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   Review of Part C – Further Consideration of Applicability  
Issues and Task Force Proposals 

Background and Introduction 
1. At the June 2017 meeting, the IESBA considered a summary of significant comments raised by 

respondents on the Exposure Draft (ED), Proposed Revisions to Clarify the Applicability of Provisions 
in Part C of the Extant Code to Professional Accountants in Public Practice (Applicability ED) and the 
Task Force’s (TF’s) preliminary revisions (June revisions).  

2. For ease of reference, throughout this document reference is made to extant Parts B and C except 
for the discussion about the location of the proposals in the proposed restructured Code. Further, the 
term “Applicability paragraphs” will be used to refer to the four paragraphs that were included in the 
Applicability ED.  

Recap of June 2017 IESBA Discussions 

3. There were a similar number of IESBA members who expressed support for the revisions in the June 
2017 draft of the proposed requirement paragraphs (R120.4 and R300.5) and IESBA members who 
raised concerns about its clarity. Amongst other matters, the following comments were raised: 

• The revised text is unclear in what the Code is intending to capture. The text in the Applicability 
ED is more helpful because the reference to professional activities is linked to an individual 
PAPP’s employment or ownership relationship with the firm.  

                                                           
1  Extant Part C – Professional Accountants in Business (Proposed restructured Part 2, Professional Accountants in Business) 

 As part of its Structure of the Code project, the IESBA approved for exposure, inter alia, proposed restructured text for Part C of 
the extant Code as revised by the Part C close-off document. These proposals are included in the January 2017 Exposure Draft 
(ED), Improving the Structure of the Code of Ethics for Professional Accountants – Phase 2 (Structure ED-2). The proposals in 
Structure ED-2 also included proposed conforming amendments arising from the Safeguards project (see ED, Proposed 
Revisions Pertaining to Safeguards in the Code—Phase 2 and Related Conforming Amendments (Safeguards ED-2)).   

2  Extant Part B – Professional Accountants in Public Practice (Proposed restructured Part 3– Professional Accountants in Public 
Practice) 

How the Project Serves the Public Interest  

While the focus of Part C1 of the Code, as revised by the March 2016 Part C Close-off Document, is on 
professional accountants in business (PAIBs), the extant Code states that Part C might be applicable to 
professional accountants in public practice (PAPPs) in certain circumstances, notably as they relate to 
intra-firm relationships and relationships with external parties that are not clients.  

There has been a view that extant Parts B2 and C are two distinct parts directed at two different categories 
of professional accountants. Some stakeholders have interpreted the extant Code as having two sets of 
provisions aimed at addressing the ethical issues that each category of professional accountants might 
encounter. 

This Project clarifies the applicability of the provisions in extant Part C as revised to individual PAPPs 
when performing professional activities pursuant to an employment or ownership relationship with their 
firms.  

https://www.ethicsboard.org/system/files/meetings/files/Agenda-Item-7A-Part-C-Phase-2-Applicability-Summary-of-Significant-Comments-on-ED-and-TF-Proposals.pdf
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
https://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-pertaining-safeguards-code-phase-2-and-related-conforming
https://www.ifac.org/publications-resources/close-changes-part-c-code-addressing-preparation-and-presentation-information
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• It was unclear who the proposals as revised applied to and whether the revisions were intended 
to extend to professional accountants serving in multiple roles.  

• Certain drafting revisions (e.g., using “are” instead of “might be”) changed the meaning of the 
proposals in the Applicability ED. For example, some IESBA members believed that this 
revision seemed to suggest that a PAPP is required to apply all provisions in extant Part C.   

4. There was general support from IESBA members to limit the scope of the Applicability paragraphs to 
PAPPs who are individuals, and no concerns about the TF’s proposals to replace the example that 
was in the Applicability ED. IESBA participants: 

• Suggested refinements to some of the revised example situations in the June 2017 draft.  

• Agreed to remove the application material in Part 1 (i.e., paragraph 120.4 A1 of the Applicability 
ED) in order to avoid repetition in the restructured Code. 

• Did not believe that the concerns of a few respondents3 about a perceived lack of clarity in the 
definitions of PAPP and PAIB should affect professional accountants’ application of the 
Applicability paragraphs, and therefore should be addressed as part of the project.   

5. The IESBA discussed whether the Applicability paragraphs should work both ways and whether there 
should be any reciprocal guidance in the Code for PAIBs performing professional services for their 
employing organizations’ clients. The IESBA asked the TF to consider and, if feasible, address this 
issue as part of the Applicability project.  

