants’. This suggests that a requirement to 
report will arise only “in exceptional circumstances”, as the rest of 
this subsection is based on the premise that the normal method of 
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addressing a concern is to report to a more senior person within the 
entity. This risks leading such professional accountants to fail to 
understand legal or regulatory requirements that may apply, and 
end up in breach of them. This is avoided if, as we recommend, all 
professional accountants are required to determine whether they 
have a duty to report - if they do not, then it may be appropriate to 
see the matter escalated up the chain of authority rather than 
making a report themselves. 

When determining action to be taken, paragraph R360.21 requires 
“… the accountant shall take into account whether a reasonable and 
informed third party would be likely to conclude that the accountant 
has acted appropriately in the public interest.” However, we remain 
concerned that some guidance may discourage making a report in 
the public interest when it would be appropriate do so. For example, 
in the later subsection that addresses “determining whether to 
disclose the matter to an appropriate authority”, paragraph 
360.25.A3 still states that “the determination of whether to make 
such a disclosure will also depend on external factors such as: 
….whether there exists robust and credible protection from civil, 
criminal or professional liability or retaliation afforded by legislation 
or regulation, such as under whistle-blowing legislation or 
regulation.” We believe this may lead a professional accountant not 
to make disclosure in circumstances where it would be appropriate 
to do so. In many jurisdictions there may not be explicit “robust” 
legal or regulatory protection, but it may be generally established 
that a professional accountant would not be held in breach of a duty 
of confidentiality if he/she could demonstrate that they acted 
reasonably and in good faith. We recommend that this point is 
amended to indicate that if the professional accountant is 
concerned about whether he/she would be open to action in the 



NOCLAR Restructuring – ED Comment Analysis 
IESBA Meeting (September 2017) 

 

Agenda Item 4-B 
Page 5 of 36 

# Respondent Comment Task Force Disposition 

courts as a result of making a disclosure, they should obtain legal 
advice.  

Scope of laws and regulations 

In our response to the NOCLAR ED we identified that the scope of 
these sections is too narrowly restricted to laws and regulations that 
either have a direct effect on financial statements, or with which 
compliance may be fundamental to the operating aspects of the 
business. It specifically excludes personal misconduct unrelated to 
the business activities of the client and non-compliance by persons 
other than the client, those charged with governance, management 
or employees of the client. In the ‘Basis for Conclusions’ it is stated 
that “The Board noted that placing no limitation on the scope of laws 
and regulations covered would lead to an undue burden being 
placed on PAs, over and above what it would be reasonable to 
expect them to respond to by virtue of their professional training and 
expertise. The Board reaffirmed its view that it should be a personal 
responsibility for PAs to determine whether and how they should 
respond to NOCLAR outside the scope of laws and regulations 
covered by the sections.” 

We are very concerned that IESBA does not address this with 
sufficient regard to the public interest. From an ethical perspective, 
all professional accountants should be required to respond 
appropriately when they identify matters that they know or suspect 
to be non-compliance with any laws and regulations, not just laws 
and regulations related to the preparation of financial statements or 
fundamental to the operating aspects of the business. We believe 
that this would be the expectation of ‘the public’ and essential to 
compliance with the fundamental principles of integrity and 
professional behaviour. There is no requirement, or suggestion, that 
professional accountants should necessarily have knowledge of law 
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and regulations beyond that gained by virtue of their professional 
training or expertise, so it is wrong to claim that “placing no limitation 
on the scope of laws and regulations covered would lead to an 
undue burden”. Some professional accountants will have an 
understanding of law and regulations outside that of IESBA’s 
current proposed scope and failing to respond appropriately to a 
known or suspected breach of those laws or regulations cannot be 
excused from an ethical perspective and would fail to serve the 
public interest. 

Determining whether further action is needed 

Although there are requirements to “determine if further action is 
needed in the public interest”, we remain concerned that the 
supporting guidance fails to give sufficient consideration of what 
action would be appropriate in the public interest and that the 
determination should be made on the basis of what an objective, 
reasonable and informed third party would be likely to conclude 
given the information known at the time. For example, the threshold 
in paragraphs 260.17.A2 and 360.20.A1 of “credible evidence of 
actual or potential substantial harm” is open to widely differing 
interpretation and may not meet the third party test as to what is in 
the ‘public interest’. This will not help enhance understandability and 
usability of the Code, nor facilitate its consistent application and 
enforcement. 

Reporting a matter to a network firm 

IESBA has maintained its proposal that a professional accountant 
performing a non-audit service for an audit client of a network firm 
“consider whether to communicate the matter to the network firm” 
rather than requiring communication as is the case where the 
service is being performed for an audit client of the same firm. In 
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the Basis for Conclusions IESBA repeats that it believes this is 
necessary as the position with respect to communication to a 
network firm may be “more complex and nuanced”.  We believe that 
this is not giving sufficient regard to what is in the public interest. 
The guidance in paragraph 360.34.A1, which lists factors relevant 
to considering whether to communicate, includes “The likely 
materiality of the matter to the audit of the client’s financial 
statements or, where the matter relates to a component of a group, 
its likely materiality to the audit of the group financial statements.” 
Considering materiality to the financial statements may lead to an 
inappropriate conclusion as to what is in the public interest. Unless 
prevented by law or regulation or contractual obligations there 
should be a requirement to communicate. 

Paragraph 260.2 

3.  ACCA In accordance with the outcomes of the NOCLAR project, the 
definition of ‘professional behaviour’ in the restructured Code 
includes the avoidance of discreditable conduct, as opposed to 
action. This takes account of conduct that amounts to inaction in a 
situation in which appropriate action is called for. We believe there 
is more work to be done in searching through the Code to identify 
all other situations in which the word ‘act’ or ‘action’ could be seen 
as too limited (for example in paragraph 260.2). 

Such a search was carried out at the time the 
change was proposed, and no other places 
were identified in the Code where such a 
change would be warranted. 

4.  AE Additionally, IESBA has replaced “action” for “conduct” in the 
definition of professional behavior, making a cross-reference to the 
NOCLAR provisions. Nevertheless, both proposed sections 260 
and 360 also refer “act or suspected act” (260.2) or “acts of 
omission or commission” (260.4 A1). Therefore, we urge IESBA to 
be consistent in the wording across the proposed restructured Code 

Concern acknowledged. These terms, 
however, represent different concepts and are 
appropriate in the context in which they are 
used. 
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and to avoid amendments that do not represent added value, 
potentially leading to unintended changes. 

