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Exposed Consequential and Conforming Changes to Sections 310, 330, 340 

(Mark-Up from Extant Code) 

SECTION 310 

Conflicts of Interest 

…………….. 

310.11 A professional accountant in business may encounter other threats to compliance with the 

fundamental principles. This may occur, for example, when preparing or reporting financial 

information as a result of undue pressure from others within the employing organization or 

financial, business or personal relationships that close or immediate family members of the 

professional accountant have with the employing organization. Guidance on managing such 

threats is covered by Sections 320, and 340 and 370 of the Code.  

SECTION 330 

Acting with Sufficient Expertise 

…………….. 

330.4 When threats cannot be eliminated or reduced to an acceptable level, professional accountants 

in business shall determine whether to refuse to perform the duties in question. If the professional 

accountant in business determines that refusal is appropriate, the reasons for doing so shall be 

clearly communicated. 

330.5 In cases where a professional accountant in business is pressured to act in a manner that would 

lead to a breach of the fundamental principle of professional competence and due care, Section 

370 of this Code provides guidance. 

SECTION 340 

Financial Interests, Compensation and Incentives Linked to Financial Reporting and Decision 

Making 

340.1 Professional accountants in business may have financial interests, including those arising from 

compensation or incentive arrangements, or may know of financial interests of  immediate or 

close family members, that, in certain circumstances, may create threats to compliance with the 

fundamental principles. For example, self-interest or familiarity threats to objectivity or 

confidentiality may be created through the existence of the motive and opportunity to manipulate 

price-sensitive information in order to gain financially. Examples of circumstances that may create 

self-interest threats include situations where the professional accountant in business or an 

immediate or close family member: 

 Holds a direct or indirect financial interest in the employing organization and the value of 

that financial interest could be directly affected by decisions made by the professional 

accountant in business. 
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 Is eligible for a profit-related bonus and the value of that bonus could be directly affected 

by decisions made by the professional accountant in business. 

 Holds, directly or indirectly, deferred bonus share entitlements or share options in the 

employing organization, the value of which could be directly affected by decisions made 

by the professional accountant in business. 

 Otherwise participates in compensation arrangements which provide incentives to 

achieve performance targets or to support efforts to maximize the value of the employing 

organization’s shares, for example, through participation in long-term incentive plans 

which are linked to certain performance conditions being met. 

340.2 Self-interest threats arising from compensation or incentive arrangements may be further 

compounded by pressure from superiors or peers in the employing organization who participate 

in the same arrangements.  For example, such arrangements often entitle participants to be 

awarded shares in the employing organization at little or no cost to the employee provided certain 

performance criteria are met. In some cases, the value of the shares awarded may be 

significantly greater than the base salary of the professional accountant in business.   

340.23 A professional accountant in business shall not manipulate information or use confidential 

information for personal gain or for the financial gain of others. The more senior the position that 

the professional accountant in business holds, the greater the ability and opportunity to influence 

financial reporting and decision making and the greater the pressure there might be from 

superiors and peers to manipulate information. In such situations, the professional accountant in 

business shall be particularly alert to the principle of integrity, which imposes an obligation on all 

professional accountants to be straightforward and honest in all professional and business 

relationships. 

340.34 The significance of any threat created by financial interests, shall be evaluated and safeguards 

applied, when necessary, to eliminate the threat or reduce it to an acceptable level. In evaluating 

the significance of any threat, and, when necessary, determining the appropriate safeguards to 

be applied, a professional accountant in business shall evaluate the nature of the interest. This 

includes evaluating the significance of the interest. What constitutes a significant interest will 

depend on personal circumstances. Examples of such safeguards include: 

 Policies and procedures for a committee independent of management to determine the 

level or form of remuneration of senior management. 

 Disclosure of all relevant interests, and of any plans to exercise entitlements or trade in 

relevant shares, to those charged with the governance of the employing organization, in 

accordance with any internal policies. 

 Consultation, where appropriate, with superiors within the employing organization.  

 Consultation, where appropriate, with those charged with the governance of the 

employing organization or relevant professional bodies. 

 Internal and external audit procedures. 

 Up-to-date education on ethical issues and on the legal restrictions and other regulations 

around potential insider trading. 
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340.42 Self-interest tThreats arising from compensation or incentive arrangements may be further 

compounded by explicit or implicit pressure from superiors or peers colleagues in the employing 

organization who participate in the same arrangements.  For example, such arrangements often 

entitle participants to be awarded shares in the employing organization at little or no cost to the 

employee provided certain performance criteria are met. In some cases, the value of the shares 

awarded may be significantly greater than the base salary of the professional accountant in 

business.  Section 370 addresses pressure that could lead a professional accountant to breach 

the fundamental principles. 