Issues and TF Proposals 
6. In light of the questions raised by IESBA members about the June revisions, the TF revisited the 

objectives of the Applicability project, the explanatory memorandum and comments raised by 
respondents. As a result of this further reflection, the TF determined that the ED version of the 
proposed Requirement paragraphs, instead of the June 2017 draft, should be used as a starting point 
for considering whether further revisions are necessary as the ED version was clearer and had 
generally met the objectives of the Applicability project. In reaching this view, the TF took into 
consideration that most of the respondents to the Applicability ED were generally supportive of the 
proposed Requirement paragraphs and did not suggest revisions.  

Clarity and Scope of the Requirement Paragraphs 

Applicable Circumstances 

7. The objective of the Applicability project is to clarify the circumstances in which the provisions in Part 
C should also apply to individual PAPPs as they may face ethical issues similar to those encountered 
by PAIBs. The TF reaffirmed its support for the Board’s position described in the explanatory 
memorandum to the Applicability ED that PAPPs are required to consider the context within which 
an ethical issue has arisen or might arise, and then apply the relevant provisions in the Code, whether 
in Part B or Part C.   

8. The TF draws the Board’s attention to the following key comments from respondents and its 
responses that draw from previous Board deliberations: 

• Some respondents suggested that the Requirement paragraphs could be improved if they 
                                                           
3  MB: EXPERTsuisse; Firm: PwC 
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required all professional accountants to consider the provisions in the whole Code (including 
Part C) and comply with all the requirements applicable to the particular circumstances.4  

The TF felt that the above respondents’ suggestion does not add to what is already in the 
Code5 and may inadvertently draw the focus away from the objective of the Applicability project.  

• A respondent noted that the first sentence in the Requirement paragraphs may be inaccurate 
because the phrase “facing an ethical issue” implied that the professional accountant has 
already encountered a specific ethical issue that needs to be addressed.6  

The TF considers all matters relating to threats to compliance with the fundamental principles 
as ethical issues. In addition, the TF has revised the first sentence of the Requirement 
paragraphs (see Agenda Item 5-B) by replacing the word “facing” with “dealing with” and 
“occurred” with “arisen or might arise” to clarify that a professional accountant is required to 
consider the context whether an issue has arisen or not.    

• A few respondents noted that the proposed wording in the Requirement paragraphs does not 
cover situations where a professional accountant serves as both a PAPP and a PAIB in multiple 
roles.7  

Upon further reflection, the TF agreed that: 

o A professional accountant should already be aware of the requirements and application 
material in Part C when performing the role of a PAIB. 

o The objective of the project is to clarify those circumstances where Part C is applicable 
to individual PAPPs, and the focus of the proposed text is on matters relating to the 
PAPP’s employment or ownership relationship with a firm. In this regard, the TF has 
reinstated the phrase “pursuant to the accountant’s employment or ownership 
relationship” that was included in the Applicability ED.   

• A respondent suggested that the Requirement paragraphs did not clearly explain the 
circumstances that may trigger the applicability of the provisions in Part C. There was a view 
that the phase “pursuant to the accountant’s employment” as used in the Applicability 
paragraphs: 

o May be interpreted as applying to all professional activities that are undertaken by 
professional accountants. 

o Raises questions about whether the employment and client contexts and relationships 
are interdependent and not in distinct realms. Feedback on the Applicability ED suggests 

                                                           
4  MBs: APESB, CPAA, UKFRC; Firm: PwC 
5  Proposed restructured Code, Part 1, Section 100, Complying with the Code, paragraph 100.3 states: 

“A professional accountant shall comply with the Code [emphasis added]. There might be circumstances when laws 
or regulations preclude an accountant from complying with certain parts of the Code. In such circumstances, those laws 
and regulations prevail, and the accountant shall comply with all other parts of the Code.” 

6  Firms: PwC 
7  MBs: AICPA, NBA 
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that there are some who believe that a professional accountant’s client engagement and 
employment relationship are in a web of influence that should be considered holistically.8  

The TF agrees that matters relating to a PAPP’s client engagement and employment 
relationship in a firm are often interrelated. Therefore, the TF is of the view that Part C is 
applicable to circumstances that may relate to or have an impact on a PAPP providing 
professional services to client. For instance, the TF believes that the Part C provisions are 
applicable when a PAPP is facing pressure from an engagement partner to inaccurately report 
chargeable hours for a client engagement. Accordingly, the TF believes that the phrase 
“pursuant to the accountant’s employment or ownership relationship” sufficiently covers this 
point and that further explanation about the context of the activity is not warranted.   