5.  DTT The provisions do not refer to “non-compliance” consistently. Some 
references are to “acts” of non-compliance, some to “instances” of 
non-compliance and sometimes just to non-compliance, which 
might imply they mean different things. We suggest referring 
consistently to non-compliance or suspected non-compliance for 
clarity, for example: 260.2 Threats to compliance with the principles 
of integrity and professional behavior are created when an 
accountant becomes aware of non-compliance an act or suspected 
act of non-compliance with laws and regulations. 

Accepted. A few editorial changes made in 
both Sections 260 and 360. 

6.  IDW, SMPC There is a lack of consistency in drafting the second sentence of the 
introductions dealing with specific matters. In some cases these 
paragraphs state the nature of the threat, but do not clarify which of 
the fundamental principles’ compliance might be threatened (e.g., 
220.2, 270.2). In others, both the nature of the threat and the 
fundamental principle(s) the compliance with which might be 
threatened is(are) stated (e.g., 210.2, 230.2, 240.2). In others only 
the fundamental principle(s) the compliance with which might be 
threatened is(are) stated, but not the nature of the threat (e.g., 
260.2). 

The Structure Task force has acknowledged 
this comment in its revisions to the introductory 
paragraphs. 

Paragraph 260.3 

7.  DTT There is a difference between the wording of 260.3 and 360.3, and 
260.5 A1 and 360.5 A1 regarding the application of this Section. We 
suggest 260.3 and 360.3 should read consistently with 260.5 A1 
and 360.5 A1 “…regarding the approach to be taken by a 
professional accountant who encounters or is made aware of when 

No change – the “approach” referred to in 
260.3 and 360.3 relates specifically to the 
approach to the PA’s response, otherwise it 
would leave an open question re approach to 
what? 
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responding to non-compliance or suspected non-compliance 
with…”   

Paragraph 260.4 A2 

8.  CIMA With regard to the examples of laws and regulations 260.4 A2, 
we believe that labour law/employment law should be included. 
Similarly, it may be appropriate to guide individuals to look at local 
legislation that addresses human rights and discrimination. 

This would be a substantive addition going 
beyond the scope of the restructuring project. 

Paragraph R260.5 (and also R360.5) 

9.  BDO R260.5 currently states, ‘The professional accountant shall apply 
this section regardless of the nature of the employing organization, 
including whether or not it is a public interest entity.’ 

We would suggest it be simplified to, ‘The professional accountant 
shall apply this section for all employing organizations, including 
public interest entities.’ 

This would change the meaning of the 
paragraph. Read literally, the suggestion 
implies that the PA has a responsibility toward 
all employing organizations, not only the PA’s 
own employing organization.  

Paragraphs R260.6 and 260.6 A1 

10.  ICAS We would prefer for these paragraphs to be more upfront. Accepted. Moved to before R260.5. This still 
retains the general flow. A conforming change 
has been made to S360. 

Paragraph 260.6 A1 

11.  BDO 360.6 A1 states, ‘A prohibition on alerting the client prior to…. 

This was revised to ‘A prohibition on alerting the party prior to..’ in 
the Compilation of Proposed Restructured Code document. 

No change. The PA might approach other 
parties within the entity besides management. 
However, suggest that the word “relevant” be 



NOCLAR Restructuring – ED Comment Analysis 
IESBA Meeting (September 2017) 

 

Agenda Item 4-B 
Page 10 of 36 

# Respondent Comment Task Force Disposition 

We believe that this should be specific and would recommend ‘A 
prohibition on alerting management of the employing organization 
prior to…’ 

added before “party” to be consistent with 
R260.6. 

12.   The titles for responsibilities of professional accountants have been 
revised to: 

• Responsibilities of Professional Accountants (in Business was 
deleted); 

• Responsibilities of Senior Professional Accountants in Business 
(in Business was not deleted); and 

• Responsibilities of Professional Accountants Other 
than Senior Professional Accountants in Business (in 
Business was not deleted). 

We believe it would be clearer if it was consistent with including or 
excluding ‘in Business’ and given that this is within the Professional 
Accountants in Business section of the Code, we believe it can be 
removed in all titles. We also believe it would also be clearer to note 
that the first set of responsibilities are for all professional 
accountants in business. 

Partially accepted. The term “senior 
professional accountant in business” is a 
defined term, and its abbreviation “senior 
professional accountant” is defined in 260.11 
A1. Accordingly, the first occurrence of the 
term (in the second bullet on the left) is retained 
but the abbreviated form is now used in the 
third bullet. 

Paragraph 260.7 A1 and A2 (and also 360.7) 

13.  IDW, SMPC 260.7 A1 uses the construct “when responding to … the objectives 
of the professional accountant are: …”. This implies required 
behavior and mirrors requirements in this Section. We also refer to 
our cover letter in this context. This notwithstanding, the authority of 
material denoted as an objective in the application material is 
unclear. We do not support its inclusion in application material, 
since such terminology, so placed, introduces confusion as to the 

The wording derives unaltered from the extant 
NOCLAR provisions. The Structure Task Force 
does not consider it appropriate to change this 
wording.  However, a subsection has been 
added to raise the profile of the paragraph 
given that it establishes objectives for the PA. 
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authority. On balance we suggest IESBA place this material in a 
Subsection dealing with an overall objective. Note: 360.21 A2 also 
refers to achievement of the professional accountant’s objectives. 

14.  PwC These two paragraphs seem out of place sequentially in the natural 
flow of the section.  We suggest that A1 might sit better as part of 
the introductory material, and A2 might be better as a new 260.4 
A3. 

Accepted. Conforming change to Section 360. 

15.  SAICA With reference to section 260.7 A2 there is no change in meaning, 
but SAICA would suggest a minor edit a deletion to improve the flow 
of the sentence as follows “…implications in terms of potentially 
substantial harm to investors,…); and  

Section 360.7 A2, again there is no change in meaning, but we 
suggest a minor edit a deletion to improve the flow of the sentence 
as follows “…implications in terms of potentially substantial harm to 
investors,…) 

No change – the word “potentially” helps put 
emphasis on the word “substantial”. 

