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Part C Phase I—Issues Paper 

How the Project Serves the Public Interest 

Over half of the world’s professional accountants are professional accountants in business (PAIBs) in 

the traditional sense – being accountants who do not work in public accounting practices. PAIBs are a 

very diverse constituency, and work as employees or consultants in commerce, industry, financial 

services, education, and the public and not-for-profit sectors. Many are in a position of strategic or 

functional leadership, or are otherwise well-placed to collaborate with colleagues in other disciplines to 

help their organizations toward long-term sustainable success.  

All organizations require relevant and reliable information in order to conduct their affairs. In addition, 

interested external parties (such as investors, suppliers, customers, creditors and government 

agencies) require relevant and reliable information to assess an organization's situation, to ensure 

accountability to them or for them to make decisions about the organization. It is also in the public 

interest that PAIBs who are responsible for the preparation of such information do so honestly, and that 

the information they present is not false, misleading, or prepared or presented recklessly or negligently.   

Enabling PAIBs to deal with inappropriate pressure on them, with respect to the presentation of 

information, will contribute to the public interest because such pressure may lead to the breach of the 

fundamental principles including undermining the quality of financial and other information on which 

users rely. 

Background 

1. At the September 2015 IESBA meeting, the Task Force presented a summary of significant 

comments received on the November 2014 Exposure Draft (ED) relating to the proposed Section 

3701 and matters common to proposed Sections 3202 and 370 that were not discussed at the 

June/July 2015 IESBA meeting, along with related Task Force proposals. The Task Force made 

changes to the proposed wording of Sections 300,3 320 and 370 based on the main feedback 

received at that meeting, and a revised draft of the text was presented at the October 2015 Board 

teleconference. 

2. This paper presents the Task Force’s proposals or responses to the remaining feedback from the 

September 2015 Board meeting as well as the feedback received during the October 2015 Board 

teleconference. 

STRUCTURE OF PAPER 

3. This agenda paper is structured as follows:  

I. Matters common to proposed Sections 300, 320 and 370 

A. Organization vs. employing organization 

                                                           
1 Proposed Section 370, Pressure to Breach the Fundamental Principles 

2 Proposed revised Section 320, Preparation and Presentation of Information 

3  Proposed revised Section 300¸ Introduction 

http://www.ifac.org/publications-resources/proposed-changes-part-c-code-addressing-presentation-information-and-pressure
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II. Proposed revised paragraph 300.5 

B. Link between sub-paragraphs 

C. Cross reference to paragraph 300.5 

D. Other comments 

III. Proposed Section 370 

E. Conflicts of interest 

IV. Consequential and conforming changes to Sections 310, 330 and 340 

V. Due process matters 

I. Matters Common to Proposed Sections 300, 320 and 370 

A. Organization vs. Employing Organization 

4. The Task Force’s responses/proposals to the Board feedback are as follows: 

# Board Feedback Task Force Responses/Proposals 

1.  
Consideration should be given to aligning 

the wording in the sections being reviewed 

under the Part C project to that of the 

proposals addressing non-compliance with 

laws and regulations (NOCLAR). 

The Part C Task Force has liaised with the NOCLAR 

Task Force regarding how best to address the term 

“employing organization” in the Code. This is 

because it is possible for a PAIB to be working for an 

organization without necessarily being an employee, 

for example, as a volunteer, an external consultant or 

a non-executive director.  

The Part C Task Force considered the option of 

simply changing “employing organization” to 

“organization.” The Task Force concluded that this 

would not be appropriate as deleting the word 

“employing” from “employing organization” would 

result in the guidance in certain situations becoming 

unwieldy and difficult to understand.  

The Part C Task Force discussed the matter at 

length and concluded that it would be better to 

maintain the term “employing organization” and to 

provide a clear definition of an employing 

organization4 that would encompass all forms of 

engagements that a PAIB could assume with that 

organization. This would thus clarify the PAIB’s 

ethical responsibilities to the employing organization, 

irrespective of the legal relationship with the 

                                                           
4  Proposed definition of “employing organization”: An employing organization is an entity that employs or engages the 

professional accountant on a contractual or voluntary basis, including in governance, advisory or administrative capacities, to 

perform professional activities or provide professional services. 
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# Board Feedback Task Force Responses/Proposals 

organization for which professional services are 

being performed.  

The proposed definition is incorporated into the 

revised wording of paragraph 300.3 to ensure that no 

ambiguity exists as to whom the guidance is 

applicable. (See paragraph 300.3 in Agenda Item 6-

B.) 

The Task Force also noted that a range of 

organizations exist that employ accountants in order 

to provide professional services to the organization’s 

clients. These organizations may or may not be 

classified as firms,5 as defined in the Code. 

Regardless of classification, such organizations will 

be captured by the proposed definition of an 

employing organization, since they are organizations 

for which professional accountants perform 

professional activities. Under the proposed definition, 

professional accountants employed by such 

organizations will be considered to be PAIBs and 

hence fall under the scope of Part C of the Code. 