9. While all the sections in Part C primarily deal with matters internal to the employing organization, the 
TF has identified the following two situations where the Applicability paragraphs may require PAPPs 
to directly apply Part C to when they perform professional services for clients or to client relationships:  

• The first situation relates to the material in proposed Section 2209 which covers the preparation 
and presentation of information inside or outside the organization and would logically include 
those for a PAPP’s client.  

• The second relates to the material in proposed Section 27010 which states that pressure 
exerted on a professional accountant might come from an “external individual or organization 
such as… a customer.” The TF notes that it may be argued that a PAPP’s client is his or her 
customer for the purpose of Section 270.  

10. Both Sections 220 and 270 deal with situations not only within the employing organization but also 
outside the organization. Accordingly, it may be argued that, without express limitations in the 
Applicability paragraphs to the contrary, these sections should also apply to when PAPPs are 
performing professional services for clients and to their client relationships. It is of note that there is 
no corresponding material in Part 3 to address these situations.  

11. The TF extensively deliberated whether the Applicability paragraphs should also apply to these two 
situations. The TF concluded that the way the proposed Applicability paragraphs are currently drafted 
would mean that these sections would directly apply to when PAPPs are performing professional 
services for clients and to their client relationships.   

12. The TF acknowledges that some respondents might not have considered such direct application of 
Part C to the provision of client services or to client relationships would fall within the scope of the 
Applicability paragraphs. This is particularly in light of paragraph 17 of the explanatory memorandum 
which states that “the objective of the applicability paragraphs … [is] to indicate how PAPPs might 
discharge their ethical duties in situations where they are not providing services to clients….”  

Individual PAPPs 

13. The TF agrees with respondents who suggested that the scope of the Requirement paragraphs 

                                                           
8  MB: CPAA 
9  Part 2 of the proposed restructured Code, Section 220, Preparation and Presentation of Information, paragraph 220.4 A1 
10  Part 2 of the proposed restructured Code, Section 270, Pressure to Breach the Fundamental Principles, paragraph 270.4 A1 
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should be restricted to those PAPPs who are individuals.11   

Contractors 

14. A few respondents12 highlighted that the explanatory memorandum had mentioned professional 
accountants who act as contractors of organizations, but observed that this type of relationship is not 
explicitly captured by the phrase “the accountant’s employment or ownership relationship with the 
firm” in the Requirement paragraphs. Those respondents were of the view that contractors should be 
included in the scope of the Applicability paragraphs.  

15. The TF agrees that the scope of the Requirement paragraphs should cover individuals who are 
professional accountants working as contractors for firms, and that such relationships should be 
expressly stated in the Applicability paragraphs. In this regard, the TF has identified the following 
three options to acknowledge contractor relationships in the proposals:  

Option Suggested Revisions 

1 • Adding the term “contractor” to paragraphs R120.4 and R300.5 and other relevant 
guidance material (i.e., paragraph 200.4 of the restructured Code and paragraph 4 of 
the Guide to the Code) as follows: 

“… the accountant’s employment, contractor or ownership relationship with the firm” 

2 • In a new application material paragraph immediately after the Requirement paragraphs 
as 120.4 A1 and 300.5 A2  to state that: 

 “…The employment or ownership relationship between a professional accountant in 
public practice and the firm includes a contractor relationship.” 

3 • In Part 2 of the Code only by adding a sentence at the end of paragraph 200.4 that  
states: 

 “…An accountant’s employment or ownership relationship with the firm includes a 
contractor relationship.” 

16. The TF recommends option 1 as its preferred option. The TF notes that while both options 1 and 2 
clarify that a contractor relationship falls within the scope of the Applicability paragraphs, option 1: 

• Is more concise and places less focus on this one type of relationship with a firm.  

• Avoids giving the contractor relationship too much prominence by inserting a new paragraph 
(i.e., option 2), and the risk of users of the Code failing to make an immediate connection if it 
is too far removed from the Applicability paragraphs (i.e., option 3), particularly if they are 
reading Part 3 of the restructured Code. 

Applicability of Extant Part B to PAIBs  

17. The TF acknowledges that there may be instances where extant Part B (i.e., Part 3 of the restructured 
Code) should also be applicable to PAIBs who perform professional services for clients when 

                                                           
11  MBs: AE, FSR, ICAEW, ICAS, DTT; Firm: PwC 
12  MBs: ICAS, ICAEW 
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employed by an organization that is not a firm.  