Paragraph 260.7 A3 

16.  ICAEW 260.7A3 states that accountants finding inconsequential matters 
need not comply with this section. This is a different approach to 
that used elsewhere in the code regarding inconsequential or 
insignificant matters. Surely the right approach is that they must 
always comply with the section but that the section requires no 
action? This also applies to 360.7A3. 

The respondent’s suggestion appears to 
contain a non sequitur, as complying with the 
section would imply that there is some action 
to be taken.  

As an alternative, the sentence has been 
rephrased in the positive, i.e., that the PA is 
required to comply the section except where 
the PA encounters or is made aware of clearly 
inconsequential matters. 
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17.  IDW Proposed Part 2 includes a reference to clearly inconsequential 
matters in para 260.7 A3, and is thus limited to the NOCLAR 
Section. This important clarification ought not to be limited to the 
Section on NOCLAR alone, but be extended to all circumstances 
giving rise to potential threat covered by the Code, since a clearly 
inconsequential matter can per se generally not be deemed to 
threaten – above an acceptable level – compliance with a 
fundamental principle anywhere in the Code. The IESBA should 
revisit the relevance of the term “clearly inconsequential” to the 
Code as a whole, and its interaction with identification and/or 
evaluation of threats at an acceptable level.  

In many instances, the fact a professional accountant is faced with 
a clearly inconsequential matter will mean that – in relation to that 
matter – in practical terms, the professional accountant will not need 
to comply with the relevant requirements of the Code.  

I.e., a matter that is “clearly inconsequential” can, by its very nature, 
be a limiting factor as far as the applicability of the Code is 
concerned.  

If the IESBA believes that there are circumstances where this can 
never be the case, these could be addressed individually. 

This is a matter beyond the scope of the 
restructuring project – potentially a matter for 
future Board consideration. 

18.  SMPC Proposed Part 2 includes a reference to clearly inconsequential 
matters in para 260.7 A3, and is therefore limited to the NOCLAR 
section. This important clarification ought not to be limited to the 
section on NOCLAR alone, but be extended to all circumstances 
giving rise to potential threats covered by the Code, since a clearly 
inconsequential matter can per se not be deemed to threaten 
compliance with a fundamental principle anywhere in the Code.  

Ditto 
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In our view, the prominence of this material should be reconsidered. 
The fact that a professional accountant is not required to comply 
with the Code in regard to clearly inconsequential matters limits the 
applicability of requirements within the Code, and should be much 
clearer and significantly more prominent. As it impacts (i.e., limits) 
the overall requirement for professional accountants to identify, 
evaluate and address threats, its applicability to the Code’s 
requirements needs to be clear. 

19.  WPK 260.7 A3 and 360.7 A3 include references to clearly 
inconsequential matters. We think that these clarifications should 
not be limited to NOCLAR only, but be extended to all 
circumstances giving rise to potential threats covered by the Code, 
since a clearly inconsequential matter can per se not be deemed to 
threaten compliance with a fundamental principle anywhere in the 
Code. 

Ditto 

Paragraph 260.8 A1 

20.  ICAS In various places within these sections references are made to the 
“employment organisation”.  We noted in our response to the 
NOCLAR Exposure Draft (dated 3 September 2015): “We are not 
convinced that the proposed changes cover situations where the 
professional accountant may be acting in a sub-contracted role, that 
is, where the employing organisation makes use of sub-contracted 
labour. Additionally, in terms of section 360, are non-executive 
directors (NEDs) within the scope of this guidance? NEDs, in the 
UK, are not normally classified as “employees”. Is the intention to 
define “employing organisation” within the revised Code? 
Paragraph 36 of the NOCLAR Explanatory Memorandum states: 
“The revised proposals are intended to cover only situations where 

No change. The matter raised by the 
respondent is already covered by paragraph 
300.3 of the extant close-off document for Part 
C Phase 1: 

“A professional accountant in business may be 
an employee, contractor, partner, director 
(executive or non-executive), owner-manager, 
or volunteer of an employing organization. The 
legal form of the relationship of the 
professional accountant with the employing 
organization has no bearing on the ethical 

http://www.ifac.org/system/files/publications/files/IESBA-Part-C-Phase-1-Close-Off-Document.pdf
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the PA has a direct (contractual) relationship with a client (such as 
through an audit or other assurance engagement or the provision of 
non-assurance services), or for PAIBs, where there is an 
employment relationship.” We are not convinced that NEDs are 
captured, nor are professional accountants engaged on a sub-
contract basis.” 

We therefore welcome the addition of paragraph 260.8 A1 which 
states: 

“The employing organization’s management, with the oversight of 
those charged with governance, is responsible for ensuring that the 
employing organization’s business activities are conducted in 
accordance with laws and regulations. Management and those 
charged with governance are also responsible for identifying and 
addressing any non-compliance by:  

(a)   The employing organization;  

(b)   An individual charged with governance of the entity;  

(c)   A member of management; or  

(d)   Other individuals working for or under the direction of the 
employing organization.” 

This paragraph seems to cover contractors in point (d).  Our reading 
of this paragraph being that this establishes a responsibility on the 
employing organisation’s management, and those charged with 
governance, for ensuring that both the organisation’s employees, 
and contractors, conduct their activities in accordance with laws and 
regulations. 

However, when it comes to specific paragraphs – for example 
paragraph 260.12 A1 -  it is not clear whether a sub-contractor or 

responsibilities incumbent on the professional 
accountant.” 
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NED, for whom the organisation is not an employer, would be within 
the scope: 

260.12 A1 – “A senior professional accountant is expected to apply 
knowledge and expertise, and exercise professional judgment. 
However, the accountant is not expected to have a level of 
understanding of laws and regulations greater than that which is 
required for the accountant’s role within the employing organization. 
Whether an act constitutes non-compliance is ultimately a matter to 
be determined by a court or other appropriate adjudicative body.” 

We therefore believe it would be clearer if the term “employing 
organisation” could be clearly defined. 

We also note that there might be other paragraphs where this 
comment is also relevant. 

Header above 260.9 

21.  PwC To assist the reader this could read “Responsibilities of All 
Professional Accountants” 

Accepted. Conforming change also to Section 
360. 

Paragraph R260.9 

22.  IDW, SMPC The term “consider” is often subject to various interpretation in 
English, but also poses difficulties on translation. For this reason 
standard setters such as the IAASB have chosen to avoid using this 
term where possible. We note that there are many requirements for 
the professional accountant to consider certain courses of action 
(e.g., R220.9, R220.12, R260.9, R360.14, R360.17, R360.26 etc.). 
There are even more instances of its use in application material. 
Wherever possible an alternative term would be preferable, so that 
it is clear exactly what the requirement is intended to entail. 