II. Proposed Revised Paragraph 300.5 

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

“senior” and “other” PAIBs. The Task Force considered that guidance that differentiates between “senior” 

and “other” PAIBs would be unfeasible. However, it proposed amendments to paragraph 300.5 to clarify 

that the responsibility of a PAIB increases in accordance with the PAIB’s level of seniority in the 

employing organization. 

Based on the September 2015 Board feedback, paragraph 300.5 was enhanced to further clarify that 

more senior PAIBs have a greater expectation on the actions they take than more junior PAIBs. 

B. Link Between Sub-Paragraphs 

5. The Task Force’s responses/proposals to the Board feedback are as follows: 

# Respondents’ Concerns/Suggestions Task Force Responses/Proposals 

2.  A disconnect exists between the two sub- The Task Force has added a reference to the 

                                                           
5  The Code currently defines a firm as:  

(a) A sole practitioner, partnership or corporation of professional accountants; 

(b) An entity that controls such parties, through ownership, management or other means; and 

(c) An entity controlled by such parties, through ownership, management or other means. 
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# Respondents’ Concerns/Suggestions Task Force Responses/Proposals 

paragraphs of 300.5, with the second sub-

paragraph not clarifying that the seniority of 

the PAIB should be considered when 

applying the guidance. 

The extant paragraph 300.5 better links an 

ethics-based culture to the seniority of the 

PAIB. 

seniority of the PAIB in the second sub-paragraph. It 

has also provided additional guidance on the role of 

a PAIB as relates to ethical standards and enhanced 

the examples of actions that could be taken by the 

PAIB. (See Agenda Item 6-B.) 

In addition, the description of a PAIB has been 

enhanced in the revised paragraph 300.3. (See 

Agenda Item 6-B.) 

C. Cross Reference to Paragraph 300.5 

6. The Task Force’s responses/proposals to the Board feedback are as follows: 

# Respondents’ Concerns/Suggestions Task Force Responses/Proposals 

3.  The cross reference to paragraph 300.5 in 

paragraph 320.8 should be made at the 

beginning of Section 320. 

Consideration should be given to adding a 

cross reference to paragraph 300.5 in 

Section 370 to be consistent with Section 

320. 

The Task Force believes that it would be 

inappropriate to move the cross reference from 

paragraph 320.8 to paragraph 320.1, as the 

guidance in paragraph 320.1 is not directly 

connected to the issue of seniority, as it is with 

paragraphs 320.7 and 320.8. 

The Task Force also believes that while a similar 

cross reference in Section 370 may be appropriate, it 

could be argued that conforming cross references 

should be added to all sections of Part C for 

consistency. 

The Task Force concluded that since paragraph 

300.5 is only relevant to certain paragraphs within 

Part C, there is no benefit to repeating the cross 

reference in all sections of Part C and that it should 

only be included where there is an appropriate need 

to reference paragraph 300.5. It also believes that 

the importance of paragraph 300.5 may not be 

appreciated if it is positioned in the middle of the 

introductory section to Part C.   

The Task Force developed two approaches to the 

issue of cross-reference: 

Option 1: Add additional paragraphs at the end of 

Sections 320 and 370 cross referencing to the 

relevant paragraphs of Section 300. The proposed 

wording for these paragraphs is: 

“In determining appropriate actions to take, the 
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# Respondents’ Concerns/Suggestions Task Force Responses/Proposals 

guidance in paragraphs 300.4, 300.5 and 300.6 is 

relevant.” 

Option 2: Restructure Section 300 to have an 

introductory section and a required “Key Provisions” 

section that are applicable to all of Part C. The 

change in structure would highlight these provisions 

and eliminate the need to cross reference 

overarching guidance in Section 300 in other 

sections of Part C.  

The Task Force favors Option 2 for its simplicity and 

clarity, and because the restructuring of Section 300 

would emphasize the importance of the key 

provisions in the Section. The proposed wording in 

Agenda Item 6-B reflects this option. 

D. Other Comments 

7. The Task Force’s responses/proposals to the Board feedback are as follows: 

# Respondents’ Concerns/Suggestions Task Force Responses/Proposals 

4.  The term “to prevent serious harm” in the second sub-

paragraph of the proposed paragraph 300.5 needs to 

be clarified, as there is no reference as to what this 

phrase relates to. 

The Task Force agreed with the comment 

and has revised the wording of the 

proposed paragraph 300.5. (See Agenda 

Item 6-B.) 

5.  Paragraph 300.5 begins with the sentence “All 

professional accountants are expected to act in the 

public interest.” This is different from paragraph 100.1 

that states “…responsibility to act in the public 

interest.” 

The Task Force agreed with the comment 

and has revised the wording of the 

proposed paragraph 300.5. (See Agenda 

Item 6-B.) 

III. Proposed Section 370 

The ED proposed to establish two new overarching principles in Section 370:  

(a) A requirement for the PAIB not to allow pressure to result in a breach of the fundamental principles. 