18. However, the TF is of the view that this matter falls outside the scope of the Applicability project. The 
TF also believes that careful analysis is needed to determine whether and how the Code should 
address this matter and to understand the implications of any potential changes for stakeholders. 
The TF therefore recommends that this matter be considered as part of the Board’s future 
deliberations on its Strategy and Work Plan.  

Other Editorial Refinements  

19. In addition to the revisions discussed above, the TF has also made minor editorial refinements to the 
proposed text in the Applicability ED to improve the flow and enhance readability.  

Matters for IESBA Consideration  

1. IESBA members are asked whether they agree with the TF’s proposed revisions to the 
Requirement paragraphs in Agenda Item 5-B (i.e., paragraphs R120.4 and R300.5). 

2. With regards to the issue raised in paragraphs 9-12 of this paper, do IESBA members agree with 
the TF’s conclusion that a consequence of the current drafting of the applicability paragraphs is 
that sections 220 and 270 would be directly applicable in situations when PAPPs perform 
professional services for clients or to client relationships?   

3. IESBA members are asked whether they agree with the TF’s recommendation to revise 
paragraphs R120.4 and R300.5 to include a contractor relationship.  

Illustrative Examples  

20. While most respondents did not raise any concerns about the example that was provided in the 
Applicability ED, a few respondents felt that it was unduly limited and narrow. In light of this, the TF 
agreed to expand the guidance through four illustrative examples (see Agenda Item 5-B). The TF 
believes that these examples provide a better balance and better illustrate the diverse types of 
situations that PAPPs may encounter where the provisions in Part C might be applicable. In doing 
so, the TF has given appropriate consideration to all the relevant material in proposed Part 2 and 
ordered the examples consistent with the order in which the relevant sections appear in the 
restructured Code.  

Matter for IESBA Consideration  

4. IESBA members are asked whether they support the four examples in paragraph 300.5 A1 in 
Agenda Item 5-B.  

Location of the Applicability Paragraphs and Other Guidance Material 

21. As noted above, the application material in paragraph 120.4 A1 has been deleted as agreed at the 
June 2017 Board meeting.   

22. The TF does not propose any other changes to the proposed location of the Applicability paragraphs 
in Sections 120 and 300.   

23. Paragraph 200.4 in Part 2 of the proposed restructured Code has already expanded the meaning of 
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term “professional accountant” in the context of Part 2 to include PAPPs performing professional 
activities pursuant to their employment or ownership relationship with their firms.13 The same 
paragraph also makes reference to the Applicability paragraphs. Conforming changes have been 
made to this paragraph to align it with the revised Requirement paragraphs.    

24. The TF has revised the placeholder in paragraph 4 of the Guide to the Code to clarify the applicability 
of Part C to PAPPs (see paragraph 4 of the Guide to the Code in Agenda Item 3-D).  

Other Matters  

25. Some respondents have recommended that the IESBA consider whether there is merit to having 
separate provisions for PAIBs in Part 2 and for PAPPs in Part 3. Those respondents questioned 
whether the provisions in the Code might be clearer and more understandable if the material were 
presented in a manner that does not focus on professional accountants’ roles and responsibilities. 
For example, it was suggested that the titles of Part 2 and Part 3 be revised.14 The TF liaised with 
the Structure TF to develop a response to those respondents’ comments.  

26. The Part C and Structure TFs believe that the approach taken in the restructured Code is appropriate 
and that the titles of proposed Part 2 and Part 3 in Structure ED-2 should be retained.  

27. The TFs considered a number of options in formulating their views on this matter, but ultimately 
agreed to recommend no changes. This is because they believe that a reorganization of the material 
in the proposed restructured Code, or a change in titles of Parts 2 and 3: 

• May have the unintended consequence of de-emphasizing the provisions in the Code for 
PAIBs.   

• Would require broader consideration of whether the material in the PAPP section of the Code 
should apply to PAIBs, a matter that is outside the scope of this project.  

28. The Part C TF is also of the view that a consideration of changes to respond to those respondents’ 
concerns might also require consideration of whether there is a need for the Applicability paragraphs.    

Matters for IESBA Consideration  

5. Do IESBA members agree with the TF’s revisions to paragraph 4 of the Guide to the Code?  

6. IESBA members are asked to share any further comments on matters relevant to the Applicability 
ED, including whether they agree with the conclusion immediately above.  

  

                                                           
13  Proposed restructured Code, Part 2, Section 200, Applying the Conceptual Framework – Professional Accounts in Business, 

paragraph 200.4 
14  MPs: APESB, CPAA, CPAC, FAR, UKFRC 