No change. The use of the term “consider” in 
these provisions is consistent with the structure 
drafting conventions: 

“Use ‘consider’ when the professional 
accountant is required to think about several 
matters, or when it may be appropriate for the 
professional accountant to do so, but not 
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necessarily to arrive at a particular 
determination.” 

There would likely be a change in meaning by 
replacing ‘consider’ with another action term. 

Paragraph R260.12 

23.  PwC This seems a demanding standard placed on the senior PAIB when 
compared to the parallel 360.10, even though we recognise it is 
derived from the extant code.   

We suggest at the very least that the third sub-bullet might better 
refer to an “assessment of the potential consequences” to be more 
realistic about the ability of the senior accountants to make such 
judgements.  

Accepted as this is the intended meaning. 

Paragraph 260.12 A1 

24.  IDW, SMPC Use of the Terms “Expectations” and “Encouraged to” 

We note several instances where application material refers to 
“expectations” of professional accountants. Notwithstanding the 
placement of such text in application material, the use of such 
terminology does mean that the authority of this text may be less 
clear than is desirable in the restructured Code.  

For example, the second sentence of proposed 200.5 A3 implies 
that any professional accountant in a suitably senior position in an 
organization ought to live up to the expectation and thus encourage 
and promote an ethics-based culture. The extent of such an implicit 
requirement remains unclear. As a minimum it could be a 
requirement applicable to all professional accountants not to 
discourage/ play down such a culture; as a maximum it could be a 

It is outside the scope of the Structure project 
to change these terms as to do so would 
change the meaning of the extant Code. They 
have, however, been referred to the Board as 
matters for future attention. 
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requirement – conditional on the professional accountant holding a 
suitably senior position – to actively encourage and promote this 
(this may problematic to the extent that taking any necessary 
concrete measures may not be in the remit of the role assigned to 
that individual). Paragraph 20 of ISQC 1 establishes requirements 
for the firm in this context.   

Further examples of expectations include: 260.12 A1, 260.24 A1, 
360.10 A2, 360.29 A1, 905.6 A1. 

Paragraph R260.13 

25.  DTT There is a sub-title “Addressing the Matter” before sections R260.13 
and R360.13. Considering the greater focus on the conceptual 
framework and “addressing threats” this subtitle could be confusing 
as to whether it is referring back specifically to the conceptual 
framework. We suggest renaming the sub-title “Responding to the 
Matter” which would remove any confusion with “addressing 
threats”. It would also be consistent with the wording used in other 
paragraphs in this section, for example, R260.15 “In addition to 
responding to the matter in accordance with the provisions of this 
section…” There are several other places in this Section where 
“respond” may be a better word to use than “address” to avoid 
confusion, for example, 360.16 A1 “.. and if so, how to respond to 
address it in accordance with the provisions of this section. 

No change. This subtitle is specifically referring 
to the matter (i.e., the NOCLAR or suspected 
NOCLAR) and not to threats. Also, the concept 
of ‘responding’ is broader than ‘addressing’ 
because ‘responding’ includes the provisions 
dealing with obtaining an understanding of the 
matter.  

Paragraph R260.15 

26.  KPMG Lastly, with respect to senior professional accountants, R260.15 
requires senior professional accountants to determine whether 
disclosure of non-compliance or suspected non-compliance to their 
employing organization’s external auditor is needed.  Application 

Suggest no change. It would be beyond the 
scope of the restructuring project to add new 
application material. An obvious example of a 
circumstance where disclosure would not be 
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material states that such disclosure would be made pursuant to the 
senior professional accountant’s duty or legal obligation to provide 
all information necessary to enable the auditor to perform the audit. 
Given this duty it is not clear what other types of factors would lead 
a senior professional accountant to conclude that disclosure to the 
external auditor is not needed. It would be helpful if application 
material could clarify this by providing examples.   

needed is when it is clear that the external 
auditor is already aware of the NOCLAR or 
suspected NOCLAR (e.g., if the auditor has 
also been informed of it). 

Paragraph 260.16 A1 

27.  ACCA The meaning of words such as ‘consider’ could be difficult to 
interpret and translate. Where the text states ‘factors to consider … 
include’ (220.10A1, 260.16A1, 360.11A2, etc), this is failing to meet 
the stated objectives of avoiding use of the present tense in 
application material, and increased use of the active voice. We 
recommend that the IESBA should look for more opportunities to 
use a phrase such as ‘the professional accountant might consider’ 
in these areas. 

Under the structure drafting guidelines, the 
present tense can be used in application 
material for descriptive or explanatory text 
except for actions that the professional 
accountant should take.  

The Structure Task Force does not 
recommend introducing the word “might” as 
this adds a degree of conjecture when the 
statement in the agreed-in-principle text is 
clear. 

28.  IDW, SMPC Use of the present tense in application material should be avoided, 
as its use makes the authority of text unclear. There is considerable 
inconsistency in the drafting of application material. Use of the 
present tense such as “Matters to consider include …” (see 220.10 
A1, 260.16 A1, 360.11 A2, 360.19 A1, 360.30A2, 360.34 A1, 360.36 
A3 etc.) implies a non-exhaustive list of matters which are to be 
considered in all cases (i.e., implies a requirement). In similar 
instances the proposed text reads “the professional accountant 

Ditto 
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might consider …”, which is clear. We suggest the application 
material be drafted consistently avoiding use of the present tense. 

Paragraph R260.18 

29.  ICAS Where “reasonable and informed third party” is referred to in the 
Code – for example, paragraphs R260.18, R360.21 and R900.50 – 
this should refer back to the “reasonable and informed third party 
test” in paragraph 120.5A1 for clarity. 

The Board has drafted the description of the 
RITP test in the Code to allow reference to be 
easily made to that RITP. A reference to the 
test is not always necessary in all 
circumstances.  

Paragraph 260.20 A1 

30.  IDW Legal Prohibitions 

260.20 A1 refers to the existence of legal prohibitions in some 
jurisdictions (e.g., Germany) that preclude reporting of NOCLAR to 
external parties. The significance of this text to professional 
accountants who are affected is such that it needs to be far more 
prominent. This should therefore be placed within the relevant 
requirements (R260.21 and R360.26). 