(b) A requirement for the PAIB not to place pressure on others that would result in a breach of the 

fundamental principles. 

Based on comments received on the ED:  

 An introductory paragraph was added to Section 370 to provide a context to the section along with 

additional wording in the exposed paragraph 370.2 to clarify that the PAIB should not place 
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pressure on others that would result in a breach of the fundamental principles. 

 Cross references to other parts of the Code were moved under the respective examples of 

pressure. 

 Additional wording was added to clarify that the lists of examples are not exhaustive, examples 

were added to the proposed guidance and several examples were clarified. 

Based on the feedback received at the September 2015 Board meeting, the following key changes were 

made: 

 The proposed paragraph 370.2 was divided into two sub-paragraphs. 

 The proposed paragraph 370.5 was enhanced to clarify that the PAIB should avoid being 

associated with a conflict of interest entirely. 

E. Conflicts of Interest 

8. The Task Force’s responses/proposals to the Board feedback are as follows: 

# Respondents’ Concerns/Suggestions Task Force Responses/Proposals 

6.  The last sentence6 in the 4th bullet point of the 

proposed paragraph 370.5 could be interpreted 

to mean that it is the responsibility for a PAIB to 

ensure that they are replaced by another 

person who does not have the same conflict of 

interest. The proposed wording could be 

enhanced to clarify that the PAIB is not 

responsible for ensuring that his or her 

replacement is not subject to the same conflict 

of interest. 

 

The Task Force agreed with the comment, 

concluding that if the PAIB were expected to 

ensure that his or her replacement is not subject 

to the same conflict of interest, the guidance 

would be more onerous than other parts of the 

Code. 

The Task Force specifically noted that guidance 

in: 

 The proposed NOCLAR pronouncement;  

 Section 320 (resignation for junior PAIBs); 

and  

 Paragraph 110.2 (disassociation from 

misleading information)  

indicates that the approach in the Code is that the 

PAIB’s responsibility ends once the PAIB has 

removed himself or herself from the unacceptable 

situation. 

Based on this, the Task Force concluded that the 

revised wording of paragraph 370.5, shown in 

Agenda Item 6-F, is appropriate and consistent 

                                                           
6  “For example, if a professional accountant is pressured in relation to a conflict of interest, the pressure to breach the 

fundamental principles may be eliminated if the professional accountant avoids being associated with the matter creating the 

conflict, in addition to being replaced by another person who does not have that conflict of interest.” 
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# Respondents’ Concerns/Suggestions Task Force Responses/Proposals 

with other parts of the Code. 

The Task Force did, however, also consider 

alternative wording to clarify that while a PAIB is 

not expected to ensure that he or she is replaced 

by another who does not have the same conflict of 

interest, it is reasonable to expect the PAIB not 

have reason to believe that the replacement has 

the same conflict of interest. The Task Force 

produced the following alternative wording: 

“For example, if a professional accountant is 

pressured in relation to a conflict of interest, the 

pressure to breach the fundamental principles 

may be eliminated or reduced to an acceptable 

level if the professional accountant avoids being 

associated with the matter creating the conflict 

and does not have reason to believe that they 

have been, in addition to being replaced by 

another person who has the same does not have 

that conflict of interest.” 

 

Matter for Consideration 

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

IV. Consequential and Conforming Changes to Sections 310, 330 and 340 

9. No substantive comments were received from respondents to the ED regarding the proposed 

consequential and conforming changes to Sections 310, 330 and 340. 

10. For information, Agenda Item 6-H contains these proposed changes shown in mark-up as exposed. 

V. Due Process Matters 

SIGNIFICANT MATTERS IDENTIFIED BY THE TASK FORCE 

11. In the Task Force’s view, the significant matters it has identified as a result of its deliberations since 

the beginning of Phase 1 of this project, and its considerations therein, have all been reflected in 

the issues papers presented at the Board meetings. In the Task Force’s view, there are no 

significant matters it has discussed in Phase 1 that have not been brought to the Board’s attention. 

NEED FOR FURTHER CONSULTATION 

12. The Task Force notes that the IESBA Consultative Advisory Group (CAG) has fully supported the 

direction of the revised proposals as presented at the September 2015 CAG meeting. In addition, 

the Task Force comprises a member from the IFAC PAIB Committee, and other Task Force 
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members have significant experience in business or familiarity with issues PAIBs face. The Task 

Force therefore does not believe that there is a need for further consultation or a roundtable on, or 

a field test of, the proposals.  

CONSIDERATION OF THE NEED FOR RE-EXPOSURE 

13. The Task Force believes that the changes to the text post-exposure are in response to matters 

raised by respondents to the ED and do not fundamentally or substantively change the original 

proposals in the ED. In the Task Force’s view, there are no substantial changes arising from 

matters not previously deliberated by the Board or aired in the ED. Accordingly, the Task Force 

believes that re-exposure is not necessary. 

 

 