No change. The provision regarding preclusion 
of disclosure by law or regulation has already 
been given appropriate prominence as part of 
the first paragraph in the disclosure 
subsection. Also, if the provision were moved 
to R260.21 as suggested, it would seem quite 
late to remind PAs that law or regulation may 
prohibit disclosure after they have gone 
through the whole process of determining 
whether to make disclosure. 

31.  WPK 260.20 A1 refers to the existence of legal prohibitions in some 
jurisdictions that preclude reporting of NOCLAR to external parties. 
We believe that this significant specification should obtain more 
prominence within the Code. 

Ditto. 
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Paragraph 260.20 A2 

32.  CPAC The undefined term “scheme” was noted in 260.20 A2 and 360.25 
A2. It was identified that it has varying connotations in various 
jurisdictions and that without defining, it may lead to inconsistent 
application. In contrast, it was noted that otherwise commonly used 
and understood words such as “may” and “might” were defined and 
included in the glossary. 

No change. The term “scheme” has the 
general dictionary meaning of a plan, an 
arrangement or a program of action. 

33.  MNP We recommend that the word “scheme”, used in paragraph 260.20 
A2 and in 360.25 A2, be defined in the guidance, as it is not a term 
commonly used by professional accountants and could be subject 
to misinterpretation. 

Ditto 

34.  ICAS The last bullet - “The employing organization is promoting a scheme 
to its clients to assist them in evading taxes” - appears more suited 
to a professional practice firm. We believe a better example for 
professional accountants in business would be: “Pressure to 
structure a transaction to evade tax”. 

This would be a substantive change. In any 
event, this example can also apply to law firms 
that specialize in providing tax advice. 

Paragraph R260.21 

35.  DTT We consider that for clarity, the requirements in R260.21, R260.22, 
R360.27, R360.26 should include the clear reference that 
disclosure will not be a breach of confidentiality only when the 
decision to disclose is made in accordance with the provisions of 
the Section (as is included in R260.26). For example: 

R260.21: If the senior professional accountant determines, 
pursuant to paragraphs 260.20 A2 and A3, that disclosure of the 
matter to an appropriate authority is an appropriate course of action 

No change – this would be unnecessary 
repetition and, if adopted, would have to be 
applied for all like requirements across the 
restructured Code. R260.21 is conditioned on 
the PA determining whether disclosure would 
be appropriate. This determination is clearly to 
be made in the context of the guidance 
provided in 260.20 A2-A3.  
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in the circumstances, this is not a breach of the duty of 
confidentiality under Subsection 114 of the Code. 

and 

R360.26: If the professional accountant determines, pursuant to 
paragraphs 360.25 A2 and A3, that disclosure of the non-
compliance or suspected non-compliance to an appropriate 
authority is an appropriate course of action in the circumstances, 
this is not a breach of the duty of confidentiality under Subsection 
114 of the Code.  

Paragraph R260.22 

36.  APESB Use of professional judgement for imminent breach of NOCLAR 

There is an opportunity to link paragraphs R 260.22 and 260.22 A1 
(and R360.27 and 360.27 A1) in respect of what a professional 
accountant should do in exceptional circumstances where there is 
an imminent breach of law or regulation. In the extant NOCLAR 
provisions the content in these paragraphs were combined, and 
APESB is concerned that the connection may be lost when split into 
two paragraphs as proposed in the Structure 2 ED. 

APESB recommends that the following extant sentence is retained 
and replaces the proposed second sentence in paragraph R260.22 
and application paragraph 260.22 A1: 

‘Having considered whether it would be appropriate to discuss the 
matter with management of those charged with governance of the 
entity, the professional accountant shall exercise professional 
judgement and may immediately disclose the matter to an 
appropriate authority in order to prevent or mitigate the 
consequences of such imminent breach of law or regulation.’ 

Accepted. Conforming amendment made to 
S360. 
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We believe that this drafting makes the process to be followed clear. 

37.  DTT There appears to be an inconsistency in the provisions with regard 
to considering whether to inform management or those charged 
with governance before making disclosures. R360.26 includes a 
requirement that the professional accountant shall also consider 
whether it is appropriate to inform the client of the accountant’s 
intentions before disclosing the matter, however there is no similar 
requirement in R260.22. However, both 260.22 A1 and 360.27 A1 
also set out the professional accountant might consider whether to 
discuss prior to deciding whether to disclose the matter to an 
appropriate authority immediately. We recommend making the 
requirements/guidance consistent for clarity, while recognising it is 
also missing in the extant provisions. 

No change. The context in Section 260 is 
different – the senior PAIB is already part of 
management. 

Paragraph 260.22 A1 

38.  CPAC As a housekeeping observation, it appears that “senior” is missing 
in front of “professional accountant” in 260.22 A1. 

Paragraph deleted in response to comment 
#35. 

Paragraph 260.23 A1 

39.  IDW, SMPC We also note instances where “professional accountants are 
encouraged to …” In many cases the term “encouragement” is used 
in relation to documentation. However, in regard to documentation, 
we note that throughout the ED there are also other scenarios 
where documentation is not mentioned (e.g. relating to 
independence), and yet others where specific documentation is 
required. Whilst it may thus be clear that encouragement to 
document is not intended to equate to a requirement, we are 
concerned that where such guidance is specifically provided this 

No change. The term ‘encouragement’ is not 
intended to carry more than its dictionary 
meaning. The exercise of professional 
judgment is implicit throughout the Code. 

A reconsideration of the Code’s approach to 
documentation is a matter for future Board 
consideration, and currently one of the topics 
included in the strategy survey. 
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could be perceived as representing best practice and thus be 
perceived as a de facto requirement. Some reference to the 
exercise of professional judgement or as to when such encouraged 
action might be particularly appropriate and when not would be 
helpful.  

We note the use of encourage in: 210.8 A3, 210.9 A1, 220.13 A2, 
270.5 A1, 260.23 A1, 260.27 A1, 360.40 A1. 

Paragraph R260.26 

40.  APESB Requirement paragraphs are also being weakened when they refer 
to obligations in application paragraphs. APESB has noted a few 
instances where this has occurred as noted below; 

• … 

• Paragraph R260.26 specifies that in exceptional 
circumstances, a disclosure to authorities of a NOCLAR by an 
accountant is not a breach of confidentiality if it is made 
pursuant to 260.20 A2 and A3. 

No change. Paragraphs 260.20 A2 and A3 are 
providing the context and relevant 
considerations in deciding whether to make 
disclosure. They are not weakening the 
requirement, which is to act in good faith and 
exercise caution. 

Paragraph 360.4 A1 

41.  NZAuASB The words “by the following parties” have been inserted. These 
words are not necessary and for clarity could be deleted. 

Non-compliance with laws and regulations (“non-
compliance”) comprises acts of omission or commission, 
intentional or unintentional, which are contrary to the 
prevailing laws or regulations committed by the following 
parties: 

(a) A client; 

No change. This is a stylistic matter and not a 
matter of clarity. 
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(b) Those charged with governance of a client; 

(c) Management of a client; or 

(d) Other individuals working for or under the direction of a 
client. 

Paragraph 360.5 A1 

42.  NZAuASB This paragraph contains the words “non-compliance with laws and 
regulations.” These words are not needed, as use of non-
compliance with laws and regulations is defined as “non-
compliance” in 360.4 A1. 

A professional accountant might encounter of be made aware of 
non-compliance or suspected non- compliance with laws and 
regulations in the course of providing a professional service to a 
client. This section guides the accountant in assessing the 
implications of the matter and the possible courses of action 
when responding to it. 

Accepted. Conforming change made to 260.5 
A1. 

Paragraph R360.5 

43.  NZAuASB Paragraph R360.5 states, “the professional accountant shall apply 
this section regardless of the nature of the client, including 
whether or not it is a public interest entity.” As drafted, this 
paragraph can be read that this section always applies. Rather, 
in the close-off NOCLAR document, it is clear that when the 
professional accountant encounters or is made aware of non-
compliance or suspected non-compliance with laws and 
regulations in the course of providing a professional service to a 
client, the NOCLAR provisions apply. In addition, Section 360 will 
not apply in its entirety because the section covers two 

No change. The suggested amendment 
represents a change in meaning. The intent is 
to convey the message that the provisions will 
apply no matter what type or size of entity the 
client is. Clearly, the provisions that apply to 
audit engagements will not apply to non-audit 
engagements, and vice versa. 
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frameworks: one for audits (and reviews); and one for 
professional services other than audits (and reviews) of financial 
statements. 

The following wording may help clarify the application of the 
requirement: 

R360.5 The professional accountant shall apply this section 
regardless of the nature of the client, including whether or not 
it is a public interest entity. if the accountant becomes aware 
of information concerning an instance of non-compliance or 
suspected non-compliance. 

• Subsection XX applies if the accountant is engaged to 
perform an audit of financial statements. 

• Subsection XY applies if the accountant is engaged to 
perform professional services other than audits of financial 
statements. 

Paragraph 360.5 A1 

44.  IRBA The repositioning of the statement that the registered auditor “may 
encounter or be made aware of non-compliance with laws and 
regulations”, from the prominent opening paragraph 225.1 in the 
extant Code to paragraph 360.5 A1, results in the statement losing 
its emphasis.  

In the IESBA Staff Frequently Asked Questions on Responding to 
NOCLAR, question 12 addresses the registered auditor’s 
responsibility to identify NOCLAR.  

The restructured Code should do more to clarify the responsibility. 

No change. Elaborating on the PA’s 
responsibility to identify NOCLAR (and in effect 
moving Q&A #12 into the Code) would go 
beyond the scope of the restructuring project. 
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Paragraph 360.8 A1 

45.  NZAuASB The terms “client” and “entity” are used inconsistently. Sub-
paragraph (b) refers to the entity, but sub-paragraph (d) refers to 
the client. These terms should not be used interchangeably, but 
rather one term should be identified and used consistently 
throughout the Code. “Entity” is also used in paragraph R360.9. 
Also, in the heading above paragraph 360.8 A1 “Responsibilities of 
the Client’s Management and Those Charged with Governance,” 
the words “the client” could be removed without changing the 
meaning. The two headings would then be “Responsibilities of 
Management and Those Charged with Governance” and 
“Responsibilities of Professional Accountants”, and would be more 
consistent. For example: 

Responsibilities of the Client’s Management and Those 
Charged with Governance 

Management with the oversight of those charged with 
governance, is responsible for ensuring that the client’s 
business activities are conducted in accordance with laws 
and regulations. Management and those charged with 
governance are also responsible for identifying and 
addressing any non-compliance by: 

(a) The client; 

(b) An individual charged with governance of the entity client; 

(c) A member of management; or 

(d) Other individuals working for or under the direction of the 
client. 

Editorial change to subheading above 360.8A1 
accepted. 

No change to other suggestions. The terms 
“client” and “entity” are used in the appropriate 
contexts. The term “client” encompasses a 
client who is an individual. The term “entity” is 
used where it is appropriate in the particular 
context, for example, when referring to those 
charged with governance of the entity or the 
entity’s external auditor. 
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46.  MIA We suggest that paragraph 360.8 A1 be modified in order to be 
consistent with the extant code and give greater clarity as follows: 

“The client’s management, Management, with the oversight of 
those charged with governance, is responsible for ensuring 
that the client’s business activities are conducted in 
accordance with laws and regulations. The client’s 
management, Management and those charged with 
governance are also responsible for identifying and addressing 
any non-compliance by: 

(a) The client; 

(b) An individual charged with governance of the entity; 

(c) A member of management; or 

(d) Other individuals working for or under the direction of the 
client.” 

No change. The restructured provisions in 
Section 360 now refer consistently to 
“management.” 

Paragraph 360.14 A1 

47.  MIA We suggest that paragraph 360.14 A1 be modified in order to be 
consistent with the extant code and give greater clarity as follows: 

“If client’s management and those charged with governance do not 
understand their legal or regulatory responsibilities with respect to 
the matter, the professional accountant might suggest appropriate 
sources of information or recommend that they obtain legal advice.” 

Ditto 
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Paragraph 360.15 A1 

48.  CPAC With Parts of the Code developed based on roles, some 
observations were noted where the application guidance or a 
requirement appears in one Part but not both such as: 

… 

• 360.15 A1 - whether similar application guidance should also 
appear in section 260 for Professional Accountants in Business 

• … 

Accepted. Guidance added to Section 260 for 
consistency with Section 360 – see paragraph 
260.14 A2. 

Paragraph R360.16, R360.17 

49.  KPMG We have noted a lack of clarity in the wording of requirements 
relating to communication of non-compliance or suspected non-
compliance in group audit situations (R360.16 and R360.17) and 
specifically, whether the requirements extend to communicating to 
firms that are not part of the same network. 

In the case of a component audit, R360.16(b) requires the 
component engagement partner to communicate to the group 
engagement partner when the audit of the component’s financial 
statements is being performed for purposes other than the group 
audit.  It is not clear whether this would include components subject 
to audit by a firm or network that is different from that of the group 
engagement partner’s firm or network. 

Accepted.  

No distinction is intended, i.e., the 
communication to the group engagement 
partner should be made whether or not the 
group engagement partner’s firm or network is 
the same as the firm or network of the PA 
performing the audit of the component. 
Suggest clarification be added to 360.16 A1. 

50.   Similarly, R360.17 requires the group engagement partner to 
consider whether the matter might be relevant to one or more 
components and if determined to be relevant, the group 
engagement partner is required to take steps to have the matter 

Ditto. Suggest clarification be added to 360.18 
A1. 
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communicated to those performing work at the components. Again 
it is not clear whether the requirement to consider relevance and 
follow-on actions would be required where those performing work 
at the components are from a firm or network that is different to that 
of the group engagement partner’s firm or network.   

In contrast, the requirements in the case of a professional 
accountant performing a non-audit service are clearer in that 
R360.33 sets out the requirements when the service is performed 
for a client that is not an audit client of the professional accountant’s 
firm or network and R360.31 and R360.32 set out the requirements 
when the service is performed for an audit client or component of 
an audit client of the firm or of the network.   

We recommend the Board consider clarifying the requirements in 
360.16 and 360.17 in this context to enhance their 
understandability.   

51.  PwC Should the header preceding this paragraph be in italics? No change – the subsection dealing with 
communication with respect to groups is a 
subset of the section “Addressing the Matter”. 

Paragraph R360.18 

52.  NZAuASB This paragraph has a very unusual construct. As there is no common 
lead-in to the sub- paragraphs, two separate paragraphs may be 
more appropriate.   

Accepted but used two unnumbered 
subparagraphs instead. 

53.   Additionally, in sub-paragraph (a), it is not clear what the words 
“shall take steps to have the matter communicated to” intend. This 
could be more simply drafted as “shall communicate to…” Similarly, 

No change. This wording is used because the 
group engagement partner might not himself or 
herself undertake the actions but delegate 
them to a member(s) of the engagement team. 
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in sub-paragraph (b) the requirement to “arrange for appropriate 
inquiries to be made” could be more simply drafted. 

54.   In addition, paragraph 360.18 A2 refers to making inquiries of 
publicly available information. One does not ordinarily make 
inquiries of information. We recommend the following changes: 

R360.18 (a) If the non-compliance or suspected non-
compliance might be relevant to one or more of the 
components specified in paragraph R360.17(a) and (b), the 
group engagement partner shall take steps to have the 
matter communicated the matter to those performing work 
at the components, unless prohibited from doing so by law 
or regulation. 

(New paragraph) (b) If necessary, the group engagement 
partner shall arrange for appropriate obtain information 
about whether inquiries to be made as to whether the 
relevant component(s) specified in paragraph R360.17(b) is 
subject to audit and, if so, to ascertain to the extent 
practicable the identity of the auditor. 

360.18 A2 For the components specified in paragraph 
R360.17(b), the information inquiries might be 
obtained by making inquiries made either of 
management or obtained from publicly available 
information. 

Editorial suggestion on 360.18 A2 accepted. 
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Paragraph 360.18 A2 

55.  APESB APESB also recommends the following editorial amendments for 
the IESBA’s consideration: 

• Review paragraph 360.18 A2 which is unclear and refers to 
inquiries being made of publicly available information. 

Suggest no change – what is publicly available 
will vary depending on the particular 
jurisdiction. 

Paragraph R360.22 

56.  BDO R360.22 - the last line states, ‘The predecessor accountant shall do 
so despite R320.11, unless prohibited by law or regulation.’ 

Please note that the reference should be R320.10. 

In addition, we find this wording very confusing. Our understanding 
of this line is that if requested by the successor accountant and the 
client refuses to grant consent, we are required to disclose this 
information, unless prohibited by law or regulation. It would be 
clearer if this could be said in section 360. Please see our suggested 
edit. 

‘The predecessor accountant shall do so, unless prohibited by law 
or regulation, even if the client fails or refuses to grant permission to 
the predecessor accountant to discuss the client’s affairs with the 
proposed accountant (R320.10 (b)).’ 

Suggested wording change is clearer, so 
accepted. 

57.  CPAC It was observed that greater clarity may be warranted in R360.22. 
The requirement relies on a “request by the proposed successor 
accountant” and it is not clear whether the request would be for a 
standard “takeover” letter or more specifically for a form of NOCLAR 
disclosure and what that may entail. It was also noted that the 
requirement draws in some of the application material in 360.22 A1 

Comment accepted – a reference to paragraph 
R320.8 has been added which then provides 
appropriate context for the request from the 
proposed accountant, i.e., the request is for 
known information regarding any facts or other 
information of which the proposed accountant 
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in describing the requirement. It was felt that greater clarity within 
R360.22 would enhance the Professional Accountant’s 
understanding, ability to comply and also with respect to the 
enforceability of this requirement. 

needs to be aware before deciding whether to 
accept the engagement. 

Paragraph R360.32 

58.  GT We believe the Board’s initial proposal would be strengthened by 
requiring professional accountants performing non-audit services 
for an audit client of a network firm to communicate the matter to 
the network firm except where prohibited by law. If a professional 
accountant performing non-audit services for an audit client of a 
network firm is aware of NOCLAR or suspected NOCLAR but does 
not communicate the matter to the network firm, then the auditor is 
conducting an audit with incomplete information with the 
consequent potential to impair audit quality.  Furthermore, another 
consequent of not disclosing the matter is the engagement partner 
may not be able to comply with applicable laws, regulations and 
professional obligations, an outcome that ultimately does not serve 
the public interest. 

This is a substantive matter beyond the scope 
of the restructuring project. The Board’s 
rationale for its conclusion on the matter of 
communication to a network firm is 
documented in Sections XIV (paragraphs 91-
98) and XV (paragraphs 120-121) the Basis for 
Conclusions. 

Paragraph 360.24 A1 

59.  NZAuASB The word “or” has been removed in making the list. Adding “or” to 
the penultimate consideration would indicate that not all actions are 
necessary. In addition, “might” is used twice within the same 
sentence. 

As cConsideration of the matter might involve complex 
analysis and judgments. Accordingly, the professional 
accountant might consider 

No change – the bullet points as presented in 
the ED are consistent with the structure 
drafting conventions. They are not intended to 
be mutually dependent. Inserting “or” after the 
penultimate bullet would render the list 
comprehensive. 

https://www.iaasb.org/system/files/publications/files/IESBA-Responding-to-NOCLAR-Basis-for-Conclusions.pdf
https://www.iaasb.org/system/files/publications/files/IESBA-Responding-to-NOCLAR-Basis-for-Conclusions.pdf
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• Consulting internally.; 

• Obtaining legal advice to understand the accountant’s 
options and the professional or legal 

implications of taking any particular course of action.; or 

• Consulting on a confidential basis with a regulator or 
professional body. 

Paragraph R360.26 and R360.37 

60.  NZAuASB The NZAuASB is concerned that the “R” label is being used in many 
instances to identify exceptions to a requirement. Exceptions are 
generally expected to be rare and should not be over-emphasised. 
Rather than being labelled as “R” paragraphs, exceptions could be 
drafted as application to the requirement. Paragraphs R360.26 and 
R360.37 are examples of exceptions to the requirement. 

In response to comments from respondents to 
Structure ED-1, the Structure Task Force has 
developed, and the IESBA has agreed in 
principle, a drafting guideline to clearly identify 
whether a given requirement has an exception 
or not. The drafting guideline makes it clear 
that if a specific requirement has an exception, 
the requirement includes wording such as 
“subject to.” This signals that an exception 
exists and the exception paragraph is 
designated “as an exception to” a numbered R 
paragraph and follows the related requirement 
as closely as possible. This paragraph adheres 
to the drafting guideline. 

61.   Paragraphs R360.26 and R360.37 permit the professional 
accountant to make a disclosure to an appropriate authority when 
the professional accountant has determined that this is an 
appropriate course of action, without being in breach of the duty of 
confidentiality. The following suggested drafting separates the 

No change. This relegates the most important 
element of this provision (i.e. the permission to 
set aside the duty of confidentiality under the 
Code in order to make disclosure) to a 
secondary role. 
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application material from the requirement and also makes use of the 
clarity drafting conventions. 

R360.26 (and R360.37) If the professional accountant 
determines that disclosure to an appropriate authority is an 
appropriate course of action in the circumstances, this is not a 
breach of confidentiality under sub-section 114 of the Code. 
When making such disclosure, T the accountant shall 

• act in good faith and exercise caution when making 
statements and assertions; and 

• . The accountant shall also consider whether it is 
appropriate to inform the client of the accountant’s intentions 
before disclosing the matter. 

Application paragraph (either before or after R360.26 and R360.37) 
If the professional accountant determines that disclosure of the non-
compliance or suspected non-compliance to an appropriate 
authority is an appropriate course of action in the circumstances, this 
is not a breach of confidentiality under sub-section 114 of the Code. 

Paragraph 360.28 A1 

62.  CPAC It was noted that references to International Standards varied and 
may require the reader to research well beyond the Code to 
understand the Code’s provisions. In this regard, 360.28 A1 is 
informative and helpful to the reader. 

Support noted. 

63.  IDW, SMPC 360.28 A1 seems to be missing text. It should be clear that where 
the Code’s NOCLAR provisions extend beyond matters identified in 
an audit according to ISAs, additional documentation of such 
matters is required. 

No change – this is a substantive suggestion 
beyond the scope of the restructuring project. 
The comment is in effect suggesting that there 
is one set of documentation for matters 
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identified in an audit according to ISAs and 
there should be a different, additional, set of 
documentation for NOCLAR-related matters. 
This would ignore the fact that ISAs and the 
NOCLAR provisions under the Code serve 
different purposes. Rather, the NOCLAR 
documentation requirement in R360.28 
appropriately focuses on what the 
documentation should achieve, i.e., creating a 
record of how management and TCWG have 
responded to the matter (including where the 
matter has been identified in performing the 
audit engagement in accordance with ISAs); 
the courses of action considered, judgments 
made, and decisions taken; and how the PA is 
satisfied that the PA has fulfilled the 
responsibility to determine if further action is 
needed in the public interest. 

Paragraph R360.30 

64.  IRBA Editorial 

The word “accountants” should be “accountant”. 

Accepted. 

Paragraph 360.40 A1 

65.  CPAC An observation was made that the documentation described at 
360.40 A1 should likely be the same as that appearing in R360.28. 

This is a substantive matter beyond the scope 
of the restructuring project. The Board’s 
rationale for the approach to documentation in 
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Section 360 is set out in Section XVII of the 
Basis for Conclusions. 

Other Matters 

66.  IDW, SMPC The proposed introduction of the term “questionable issues” in 
320.4A2 may be problematical without further clarification of what 
this term means in a practical sense. It may also be difficult on 
translation. Also it leaves open the question of whether – in the 
absence of questionable issues – there is a need to consider client 
commitment in this area at all. 

The Structure Task Force believes that the 
reference to "questionable issues", as derived 
from extant wording, includes sufficient context 
to understand its meaning. Adding further 
explanation would likely limit interpretation and 
change the extant meaning. 

  320.6A3 may be problematical in some jurisdictions where client 
confidentiality requirements may require client permission for 
auditors to exchange information unless prescribed for in law. This 
should be acknowledged in the Code. 

The Code is a global set of standards and it 
cannot cater for every circumstance that could 
exist. The extant Code does not require 
permission to be obtained and to add a 
comment in this paragraph would be outside 
the scope of the Structure project. The 
Structure Task Force believes that paragraph 
100.3 A1 addresses the problematical 
situation. 

67.  WPK We believe that the meaning of the term “questionable issues” as 
introduced in 320.4A2 needs to be clarified. 

In some jurisdictions (Germany e.g.) the professional accountant 
must obtain client permission before contacting and exchanging 
information with the existing or predecessor professional 
accountant – unless required in certain situations by law.  We 
therefore suggest a corresponding indication in 320.6A3. 

Ditto. 

 

https://www.iaasb.org/system/files/publications/files/IESBA-Responding-to-NOCLAR-Basis-for-Conclusions.pdf

